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Sanwa’s added reach in Japanese finance 
can do a lot for your business 


PR ca client base 


The Sanwa Bank, one 
of Japan’s top financial 
institutions, has always 
stressed the importance 
of providing a wide range 
of services without bias 
to a wide spectrum of 
industries. With a cor- 
porate client base that is 
now among the largest 
and most diversified in 
Japan, Sanwa is uniquely 
positioned to assist over- 
seas companies of all 


KP 3004 


industries in mergers and 
acquisitions, joint ven- 
tures, investment consul- 
tation, etc 


Extensive domestic and 
overseas operations 

With more than 260 
offices, Sanwa's domestic 
network is one of Japan’s 
most extensive. Sanwa 
specialists across the 
country work in close co- 
operation with the Bank’s 
vast overseas network 


in marketing advisory 
and other services to its 
growing international 
clientele 


Vast resources 

for more specialized 

services 

Forward-looking bank- 

ing made Sanwa what it 
is today: the world’s 6th 
largest bank*, with total 
assets of over US$160 
billion and the highest 
credit rating in inter- 


national finance. Backed 
also by subsidiaries 

and affiliates, Sanwa 
bankers are now more 
active than ever in pro- 
viding the specialized 
financial and marketing 
assistance that overseas 
companies require in 
their dealings with Japan 
Just ask your Sanwa 
banker. And see what 
Sanwa’s added reach in 
Japanese finance can do 
for your business 


Sanwa bankers are working for you everywhere. 


oy Sanwa Bank 
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YOU CAN’T TAKE AWAY 





FINE SERVICE. 


It is so good that some- 
times people take it for granted. 
Of course, we never do. 

Which is why at the 
Hongkong Hilton, superb 
service is definitely here to 


stay. 


For reservations, call 
your travel agent, any Hilton 
International hotel or Hilton 
Reservation Service. 





_ ONGKONG. ITON- 


In Switzerland, the prices are surprisingly less awesome 
than the landscape. 





Switzerland specializes in high standards. So you get more for your money than elsewhere: 


unusually comfortable hotels, for example, and vacation homes that leave nothing to be 
desired: a multitude of sports opportunities, excellent cuisine, festive celebrations, great 
sights and natural beauty all across the country. Our summer brochure “Switzerland and 
the Alpine World” is sure to whet your appetite. Arid the reasonable prices you'll find 
inside are guaranteed to give you a lift. swissair áy 


~ Devan Nair wrote on 19 February that 
he had come to believe that he was “the 
victim of a total demolition exercise.” 
What need is there for any demolition 
by anyone? The Singapore Government 
took advice from the best doctors avail- 
able, seven of them, including Nair’s 
personal physician who is from the pri- 
vate sector. What the doctors advised 
was treatment and rehabilitation. 

Prime Minister Lee Kuan Yew 
wanted to help him rehabilitate himself. 
So Lee wrote to Nair on 22 April 1985, 
on the morning he was to leave for treat- 
ment in New York. The letter is as fol- 
lows: 


ar Devan 
- Thank you for your letter of of 11 
April. 

Nobody in Sarawak wanted or tried 

do you in. What happened, did ha 

~n. You have to face up to your prob- 
lem. It is alcoholism. What you did in 
Sarawak was the result of alcoholism 
which had impaired your judgment, 
perception and also caused a loss of self- 
control, 

The past is behind you. It cannot be 
changed. To amsi kreh ap no have 
to cut out the make-believe. t you 
were the president, and isolated in the 
Istana, had nothing to do with your al- 
coholism. Your two brothers and three 
sisters, your aren te: mother, and 
two uncles, the had alcoholism. 
They were not ted in any Istana. 
Unless you stop rationalising and mak- 
ing excuses for yourself, you cannot 
concentrate on the realities of the pre- 
sent. 

To overcome your present ica- 

ent, you must recapture the determi- 
nation and the convictions that carried 





you through two periods of detention by 
> B ab pas your furious battle 
ainst the communists. 


The doctors have told me that the 
impairment to your judgment and per- 
ce cannot be re . Further al- 
cohol intake will lead to greater impair- 
ment. Rationally you must conclude 
that it is better to take poison and end it 
all than to take another drink. And the 
rational in you must prevail. 

Nevertheless, you must expect the 
craving to return from time to time. You 
have to find the strength to resist this 
craving in your faith in God, or in the 
spiritual. 

Your fight will get tougher when the 
present bustle of sympathetic support 
recedes to normal. The course in the 
centre run by the Caron Foundation in 
P is a relatively easy part of 
our rehabilitation. The difficult part is 
ou are back to normal, on your 


the struggle begins. In your 


















A reply to Devan Nair 


lonely hours, you will need every iota of 
p o A to fight your craving for al- 


Finally, everything depends on you. 
You can make it if Jei so prac it. 
That is the Devan I knew. It is the 
Devan I want to remember. 

Yours ever, 
Kuan Yew 


Lee’s intention was not to insult 
Nair’s family but to point out the seri- 
ousness of his problem. He was replyin 
to Mr Nair’s seven-page letter of tit 
ore 1985, where Nair said, among 
other things, that his isolation in the 
Istana was the cause of his alcoholism. 


, Lee had not anticipated that his words 


would be taken out of context. 

These words were Lee’s lay render- 
ing of the family-history part of the 
medical report on Nair. The informa- 
tion was given to the doctor by members 
of Nair’s family. They had used the 
words “heavy alcohol drinkers,” “ad- 
dicted to alcohol,” “consume alcohol in 
excess.” In his letter Nair denied this. 
Lee withdraws this sentence from his 
letter unreservedly. Had he told Lee 
this when they met in August 1985, he 
would have withdrawn it earlier. 

The doctors did inform Lee of the 
impairment to Nair’s judgment and per- 
ception. If this was wrong, Lee stands 
corrected. He had only wanted to warn 
Nair of the dangers of ever drinking 
again. 

Nair was dismayed that the prime 
minister did not release Dr Gitlow’s re- 
port and concluded that this was be- 
cause it was favourable to him, and that 
Lee wanted to release only damaging 
reports. This was not so. 

E. W. Barker in parliament on 31 
August 1985 referred to Gitlow’s report 
that Nair “had responded exceptionally 
well to treatment and that the prospects 
of long-term recovery are excellent.” 

Once Nair was no longer the presi- 
dent, the government stopped issuing 
medical bulletins on his progress. In- 
deed Nair quoted Gitlow’s report in a 
letter to The Straits Times of 4 Sep- 
tember 1985: “Even in the absence of 
such further out-patient care, I believe 
that Nair’s prognosis is very good. He 
understands and takes responsibility for 
his ongoing treatment through Al- 
coholics Anonymous.” 

Nair is mistaken that the Prime 
Minister's Office issued a statement on 
his pension resolution. Lee had not 
dealt with Nair on the pension. It was a 
Singapore Government statement 
drawn up by Barker which stated: 

“Mr Barker and Mr Teh Cheang Wan 
met Mf Nair in Changi Cottage, on 18 
April, before Mr Nair left for America. 





It was then that Mr Nair was told about 
the proposed pension and the condi- 
tions of continued medical treatment 
that the cabinet would attach to it. Mr 
Nair expressed unhappiness but did not 
reject the proposal. Instead, he asked 
Mr Barker not to be too harsh when 
drafting the parliamentary motion. Mr 
Barker said that he would try.” 

The cabinet had deputised Barker to 
see Nair in April 1985 before Nair left 
for New York. 

It was also Barker who moved the re- 
solution in parliament. The prime 
minister had not discussed a pension 
with Nair nor did he move the resolu- 
tion because he had not supported a 
a bbemange a: pension for Nair. This was 

ecause the law does not provide a pen- 
sion for a former president in ordinary 
circumstances, but requires a special re- 
solution in parliament in cases of special 
merit. Lee did not consider a parliamen- 
tary resolution could be justified be- 
cause Nair’s term as president was too 
brief and because of several incidents, 
not just in Sarawak when he broke 
down, but more pertinently, in Singa- 
pore immediately before his visit to 
Sarawak. Instead, Lee supported a 
gratuity which had been proposed by 
the NTUC where Nair had made a much 
more significant contribution. 

When they met in August 1985, Nair 
raised the subject with Lee to get the 
cabinet not to place any condition for 
continued medical treatment. Lee said 
that he was not in favour of a govern- 
ment pension with or without the condi- 
tion, but that the cabinet had so de- 
cided. 

Lee regrets that his letter, warning 
Nair against ever drinking alcohol, in 
fact provoked him into taking a stiff 
whisky. 

Now Nair has concluded that he 
never suffered from alcoholism. He 
wrote that “the diagnosis of alcoholism 
no longer holds water,” and that when 
he was sent to Pennsylvania for treat- 
ment, it was “for a non-existent condi- 
tion, as it now transpires.” Lee ac- 
cepts this as his position, and will act on 
this assumption in future. 


James Fu Chiao Sian 

Press Secretary to the 
Singapore Prime Minister 
Kelantan Muslims 


This may seem a minor point, but it 
isn’t. Suhaini Aznam, writing on “Is- 
lamic justice” in Malaysia [5 Feb.], re- 
ferred to the state of Kelantan taking 
first steps towards more stringent appli- 
cation of Islamic laws. 

The question is, why Kelantan? 

Apart from being tradition-bound 
this coastal state is also the poorest. The 
Department of Statistics claimed that in 
1984, 39.2% of Kelantan’s total house- 
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i | poverty, K 

only state in Malaysia where an op- 
sition party reigned supreme. The al- 
ost 20-year rule of the Parti Istam has 
put the Kelantanese in a quandary, that 
is, the pull-push factor between moder- 
nisation and religious dogma or rather 
between budu (the famous Kelantan 
paste) and cheese. 
Although Kelantan is the only state 
«to imposë whipping under Islamic law, 
the fines and the credibility of the eye- 
- witnesses in the case were undoubtedly 

un-Islamic. yo 
Hence, poverty and the attempt to 
id the traditional-modern impasse has 
ontributed to the trend towards deeper 
Aslamisation in Kelantan and later to 
other less-developed states in Malaysia. 
ualaLumpur ‘tron Maiden i!’ 


New Year’s resolution [29 Jan.], the 
.EVIEW stated that one of the coopera- 
originally earmarked for liquida- 
app, has been taken on by 
alaysian Finance Bhd (AMFB). 

rically state ‘that we 

aken pp. AMFB has 
rely extended a loan to the receivers 
‘Sakapp to enable them to make an 
initial refund of 10 M cents per 100 M 
ents to. depositors... Mohd Ali Yousoff 
: a «=: Manager, Public Affairs 
uala Lumpur Arab-Malaysian Finance Bhd 
















































SPH [Singapore Press Holdings] were 
t satisfied with the way Lim edited the 
Times group of newspapers: I would be 
erested to see Cheong deny this, too.” 
The facts donot support his point. | 
am in no position to speak for the. gov- 
ramen but Ido know how our board 
t: ; 
e This is what the executive chairman 
of The Straits Times Press board, S. R. 
Nathan, said of Lim in a notice to staff 
last December when the STP editorial 
lership changes were announced: 
Pere. makcit [The Straits Times 
Press] grow, prosper and win recogni- 
_ tion as the leading newspaper in the re- 
gion, calls for relentless effort on the 
part of everyone, andin particular those 
who produce the editorial contents. 
“The growth of The Straits. Times 
t reflects in no small 





























eading role in 
newspapers and 


_Hiscon-. 


al excellence: |. 


Hardly the sentiments of a board dis- 
satisfied with Lim’s, performance. In- 


deed, the board has new entrusted Lim = 
to‘ receive funds from Arab state 





with a major undertaking, the launching 
of a new newspaper for the group, i 

; Cheong Yip Seng 

Editor-in-chiet 

The Straits Times Press 





Singapore 


Secular leadership 


I read with interest the reports on Pakis- 
tan’s parliamentary deliberations to 
make the country’s legal system con- 
form to Islamic injunctions (5 Feb.]. As 
a Pakistani living abroad, it hurts ‘to 
read what the military and its supporters 
are doing to our country. © 

Yes, the country..was created, be- 
cause of Islam, but not to be. run by the 
mullahs and the army. 1 know. it does 
not help pointing out. that Jinnah 
wanted religion to be no business of the 
state; but a more significant aspect that 
needs to be emphasised — and which 
Husain Haqqani does not ‘find worth 
mentioning — is that‘the people of 
Pakistan, when they are asked to vote, 
rej e the so-called religious parties out- 
right. _ pee ee 


I would go even one step. further: 
Pakistan should adopt a secular con- |. 
stitution. We should encourage: our. 
mullahs to preach the more “human”. 
aspect of Islam. Islam which ‘teaches 
forgiveness and social justice. Islam | 


which says do not eat your food until 
you are sure that nobody in the neigh- 
bourhood.is hungry, and whose rulers 


family is needy. The list can filla fu 
chapter. Other aspects of Shariah which 
have lost pace with the 20th century 
need to be reformed. One must discuss 
these, just as other religions have done. 
As faras the 
Hag is giving in this matter, I can only 
say this: even dictators bestowed with 
good luck do not last for ever. 
Nidderau, West Germany. Sharif Lone 


Pro-Jamaat bias - 
Husain Pea piece on the Jamaat- 
e-Islami, [5 Feb.] makes disappointing 
reading. His pro-Jamaat bias has de- 






was opposed to the creation of Pakistan. 
And the Jamaat; instead of admitting 
this fact, is busy. rewriting history. 

He has also. omitted Maudud 
tradictions, inconsistencies and. at 





patriotism. | 


“papers in printing photo 








| ev Tn fact, th 


walk in the streets to find outvif any i 
j] 





ush President Zia-ul | 


tracted from- the quality of the write-up. 
He ‘has not mentioned that Maududi- 


i raphy 
un-Islamic, ournal «< 


Jasaarat has overtaken 









«Haqqani writes that t 


logy’? In the same way 
he party’s youth wing 
is said to be hea med.” We donot 
expect such a sleight of hand. from a 
journal of the REVIEW'srepute.. 










Clear statement 


| Islamabad < Shakil Ahmad — 








In the article ‘Knee-jerk’ interference 


[26 Feb.], Nigel Holloway reported that 
the American Business Council (AE 

in Singapore had criticised the gove 
ment’s restriction on the Asian Wall 
Street Journal (AWSJ), had been told by 
the Ministry of Communications and! 
formation that it was not for forei,...,, 
companies ie in. Singapore. to 
decidé what the Singapore Government 





h | can or cannot.do in its relations with the 


foreign press, and had “replied that the 
council was merely expressing its con- 
cern that potential investors ‘could react 
negatively’. eat a 






stand had stated that: enot’ 
in.a position to deal with the specifics of | 
he article, we want it to be very clear: 
that we were in no way defending the 
AWSJ on the contents of the article in 
question, At the same time, we also 
want it to: be. clear. that we were not 
criticising the government or question- 
ing its rights to take whatever steps it 
feels is necessary to protect its interests. 
The sole intent of the ABC state 












üld be viewed as a re- 
business and € 


tement of tne 
ther defending the 
the Singapore 
reporting? 
Tan Guong Ching 
_ Permanent Secretary 
Ministry of Communications 
oon. — and information 
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™veryone in the Philippines agrees 
land reform, but what the words ir 


“ munists, and identity the cee and polttical Constr 
within which the government must operate. 
-Pages 32-36. Cover photograph by The Stock House/J, J. Reyes 


nounces a major govern- 
which has promoted 
orm-minded officials to inject 
new energy in to the agei 


epn as covert aid to. the Afghai 
bels has dis 


ime Hinistershp, 


hrowing the conser- | 


„vative opposition into 
disarray. 


nunice Chief Minister Bar- 
nala splits e Sikh meea, 


insistence of aleading role | 


istan's communist party in 








The Tolani from detention of a direc- 
‘tor of Malaysia's Perwira Habib Bank 


has led to disclosure of massive bad 
debts, a new capital injection and a 
change of ownership — and charges 


of political intrigue. Meanwhile, some. 


of the heavy borrowers from the bank 


were also. involved with Hongkong’ s 


Ka an Bank. 


Dragonair’s protests agiis H 
kong Government: favouritism are. 
barely substantiated by the realities of 


international aviation. 
58 


Indonesia adds new debt in an effort 





Taiwan: Politica muscle xing 
India: Going separat 
Foreign relations: Pre-pro: 


to shore up its beleaguered budget Markets: 


and activate new development pro- i : 


jects 
Page 65 ° 


Singapore moves to linki up with anin- 
„ternational automated stock que 
_tion system, adding scope to its own 


electronic share trading. 


turing plan, Australian steel giant Bro- 


'| ken Hill Proprietary Co, has emerged 


as one of the most profitable enter- 


1 prises in the world’s troubled steel in-_ 


dust try. 
Page 70 


‘Thai efforts to export vehicles. are hin- 
dered by the fragmented nature of the 
+ industry. 


| Page 78 
Jardine. completes its company re-. : 
with e Tsubame a 


ing in Hongkong 


Letters 
rioting 
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at Energy Bowie s 


; Bombers defused 
poeta Cautious expansionin Australia - iio 


tade: Too many players in Thailand 
A chemical reaction in China 


F pom nies: Pyramid building and selling 


ne | Page 68 : investment: Profit from an il wind 
“i With the aid ofa government. restruc: ape, 
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Economic Monitor: Bangladesh 
Shroff 



































ng CO ër for leader- 
f the United Sabah Na- 


ship 
_ tional Organisation. (Usno) in. 


Sabah, party secretary-general 


Datuk Hamid Tun Mustapha, | 


‘died of a heart attack.on 
21. February, removing any 
chances of dynastic succession 
from his father, Usno’s presi- 
dent of more than two decades 
Tun Mustapha Datuk Harun. 
Hamid had. initially. op- 
posed Usno’s merger with the 

peninsula: based United. Ma- 
ays National Organisation 

but switched tack and endorsed 
ie plan. last. November,..thus 
tacitly: indicating his father’s 
preferences and opening the 
way, for Usno’s eventual dis- 
lution. 
Hamid’s death signals a by- 
tion in the. parliamentary 
tt of Limba ‘and state 
of Usukan, 


ling Fare Bersatu Sabah 
oth are- traditional 
no strongholds and will be a 

st both of the PBS's strength 
on Muslim ground and Usno’s 
popularity. 


They were formerly adminis- 


tered as union territories: Both- 
India and China claim Arunac- ’ 
hal Pradesh, located between 11 
Bhutan, China and Burma. Pe- | 





— Suhaini Aznam 


| |Kim Young Sam: moderate. 


pus Kanaks and long-standing 
‘settlers will have no weighting 
ever newer arrivals with at 


quali 
will present a 

tween staying with France or 
total independence, unlike a 
scheme devised by the former 
Socialist Party government for 
independence in association 
with France. The Kanak 
Socialist National Liberation 


Front. has said it will boycott 


the referendum, as it did the 
1984 territorial elections. 

On 23 February, a Kanak 
leader, Yeiwene Yeiwene, ac- 
cused Chirac’s Overseas Ter- 
ritories Minister Bernard Pons 
of bribing tribal leaders with 
sums as high as US$1,800 dur- 
ing a tour this month. A minis- 
try spokesman admitted, cash 
was given but said this was part 
of traditional gift-giving and 
that the sums were much small- 


-er than alleged. 


— Hamish McDonald 


which will al- | § 
ttainly be contested by | 


Faction leader Kim Young 


. Sam appears likely to take over 


from Lee Min Woo as presi- 
dent of South Korea’s opposi- 
tion New Korea Democratic 


‘Party (NKDP) during its na- 


tional convention in May. Kim 
and his outlawed political twin, 
Kim Dae Jung, said on 24 Feb- 
ruary they have reached agree- 


: ment on the move which will 





shay | 








ob 





strengthen the former Kim's 








The Malaysian marine and 


contracting group Promet has 


consented to the lifting of an in- 


junction preventing its creditor’ 


banks from winding -it: up. 
Promet also agreed to the strik- 
ing off of its application under 
Section. 176 of the Companies 
Act to restructure its debt 
under a scheme of arrange- 


ment and to convene a meeting | 


with its creditors. Promet had | 


obtained the injunction and the. 


court orders from the Malay- 
sian High Court. last Sep- 
tember, when the group was 
put into receivership with debts 
estimated at M$320 million 
(US$125.7 million) and 
valued. at only M$120 million. 
The court was told, however, 
that negotiations: between 
Promet and 17° local. and 
foreign banks were continuing 
on ways to reschedule the 
loans. 
growth for Hongkong 
Hongkong’s: economy x 
pected. to grow by 6.2% this 
year, helped acut: from 
18.5% to 18% 
after 9% expansion in | 
nancial. Secretary. Piers 
said in outlining the te 
budget. for fiscal, 19 
1986 growth was twice the | 
forecast a year ago, and well 
above a revised. forecast of 
§.6% in December, reflecting a 
surge in exports late in the 
year. Overall, exports grew 
15% in real terms, while im- 


calls for a direct dialogue with | It 


President Chun Doo Hwan 
aver the deadlocked question 
of constitutional reform. 


NKDP if the lanter 


| self further outi 








_ — Nick Seaward | 


tral Malay 


April 1984, and hopes 
negotiate and consider: 
bly improve terms.ona US$50u ~ 
million syndicated loan for 
which it signed an agreement 


| Government. is: hoping to re- 


duce overall debt from 
US$44.5 billion at the end of 
ast year to US$41.8 billion by 
he end of 1987. ~- Paul Ensor 


Thai Government bails 


| out whisky distiller 


The Thai cabinet has approved 
a rescue package for the trou- 
bled. Surathip liquor group,. 
which operates 12 whisky di 

tilleries under governmes 

concession. The group owes 
more than Baht 12 billion 
(US$463 million) to comme ~~ 


| cial banks, which will nc 


oversee Surathip’s financial af- 
fairs.. These banks are to re- | 


Michael’ Chua Yong Lim was 
previously associated with Cen- 
Finance, not 


ntral: asstatedin A 

















resident Chun Doo Hwan recently 
told a group of South Korean 


‘authorities to newspaper 
offices asking them to tone down their 
` reports have become more frequent.” 


_| UNPOPULAR AIRMAN 
'_ ilippine air force chief Brig.-Gen. 
-| mutonio Sotelo may soon be removed 
| from his command after less than one 
-vearon the job. Sotelo, the most 
nior service commander by rank, 
nas become unpopular with his own 
officers and it is understood there are 
plans to move him to a less sensitive 
post, probably in the armed forces 
general headquarters. 


DIPLOMATIC PRIVILEGE 
The diplomatic community in 
was rocked by a seri 
ie past yea 
nt ab iplomatic 
rivileges. In one case, a senior 
. European diplomat was caught in 


mid-1986 with 60 kg of jade as he was | 


about to board a Bangkok-bound - 
aircraft. He was said to have been 


engaged in similar practices for some | 


‘| time, using Bangkok as the outlet for. 
‘ecious stones and art objects. At 
out the same time, an Asean 





| diplomat was apprehended together 


with an unknown number of Burmese 
accomplices for selling duty-free 


| electrical appliances. There was no 
| publicity about eith 


two diplomats have since quietly left. 


| A CONFIDENT HEIR | 
Western analysts 


are still puzzling 
- over the. ~ 
| behaviour of 
- North Korean 
heir-apparent 
Kim Jong Il 
„| during a policy 
“| speech his father, 
| President Kim H 
| Sung, made to the 
national assembly 
ar. While other 


ae 





runintereste 
tory, almost 
As one senior diplo 
could have meant, ‘Why 
bother, I’ve got everything an y 
—— but there are a lot of other possible 


| interpretations.” 








met in Dhaka as Bangladesh declare: 
independence the next year, butits 
files and documents remained there. 


| The government of former prime 
ident, but the — 


minister Zulfikar Ali Bhutto did not 
seek repatriation of these documents 
to avoid Bangladesh’s clai B 
division of assets between the tw 
wings of adivided Pakistan 

no longer presses the 


year’s annual Team Spirit 
exercise than they have d 

past. In what is clearly a mo’ 
down North Korean reaction, t 
officials indicate that publicity, if 
the number of people taking pa 
be restricted and may not ev 
involve a press. tour, Themi 
opened with little fanfare on 1 
February and will last until mic 
The North Koreans 

staged a rally in Pyongyang in 
at the exercise. ms 


EXPLOITING DIFFERENCES _ 


The Soviet Union recently tried to 


urged Pyongyang to 


-pro-Peking bu 


government. This was rejected in 
view of North Korean President Kim 


aka, th ie... | TI Sung's close ties with coalition 
istan,in 1970 as ~ 

partofaplanned move of —~ 
parliamentary headquarters from 
Aslamabad. The parliament never 


leader Prince Norodom Sihanouk. » 

However, Pyongyang agreed to scale 
down its international-media support — 
for coalition activities. 

















At least 14 people were killed and 70. 
wounded when a powerful bomb went off in. 
a truck outside the office of ee group” 


in Peshawar, police said (19 Fe 


). » k 


Burmese troo overran bases controlled |. 
Kayah separatist ethnic ; 
ps killing 13 rebels, Thai border police 


-by the Wa an 
aid (19 Feb.). 





two. Nationalist spies from Taiwan, it was 


reported (24 Feb.). 


INDIA ~ 
"The M 





deposit-taking cooperative society, it was res 
ported (18 Feb.) 


Armed forces chief Gen. Fidel Ramos 
confined 85 soldiers to barracks during an ine 
vestigation intoa massacre of villagers (/8 
Feb.). Three people died and four were ins | 
jured in clashes with communist rebels about 


"70 km north of Manila, the military said. 


Troops were placed on full alert to prew 
violence during celebrationsof the first anni 2 
sary of Marcos’ ouster from power (23 Feb. ). 


SOUTH KOREA. 
Riot police» clashed) with: handreds 
Christian demonstrators outside a church i 





































By Murray Hiebert in Bangkok 

l nan effort to revive its stagnating eco- 
E nomy, Vietnam has mounted a sweep- 
ing government shake-up and promoted 
“more reform-minded officials to inject 
| new. energy into the ageing leadership. 
VA week after the 16 February reshuffle, 
Radio Hanoi reported that new mea- 
“sures to encourage private enterprise in 
the capital had been announced by 

municipal authorities. 

|... The moves came in the wake of 
or: chafiges’in the communist party 
lership at the December party con- 
s, when three top officials retired 
1 the politburo. 

e congress elected a new. party 
head, Nguyen Van Linh, who has long 
perience in southern Vietnam. and is 
thought to support reforms to stimulate 
the country’s moribund economy. The 
officials who retired then were veterans 
Truong Chinh, the party chief and Viet- 
am’s president, Premier Pham Van 
Dong, and Le Duc Tho, a leading party 
strategist. : 

The latest reshuffle, whose timing 
caught many observers by surprise, saw 
12 ministers and two state commission 
airmen ousted and 'the council of min- 
ers reorganised, a communique broad- 

st by Radio Hanoi said. It made no 
1ention of the status of Chinh or Dong, 
whose successors are expected to benam- 
ed by the national assembly — schedul- 
ed to be elected on 19 April and to meet 
in late June, Vietnamese sources said. 





































Reformists promoted in major Hanoi shake-up 


Six new vice-premiers, 12 new minis- 
ters and three new commission chair- 
men were appointed. Seven old minis- 
tries were combined into'three new ones 
and a Ministry of Information was es- 
tablished. Of the 22 current ministries, 
12 got new ministers in mid-February; 
five others had received new ministers 
in June 1986. 


by Hanoi city authorities includéd tax 
breaks for private businesses in their 
first year, permission for some concerns 
to obtain bank loans and- set their own 
prices, and to let exporters borrow 
foreign currency to import raw materi- 













blac tai 


The 23 February changes announced ` 


als. Radio Hanoi said inventors. would: 
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be paid 15-20% of profits deriving from 
their ideas and could sell copyrights, 
and that manufacturers could put trade- 
marks on their goods. _ : 

The reshuffle has strengthened the 
position of Foreign Minister Nguyen Co 
Thach, who took Tran Quynh’s vice- 
premier position. Quynh, who was: 
ousted from the central committee in 
December, was one of several officials 
held responsible for the chaotic cur- 
rency change in late 1985 which result * 
in triple-digit inflation and severe ec 
nomic problems. Thach is regarded as 
an economic’ reformer, and’ will also 
head up the newly formed commission. 

.for economic relations with foreig 

countries, which would give him consi- 
derable power over deciding Vietnam’s 
economic relations with Western invest- 








-| ors and traders, Hanoi sources said, 


Mai Chi Tho, younger brother of Le 
Duc Tho, was named to head the pow- 
erful Ministry of Interior, which should. | 

-also help: The younger Tho 
moved from the north to the south as a. 
child and worked as a political commis- 
sar in the Saigon area during the wars 
against the French and ‘Americans. | 
After the Vietnam War, Tho alternately’ 
led the party and the government in Ho 
Chi Minh City, where he was regarded 
as flexible in. introducing socialism and 
supportive of greater Western contacts. 
Several years ago, he was reported to 

























im Barry in Philadelphia 





and the government. 






by congre: 






congressman for a GAO investigatior 
ccording to Andy Eiva, chairman of the FAAA, tes- 


| have gone to the Soviet Union to study 








cone that US$700 million in aid earmarked by the 
Congress for Afghan rebels has disappeared — and 
here may have been attempts to divert some of the 
0 the Nicaraguan Contras — are to be investigated by 


tions that of US$1.09 billion appropriated 
etween 1980 and 1986 to the CIA Directorate 








timony by former CIA director William Casey showed that; — 
least some of the money was mingled with the Iran-Cont: 
money in Swiss bank accounts set up by the: . Eiva said 
that. sources close to the CIA-Contra operations in Hon- 
duras claim that weapons purchased for the Afghan rebels 
were diverted to. the Contras and to the US-backed Unita 
forces of Joseph Savimbi in Angola. on ce 

In. an interview Eiva told the REVIEW that documents 
compiled by his organisation and by Afghan resistance lead- 
ers show the totals the resistance received in Afghanistan were 
much lower than the total money that congress had given to 
the CIA. “Somewhere, major amounts of money 
sources are disappearing. We also found that the money was 
put in Swiss bank accounts which were later used for the Con- 










_ of Operations to support the anti-Soviet mujahideen only 
US$390 million has actually reached them, were made on 20 
ruary by the Federation for American Afghan Action 

AAA). Later Bill Gray, a Democratic member of the 
Jouse of Representatives from Philadelphia, requested 
aretati by the. Government Accounting Office 


nd said he would also ask for an investigation 


‘Eiva and two. 


- — and the Senate 





sponsible fo 
m. 





tra-Iran operation.” 









group, Free the Eagle, were recently interviewed by both the 
lower Commission — investigating the Iran-Contra scandal 






Gray said that 





former. officials of a conservative lobby 


Select Committee on Iranian Arms Sales. 
Stat ment and CIA officials re- 


programme have botched 
to conceal the 









NEW MEN AT THE TOP 


politburo and a long-time southern 





revolutionary leader, who is billed 
by observers as the probable next 














around Vo Nguyen Giap, the 
commander who masterminded the de- 
"feat of the French in 1954. Giapis pop 
lar with the people, but he lost his polit 









president of Vietnam, replacing 








buro seat in 1982. 














Hanoi watchers say the merging 





Truong Chinh. 
One of most prominent casual- 
ties of the February shakeup 


















several ministries appears to have be 
an attempt to end rivalry among cer 









was defence: minister Van Tien 
Dung, also dropped from the polit- 
buro in. December, who com- 
manded Hanoi’s final victory over 
the US-backed Saigon government 














ministries and to begin reducing the size _ 
of Vietnam’s mammoth bureaucra 
The three ministries of agricultur 
industry and food were comb: 
one ministry; the ministry of por 














in 1975. He was replaced by Gen. 
‘Le Duc Anh. Anh is bélieved to be 
a northerner, but he fought in the 
south against both France and the 






merged with mines and coal to 

Ministry of Ener 

commission, which was. terpo i 
nie 





Hanoi’s policies towards et 









US, and. later commanded Viet- 
nam’s.invasion of Cambodia in 
1978. 





ties, was abolished, ©. g 
The timing of the February reshufi 

















-oreign “Trade Minister Doan 








t surprised many observers who had 
pected major government chan 

when the national assembly mi 

cember immediately following 
















< Duy Thanh was concurrently 
appointed as a vice-premier. He 
took over foreign trade last June, 
-*#er serving as party secretary in 
tiphong, one. of the first areas to 
















congress, But when the assemb 
to announce changes, Vi 
sources began saying the ni 
would only be named wh 
tional assembly met in 














eriment. with the contract sys- 
in agriculture and to promote 
xports of agricultural products and 
handicrafts. i 
`, Nguyen Ngoc Triu was replaced 
as: minister. of agriculture, but 
promoted to vice-premier. He 
| appears to have been rewarded 
| for the sizeable increases in 
ion ‘since. incentives | 
d‘for farmers in 1981. 






























didates. 


















buro, is assumed to be the most likely 
nique announcing the | candidate, even though he is not consi- 
anges, however, made | dered to be very dynamic. State plan- 
| no mention of the status of the current | ning chief Vo Van Kiet, a southerner 
| President and premier. Foreign obser- | who ran Ho Chi Minh City along with 
vers in Hanoi say speculation for the | Linh and Mai Chi Tho after the war.and | 
premier’s job centres around three can- | a leading proponent of economic’ re- 
ms forms, is another possibility. _ aoe 
Vo Chi Cong, No. 3 in the new polit- Some speculation -still ` centres 


analysts concludes 
able to fill the pos : ; 

was in the midst ofa leadership s 
between so-called reformers a 
ideologues. 
“The large number of replacements 
suggests the infighting was less serious, 
than was being reported,” a diploma 
wa noted. “The changes had to have th 

REVIEWIABLEDy Andy Tag geal of approval af bath ‘the old 
and the new leaders.” 














































transferred from jobs in other ministries 
or in the provinces where they were con- 
sidered to be effective technocrats. | 
Some clearly support reforms to stimu. | 
late Vietnam's ailing economy, but it is: | 
too early to tell if they are in the majore | 

| 

















ity. 








____ Both Eiva and former Free the Eagle vice-president, John 
Houston, charged on 20 February that a “task force” at the 
~ te Department which oversees the Afghan operation is 

i by. Michael Armacost, the under-secretary of state for 

“political affairs, Morton Abranowitz, director of intelligence 

_ and research and Arnold Raphel, deputy assistant secretar 

` for Near Eastern and South Asian affairs who has been nomi- 

nated by the Reagan administration to be the next US ambas- 


` State Department spokesman Diane Kelly said that no such 
task force existed. 


J owever, a high-level State Department source said the 
` Fthree men all sit on an inter-departmental task force 
- which oversees a number of covert programmes. “We have 
some slippage and some siphoning-off of funds, but it is not 
more than several million dollars,” the source said. 
... A former staff member of the Senate Intelligence Com- 
_ mittee. who investigated the CIA pipeline to the Afghan 
~ rebels in 1984, said the operation was set up in such a manner 
_. that it was “impossible to audit and impossible to monitor.” 
_ Eivasa aside from CIA mismanagement and the possi 
i | of funds to the Contras, Pakistan’s Int 


htar A 















Bo Ss 





a priated by congress and given to the CIA for the AÑ- 
sador to Pakistan. None of them would comment, while. gan veniat Tog By 


‘tras but Contra leaders say even Ollie North’s money didn’t 

























sare ee EEE | 


is responsible for the theft of millions of dollars in funds and 
military equipment. 

Eiva said he believes Rahman to be personali honest but 
that two of his former generals, now both retired, “have be 
come overnight millionaires . . . and they made their money 
off US aid to the Afghans.” 

Eiva said that his research showed that of US$342 million 


| 

| 

i from 1980-84, the value of aid, including arms, | 

actually reaching rebel leadersin Afghanistan was only US$36 

million. In 1985 and 1986 appropriations were US$280 million 
and US$470 million, and similar ean were diverted. 
Former National Security Council official Liewt-Col | 
Oliver North is reported to have told CIA officers in | 
January 1986 to use a US-Saudi account for Afghan rebels to | 
handle funds from the Iran arms sales until another Swiss ac. 
count could be set up. | 
i 


“Maybe somebody wanted the money te go to the Con- 






reach them. The question is where is the money? Where did 
$700 million go?” said Eiva, 
Eiva said b “the 




































































By Emily Lau in Kunming 

hile representatives from Hong- 
¥ kong.and China assembled here to 
scuss details of sensitive laws such as 
extradition, treason and sedition after 
Peking regains sovereignty in 1997, the 
_ REVIEW learned that a Hongkong law- 
yer was behind a series of leaks used to 
suggest that Peking might not allow di- 
rect elections in the territory. 

Lawyer Dorothy Liu Yiu-chu, a 
member of the Basic Law Drafting 
Committee (BLDC), has admitted she 

was the source of reports which ap- 
- peared in the mass-circulation Hong- 
kong newspaper Oriental Daily News 
ind the influential Hongkong Econo- 
mic Journal. 
_ These reports, quoting “a source 
close to China,” said that Peking might 
rule out direct elections in the first spe- 
cial administrative region (SAR) legis- 
ture, thereby stopping Britain from 
introducing direct elections in the trans- 
ition period (REVIEW, 19 Feb.). The 
reports were denied by the BLDC dep- 
uty secretary-general Lu Ping and by u 
Jiatun, the director of the official 
Xinhua newsagency Hongkong branch, 
Peking’s chief representative in the ter- 
ritory. Xu accused “someone” of using 
China’s name to float trial balloons. 
uo Lu himself, however, delivered a 
‘blunt warning that political reforms by 
he Hongkong Government that are not 
line. with the Basic Law — Hong- 
ong’s mini-constitution now being 
drafted — would be overturned in 1997. 
<o Liw told fellow BLDC member and 
‘Executive Councillor Maria Tam that 
Xinhua vice-director Li Chuwen had 
said that Britain had told China that if 
there were no direct elections in 1988, 
executive councillors Sir Sze-yuen 
Chung and Lydia Dunn would resign — 
which they have both denied. Li denied 
‘to the Review having any knowledge of 
the subject or having spoken. about it to 
anybody, including Liu. 


later spread rumours that outspoken 
‘gislative Council and BLDC mem- 
r Martin Lee was the source of the 
_ press leaks, adding the reference to Lee 
was “a joke.” Liu is strongly opposed to 
direct elections in Hongkong, while Lee 
_ is one of the strongest advocates of the 
introduction of democracy before 1997. 










| e eaking lawyer | 


Source of election stories admits to ‘joke’ 


‘Liv admitted to the REVIEW that she. 


mistake.” She is a permanent honorary 
president of the pro-Peking Chinese | 
General Chamber of Commerce, a 
member of the Foreign Trade Arbitra- 
tion Commission of Shenzhen and a 
legal adviser to Xinhua. 

Liu said she gave the information to 
reporters from the two newspapers but 
had expressly asked them not to use it. 
“It was a private conservation cast in a 
humourous and personal context and f> 
got their personal guarantee that they 
would respect the spirit of the joke,” she 
told the REVIEW. : 

It is unclear whether the Chinese | 
have begun an orchestrated campaign | 
to counter the pressure for direct elec- 
tions in 1988 or whether individual 
members of Xinhua are-using their own 














Liu: rumour or humour? SOUPAP MORNING | 





initiatives to show their. support for the 
anti-bourgeois liberalisation campaign 
going on in China. Given the widely cir- 
culated story that Xu does not get on 
with some Xinhua vice-directors, it may 
not be surprising that some Xinhua offi- 
cials might have acted without the bless- 
ing of the local communist leadership. 


he issue of direct elections was not 
discussed at the latest BLDC session 
from 12-20.February in this southwest- 
ern Chinese city, which was devoted:to 
vital legal matters which could also af- 
fect the lives of ordinary Hongkong 
people. begins | 
Although China agreed in the Sino- 
British joint declaration to give the 


_ several pro-Taiwan newspa 





a 

raised by the two different judicial sys- 
tems. Some Hongkong members ex- 
pressed concern about extradition of 
people accused of economic crimes, 
which in some cases are punishable by 
death.in China. Extradition is a very 
sensitive subject in Hongkong because 
many people do not have confidence in 
China's judicial system. 

At present, the British Government 
is responsible for extradition cases, and 
there is no such .arrangement with 
China. A Hongkong Government 





source said the issue has to be dealt with 


and Hongkong would like to establish 
some arrangement with China in the 


‘transition period, rather than to have 


ce imposed on the SAR aft-~ 
1997. ; 
On the question of treason, one pro- 
-posal was that it should be stated in the 
asic Law that the SAR government 
should make laws to prohibit seditiou 
acts and activities aimed at overthrow- 
ing the Chinese Government: An exam- 
ple given by amainland BLDC member 
of such an offence was propagating the 


| “two. China’s” theory in, relation to 


Taiwan, which at present is freely al- 
lowed in Hongkong where there are- 

> The existing Hongkong Crimes Or- 
dinance has detailed provisions on such 
offences as treason, though such powers 
have been sparingly med. Some Hong- 
kong BLDC. members. feel the ordi- 
nance already gives the government too 
much power and one concern is whether 
expressing opinions contrary to. state 
policies will be regarded as treason. 

The political subgroup discussed the 

SAR courts’ final power: of judgment 
and China’s demand for a double safe 
guard against SAR courts “making mis 
takes” which would harm China’s inter- 
ests, First, the jurisdiction of SAR 











| courts would. be defined so. that, thr 


would not trespass upon Peking’s d 
main, and secondly, the Chinese Na- 
tional People’s Congress (NPC) stand- 
ing committee would have the power to 
interpret the Basic Law, to rectify “mis- 
takes,” though. the NPC ruling would 
not be retroactive. 

Mainland: member Shao = Tianren 
uestion of whether Chinese 























SAR “a high degree of autonomy” by 
allowing the court of final appeal to.be 
set up in Hongkong, it is reserving the - 
final say.on key legal and judicial mat- 
ters “in, case. SAR. courts:make mis- 
takes” wl t China’s interests 










Hongkong. la 
after 1997,. and. any. emphasis on 
Chinese laws being applied in Hong- 
kong would be. seen as a breach of the 


„joint declaration and would cause insta- 












Hitachi's advances in medical 
electronics extend to automatic 
blood chemistry analysis, 

a Picture Archiving and Com- 
munications System, diagnostic 
ultrasonics and Magnetic 
Resonance Imaging. 
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Medicine should be more than the ability 
to treat or cure. The best care and treatment come 


from precise diagnosis. 


Medical electronics have brought 
marvelous progress to diagnostic medicine 
in recent years. Great strides have been 
made in biochemical analysis, electron 
microscopes and medical information sys- 
tems. Another shining example is the advent 
of imaging equipment which uses magnetic 
resonance to display even the most subtle 
changes in body chemistry. 


Hitachi’s scientists and engineers are 

* now at work on an innovative system which 
will make it feasible to store, retrieve and 
use comprehensive diagnostic data from a 
wide array of imaging equipment — from the 
most sophisticated Magnetic Resonance 
Imaging units (MRI) to nuclear medicine, 
ultrasonic scanners and X-ray CT, to name 
just a few. This Picture Archiving and Com- 
munications System (PACS) should lead not 
only to more precise diagnosis but also to 
formation of research and education 
information networks which use medical 
image data to, the fullest. 


Hitachi is also developing highly 
advanced electronic microscopes for ex 
ploring the world of micro-fine objects 
indispensable in basic studies of medicine 
and biology. And we are creating medica 
equipment such as an automatic blood 
chemistry analyzer and an informatior 
processing system. 


We link technology to human need 
We believe that Hitachi's advanced tech 
nologies will result in systems that serve 
peoples’ needs more precisely and fully 
than ever before. Our goal in medicine 
and communications, energy and 
transportation as well — is to create and 1 
into practice innovations that will improve 
the quality of life the world around 
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To ensure success in 

the application of industrial 
technology, you need a partner 
who knows how 

to utilize hidden potential 
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Whether it's a question of 
developing energy, food or raw 
material resources, environ- 
mental protection or machinery 
for industry, our technology 


. Just a few examples í € 
points the way to a more secure fr METAR SS 
nical and economii a I 
future. Advanced systems pro- tadesoifered broirrand 
age Cle l JY OU iLe 
vide the means for generating J Fa A 
products, / And you can 
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these our willingness W 


have previously been consid- 
ered unutilizable fuels. Systems 


experts and companies, ti 
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which ensure optimum raw 
material processing. Systems 
which transform waste and 
refuse into energy or high-qual- 
ity biological fertilizer. 
Employed at strategic points 


along the production 
they can make an en 
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FarEastern Economic 


The Far Eastern Eco- 
nomic Review is now 
publishing a quarter- 
ly index which details 
by country and date 
everything that has ap- 
peared in the Review. 
The index is available 
on a quarterly basis. 
Subscribe now and 
each quarterly index 
will be sent to you 
automatically as soon 
as it becomes avail- 
able. A vital research 
tool, the Review in- 
dex will save hours 
of needless search- 
ing for information. 
ORDER YOURS TO- 
DAY! Only HK$230 
(US$30) for 4 quar- 
terly issues. Just com- 
plete the coupon 
below and send with 
your payment. 






The Circulation Department, 
ar Eastern Economic Review, 
GPO Box 160, Hongkong. 


Please send my order for the 
Far Eastern Economic Review 
QUARTERLY INDEX. / enclose 
HK$230/US$30 (or its equivalent 


in local currency) in payment. 
(Please print in block letters) 
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| Territorial talks 


"By Nayan Chanda in Washington 


; Tk 9 February resumption of Sino- 
@ Soviet border talks after a suspen- 


-| sion of nine years is being watched by 


US officials with interest. While they do 
not expect a quick resolution of the bor- 
der: dispute, signs of improvement in 

Sino-Soviet relations along with the 
“anti-West campaign in China have 


F added new fluidity in the triangular rela- 


tions between Moscow, Peking and 
Washington. 
« “A-group of regional specialists from 
the US State Department’s policy plan- 
ing staff, led by its director Richard 
mon, is currently visiting Peking to 
“consult with Chinese counterparts and 
prepare for a trip by Secretary of State 
George Shultz. Sources said that Shultz’ 
rip, planned quite some: time ago, 
would provide a useful opportunity for 


' him to appraise the directions of. 
Chinese policy in the:aftermath of the. 


| sacking of Chinese Communist Party 
general secretary Hu Yaobang. 
“Although administration officials 


publicly play down. the significance of 


the anti-Western campaign in China 


and signs of warming Sino-Soviet ties, in 


: private some express. concern: 
ong-term stability and balance 
triangular relationship. 
One senidr: administration offi 


abo 





-| Sino-Soviet border negotiations watched by US 


over ‘the Chimnaya Islands: opposite 
Khabarovsk to the Chinese. I doubt [it] 
very much,” a US source said. 

It was also considered unlikely that 
Moscow would either make concessions 
to China in the disputed Pamir region of 
the border or acknowledge, as de- 
manded by China, that the Tsarist bor- 
der treaties were “unjust.” 

US officials view China's three con- 
ditions for normalising’ relations with 
Moscow —~ withdrawal of Soviet troops 
from ‘Mongolia and Afghanistan and 
cessation of support for Vietnamese oc- 
cupation of Cambodia —-as placing an 
effective limit on Sino-Soviet detente. 
“It’s China’s three-fan dance,” a State 
Department source said; comparing the 





| 


is very interested in expanding 

mic ties as well as projecting the ima 

of a responsible Asian power. 
One of the key factors in the 





































Western political ite and cu 
too appear to have brightened p 
for closer Sind-Soviet relatio 

The recent removal af 
foreign minister: Mikhail 
(REVIEW, 26 Feb.) from his post 
likely to be well received in P 

































told the REVIEW that if the Soviets were | 


-seen ready not merely for token conces- 

sions but to resolve all the basic issues, | 

“then there is reason for reassessing the 

|. US approach.” A settlement of the bor- 
“der dispute — that led to clashes in 1969. 

and subsequent troop build-up — and. 

edeployment of Soviet troops would || 


raise concern in the West. 
-Itis precisely for this reason, some 
@:: analysts argue, that China was in no 







Murry to reach a border. settlement. 
Even without an agreement there has 
been a lessening of tension, indicated 
among other things. by a four-fold in- 
crease in border trade since 1983. 

Other officials say that the border 
dispute has been a symptom rather than 
a cause of the Sino-Soviet conflict and, 
thus, it was unlikely to be resolved with- 
out broader political detente. In his July 
1986 speech in Vladivostok, Soviet 
leader Mikhail Gorbachov acknowledg- 
ed that the main channel of the Amur 
and Ussuri rivers constituted the border 
line between China and the Soviet 
Union, thus in effect conceding 
Damanskiy Island to Peking. 

This, US officials said, was mere 



























ing with the US» 

‘Sources said that even sev 
eral months before stu 
demonstrations erupted 
China, a top Chine 





















three issues with fans behind which a 
coquettish dancer hides her face. “Once 
‘itwas the Mongolia fan and now it’s the 
Cambodian,” he said. ta by 
’  Imhis view China only favours a slow 
and non-dramatic improvement of rela- 
tions with the Soviets in such a way that 
improves its economic and security. in- 
terests without causing. great concern in 
the US. Basically, “the Chinese. are 






sians.and the Soviet card against us.” 
The Soviets are seen to be 
weakest position in the triangle 
ously trying to improve relati 
China. Sources said that while the an- 
nounced Soviet troop withdrawal from 
Afghanistan late last-year was: “fake,” 
the promised .withdrawal from- Mon- 
golia “is symbolicaily significant.” 
Itis not- often understood ho 
the Soviets are to defuse the th 








playing the US card against the Rus-.’ 





ings Institution, a Washingto: 


known for his p 
Soviet-style central plan 

to US visitors that Peking: mig 
down on student exchanges. Current 
some 17,000 students are studying in th: 
US. oy 

The official said that some US: 
groups were trying to convert students 
to. Western liberal policies. “If the 
Chinese start pointing the finger it the 




























US for trying to influence’the C 
litical system, then we'll have ap 
em,” said Harry Harding oft 





think-tank. 

While harbouring doubts 
steadiness of China's fore 
course, which has so for bee 



















Washington would like to + 
policy of helping Ch 
ernisation ee 
2 Inca 





| night-vision goggles 
t mobile radio. sets. The 
y radar — also known as 
he mortar and artillery fire-findér — 
ts the source of incoming. artillery 
ells and assists.counter-battery fire in 
ckin nig out the source. The radar, as 
elas the night-vision: goggles that in- 
ensify ambient light: to “provide a 
learer image of landscapes at up to 
00 m, would give China an edge in its 
border battles with Vietnam. 
tis an indication of the “swing posi- 
‘attained by China in the Sino- 
gle that while the. US is 
ng its military: cooperation with 
¿= despite. private complaints 
Vietnam. and the danger of 
lowed-down cooperation in searching 
or MIAs — Moscow nevertheless tries 
rd to woo China. 
One ironic byproduct of this wooing 
to be the. establishment of US 
iplomatic ties with. Mongolia. In- 
‘ormed sources told:the REVIEW that 
ngolia, which had long sought dip- 
tomatic relations with. Washington and 
was prevented first by objections from 
‘aiwan, which considers Mongolia to 
tof China, and later by the Soviet 
ion, got the green igal from Mos- 





































gotta ties as a 
Ht tor: ion, announced in 
e Vladivostok speech, to withdraw a 
Mongolia this: year. Mongolian. aca- 

lemics, who were invited to the US late 


















ric ‘participants. that they were 

nhappy about the Soviet plan for 
awal of troops. because their pre- 
ence was a guarantee against Chinese 


) that Gorbachov ` won 
golia’s agreement to a partial troop 
jithdrawal. by accepting. that -Ulan 
ator could establish diplomatic rela- 
ions... with Washington. formally 
ened on 27. January — and thus con- 
its international standing. 
Analysts said that despite Mon- 
golia’s deep suspicion and antipathy to- 
wards the Chinese, Peking welcomed 
the move because it could be seen as a 
ep to loosening the Soviet 
o fo Chi The fact that the 












case Eees which 
be legitimately 
influence. 






Eg front, i howeven, Moscow seems 
io have had difficulty in persuading 
fongolia to. accept_a bigger Soviet 
ithdrawal. Only a motorised 
and-several smaller units 
of Mongolia——- not the 

of. Soviet. forces as 










1 pe ; 
substantial” number of troops from 








An end to isolation 


Ulan Bator and Washington finally establish relations _ 


By Martin Ebon 


fter decades of ambivalent moves, 

the US and Mongolia have estab- 
lished diplomatic relations, evidently 
with Moscow’s benign neutrality. One 
US State Department official said that 
“mutual flirtation” had begun last autumn 
at the UN in New York, where chief US 
delegate Vernon Walters and his dep- 
uty, Herbert Okun, had several meet- 
ings with Gendengiin Nyamdoo, -the 
Mongolian delegate. 

The agreement became official on 27 
January, when Nyamdoo and Secretary 
of State George Shultz signed formal 
documents in Washington. Shultz noted 
that the two countries had: overcome 
“formidable barriers,” both diplomatic 
and geographic, before relations could 
at last be established. Nyamdoo added 
that, before ambassadors could be ex- 
changed, further talks were necessary. 

Both sides were vague as to when 
full-fledged embassies might be estab- 
lished, either’ in ‘Washington or Ulan 


Bator. Presumably, Nyamdoo could act 


simultaneously as his country’s UN rep- 

resentative and ambassador to the US. 
Washington has indicated it would 

like to set up an embassy in Ulan Bator. 


It is understood the capital’s usefulness. 


in monitoring Sino-Soviet relations was 
a factor in seeking representation in the 
capital but that Moscow has advised 





Mongolia to at first allow US accredita- 
tion only throu eb a neighbouring coun- 
try.. This would be China, according to 
REVIEW ‘sources in - Washington 
(REVIEW, 5 Feb. and 12 Feb.). 

Although about 100 governments 
have diplomatic relations with Mon- 
golia, only 17 maintain missions in Ulan 
Bator; these include China, Britain, 
Japan, India and the Soviet bloc nd- 
tions. 

Among the barriers to Washington- 
Ulan Bator relations have been interna- 
tional as well as domestic problems. 
Moscow, while formally emphasisir 
Mongolia’s national independence, di 
couraged wide outside contacts. Wash- 
ington had to take. into account that | 
Taiwan and China. hi j 
claims on Mongol 

Washington 
Taipei's Ii 
national sce 
Peking were no 
at the UN andi 
sure of Peking’s current vi 
golia’s status. Recognition o Mongolia 
might turn out z t tothe- 
Chinese,” said Harry; 1g 
analyst at Washington’s Brookings In- 
stitution. 

Although Mongolia has not been of- 
usally and specifically mentioned by 


d: come to ignore / 
son the inter- 
lations with 

cb observers _ 





Sounding the alarm 


Security chief issues unusual call for internal vigilance 


By Alan Sanders 

M ongolia’s chief of state security has 
warned the country.that it is the 

target of subversion and espionage by 

Western intelligence : services. Some 

sections of the population were suscep- 


tible to rumour-mongering and: care- 


less about protecting state secrets, 
Lieut-Gen. Battsagaany Tsiyregdzen 
said, in an extraordinary reminder of 
the tight security measures of earlier 
years. 

Analysts believe the call for vigilance 
may be intended to serve an internal po- 
litical: purpose and rally the population 
around the leadership at a time when 
expectations of greater prosperity are 
rising but the demand for improved con- 
sumer Services is not being met. 

Tsiyregdzen said “bourgeois special 
services and ideological centres” — that 
is, Western intelligence centres and 
radio broadcasts —~ were trying to mis- 
tead public opinionin Mongolia, under- 





° 


mine Nongotlan-Saviet friendship an 
distort party policy. 

Mongolian Foreign Minister Manga- 
lyn Dugersuren visited the Soviet Union 
late last month and received Moscow’s 
encouragement for the further opening 
of relations. with China and assurances 
of rag eee Soviet support. During the 
visit, Dugersuren also. said he planned 
to:meet his Chinese counterpart, Wu 
Xueqian, 

+ Tsiyregdzen is chairman of the Mon- 
golian State Security Committee and a 
first deputy minister of public security 
oe rougnly the equivalent of the chief of 
the KGB in the Soviet Union, but with- 
out the latter's close connections with 
the party politburo: 
Visitors were said to be taking into 
Mongolia publications containing anti- 
Soviet propaganda and “hostile ideo 
logy,” he said in.an article in the part 
d 

































| Mongolian territory. 












| prior to the death of Mao Zedong, Mon- 
olia became the site of newly built 
oviet military installations, including 
airfields and an improved road system; 
“ol agzadar detection network, high-fidelity 

communications. lines and missile 
placements were also established on 






i E an apparent attempt to reassure 
Pekingand generally contribute to an 
image of a more benign Soviet Union, 
the Ministry. of Defence in, Moscow an- 
nounced on 15 January that it planned 
to withdraw an infantry division, as well 
as other military units, from Mongolia 
this year: 
| Foreign Ministry spokesman Gen- 
~nadi Gerasimov, declined to say how 
many troops would be withdrawn. The 
announcement said: “One full-strength 
motorised rifle division and several 
„ separate units from the contingent of 
Soviet troops on temporary station in 
the territory of Mongolia would bere- 





turned to the Soviet Union from April - 


through June 1987.” 


Western estimates of the number of | 


Soviet troops stationed in Mongolia 
range from 60-70,000. Analysts said 
that a full-strength motorised rifle divi 
sion contained 12,695 «soldiers... A 
rangements. between: the two cou 


tries were orginally formalised by the | | 


Soviet-Mongolian Treaty of Friendship, | 
Cooperation and Mutual Assistance, 


ENEO 


‘Analysts said the call for de 
was unusual as Mongolia now welcomed | 
visitors from abroad and the tourist'ini- 
dustry handled around 10,000 visitors a 
year, though the number of official call- 
ers from the West was still small. 

Large numbers of letters and parcels 





* ~osted to Mongolian citizens and offis -— 


al organisations contained “lewd” pic- 
tures ‘and materials spreading prop- 
aganda of war, national chauvinism and 
religious prejudice, Tsiyregdzen said.’ 

Although official visitors and 
tourists pretended to be interested in 
learning about Mongolia, some of them 
distributed books, newspapers and 
magazines with “hostile content” and 
tried to gather secret information, 


ongolian citizens ` temporari- 
ly stationed im “bourgeois” and 
Third World countries were subjected 
to surveillance, “hostile ideology” and 
even provocation, Tsiyregdzen added. 
Tsiyregdzen said that there were no 
“social or class- roots” in Mongolia for 
activity hostile to the country’s national 
independence, territorial integrity or 
socialist system, but that the enemy's 
harmful activities among $ 












s nuary | 66, whi 
adefence clause. 
During the cordial period of Sino- 


cultural relations with Moscow as well 
as Peking. But as strains between China 


and the Soviet Union developed, Mon- | 


golia was forced to abandon any pretext 
at or reality of being neutral, Soviet per- 
mission for Ulan Bator'to establish dip- 


lomatic relations with the US ‘could be | 


seen partly as an effort to re-emphasise 
Mongolia’s independence. 

Mongolia has maintained its own de- 
legation to the UN since 1961, though it 
supports the Soviet Union's position at 
every point. Incongruously, ever since 
the UN was established, the Ukraine 
and Byelorussia also have independent 
delegations at the UN, and jocular UN 
gossip had it that Washington was pon- 
dering the advantages and disadvan- 
tages of recognising the independence 
of these two “nations.” 


» Alan Sanders writes: During his offi- 
cial visit to Moscow at the end of 
January, Mongolian. Foreign Minister 


Soviet relations in the 1950s Mongolia | 
was able to benefit from commercial- | 










| pni or 
| further opening up of relation 
| China. At the same time, Mongolia w 
| reassured that Soviet support reman 
| firm and unchanging. 
| “Specific steps for promoting th 
| process of the establishment of 
| Asian security” were discussed Oy 
| Dugersuren and his Soviet counterpart, 
| Eduard Shevardnadze. Shevardnad: 
| noted that the main purpose of 
Mongolian-Soviet talks waste inore 
further the effectiveness of coop: 
between the two countries; a 
the sphere of international relations.” 

Dugersuren expressed support 
the Atghan Government's: ef 
achieve a settlement throu 
reconciliation; butmade no: 
ence to Gorbachov's proposals: Tor 
partial withdrawal of Soviet troops fr 
Afghanistan and Mongolia. = 

Tt was raised, however, ata Mose 
press conference given by Dug 
who said that a “considerabl 
the “small” contingent of Soviet troor 
stationed in Mongolia would be puliec 
out “by mutual consent.” 

































of the population. could not be ignored. 
“Rumours are being spread.that the 
party and. government are not taking 
concrete measures in connection with 
the shortcomings in-work to distribute 
food and consumer goods’ in our çoun- 
try,” Tsiyregdzen said. : 

He also said a recent nationwide 
check-up on the keeping and protection 
of state secrets in Mongolian ministries 
and government departments, showed 
that official secrets were given away be- 
cause of irresponsibility, carelessness 
and lack of organisation. © 0 

The “enemy special services” were 
allegedly striving. to ascertain the mili- 
tary, political, scientific and technical 
secrets of Mongolia and ‘to penetrate 
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Development difficulties: page 20 

































especially important defe 
tions and research establishments. 
Analysts said that considerin 
country’s remoteness and relatively Ic 
level of development, it was unlike 
that Mongolia’s military and econo 
secrets) were much in demand, though 
information about Soviet activity inthe 
country was another matter. 
0 The US desire to set up an emba 
in Mongolia following its normal 
of relations in January is understood to 
be related to Ulan Bator’s-usefulne 
monitoring Sino-Soviet relations... < 
Analysts said it was 
justification for Tsiyre 
reminder of the time wh 
forces held sway ina 
mutual suspicion anc 
be aimed at-rall 
the leadership a 












































unfulfilled n 














cal, economic and ideological “short- 
comings,” notably in other Central 
Asian republics such as Kazakhstan and 
Uzbekistan. 
On 27 January, when Soviet leader 
Mikhail Gorbachov delivered a three- 
hour speech to the Soviet Communist 
Party's plenary meeting on internal 
problems, a Mongolian official was 
signing the documents that established 
diplomatic relations with the US. 
‘Just what economic benefit Mon- 
golia might gain from this arrangement 
was unclear, as its exports to the US in 
recent years have been largely restricted 
shimere and camel hair. But, within 
1e Soviet Union’s economic frame- 
ork, Mongolia is destined to emerge 
from its traditional sheep and cattle rais- 
ing into energy production and some in- 
dustrial development. 
<: Mongolia belongs and is for all prac- 
pirposes integrated into the com- 
nist bloc’s economic unit, Comecon. 
late, agro-industrial specialists 
uch East European countries as 
many and Czechoslovakia 
n stationed in Mongo- 
lia or made’ frequent visits to help in 
he development of a variety of pro- 
jects. i O E 
Soviet investmen 









































ngolia, in a 















g facilities; Of the coun- 
tely 2 million people, 
ve in Ulan Bator. The 
:city’s needs for energy, housing 
consumer goods are critical. 
n line with demographic develop- 
ments in Soviet Central Asia, Mon- 
golia’s population is increasing rapidly. 
‘The percentage of people in the 18-25 
‘age groupis high, and pressure on 
ucational facilities is considerable. 
he road network, built to link up 
with the Soviet railway system, has re- 
y been supplemented by increased 
ransport.. In May 1986, Ulan Bator 
ed a new airport. built with Soviet 
nce. and capable of handling 1,200 
h ing and departing passengers: per 
ur... 5 

































by the first sec- 
etary of the Mongolian People’s Rev- 
lutionary Party (MPRP), Yumjaagiyn 
edenbal, at the party's 18th congress. 
the audience, at that time, was a 
viet representative, the then little- 
wn Go 







emoved from. his 





as been de- 





and Tarham. 


party and government posts in Sep- | 
tember 1984, after some 40 years of in- 
creasingly high-handed leadership 
(REVIEW, 6 Sept. °84). His successor, 
Jambyn Batmonh, is apparently firmly 
established. On 1 July 1986 he was 
named by the Mongolian pseudo-par- 
liamentary body, the People’s Great 
Hural, to the post of president of its 
presidium. 

Gorbachov and Batmonh met twice 
last year. During the second meeting, 
on 12 August, the Soviet leader said that 
“quite a few complex and difficult prob- 
lems” in economy and culture remain- 
ed unsolved. Batmonh echoed these 
sentiments. Indeed, he had spoken of 
Mongolia’s difficulties earlier, at the 
19th congress of the MPRP in May 
1986. 


Specifically, Batmonh said that the 
country had failed to utilise its “growing 
economic potential and to completely 
reveal and mobilise available reserves.” 
He added: “A great deal is lost through 
oversights in management and organi- 
sation, through lack of discipline, as 
well as through irresponsibility.” 


olia, which inherited the age- 
| traditions of its nomadic 
herdsmen, remains heavily dependent 
on the efficiency with which herds are 
maintained, Batmonh also told the con- 
gress that “municipal economy and con- 
sumer service for the urban and rural 
population are failing to keep up with 
growing requirements.” 

“In line with Soviet planning, Mon- 
golia is aiming at utilising industrial 
techniques. in farming, developing. an 
“agro-industrial” pattern. . Batmonh 
said that Mongolia was being “assisted” 
in its efforts by a long-term programme 
for cooperation with the Soviet: Union 
through to the year 2000. 

Batmonh also said that the country’s 
“problem of environmental protection 
is becoming increasingly acute.” Soil 
erosion, over-grazing and deforestation 
in the production of lumber are, for a 
desert-engulfed territory like Mongolia, 
deeply threatening conditions. 

In its search for energy sources, 
Mongolia has sought to use satellite ob- 
servation to locate coal resources. The 
country is developing water power 
within Ulan Bator itself, and plans a 
thermal power station in the town of Er- 
denet. Another such station is to be 
erected at Baga Nuur. 

Small repair shops are to be establish- 
ed in outlying areas, so that tractors and 
agricultural machinery may be main- 
tained more efficiently. | Bricks. and 
ceramics are to be produced in the town 
of Tarham, and ferro-cencrete products 
are to be fabricated in both Ulan Bator 
aome Martin Ebon 
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es ist 
AFGHANISTAN 
Construction 
conflict 


Proposed border road 
causes tribal clashes 








By Husain Haqqani in Islamabad 
pane tribesmen backed by. Af- 
ghanistan’s communist government 
are resisting the construction of a road 
that would link Peshawar with an iso- 
lated ‘valley along the Afghan. border. 
Pro-Pakistan tribesmen are helping the 
official militia guard the construction 
project —- opposed by Kabul ostensibly 
on grounds that it would curtail tribal 
autonomy -~ and at least 10 people have 
been ‘killed so far in clashes between 
rival groups. 

The 20 km long, 6 m wide paved 
road would-facilitate access through the 
Tirah- Valley, 50- km southwest of 
Peshawar, and would shorten travelling 
time for Afghan:mujahideen and Pakis: 
tan Government troops passing through 
the Khyber Agency to reach Afghanis- 
tan. The Khyber Agency is the home of 
Afridi tribesmen and is one of seven 
semi-autonomous tribal districts which 
are administered separately.from the 
rest of*Pakistan’s North-West Frontier 
Province. 

Since 1947, Pakistan and Afghanis- 
tan have vied for the loyalty. of the 
Pathan tribesmen, most of whom are 
armed and are: known to be fierce fight- 
ers. Influential tribal maliks (chiefs) are 
known for switching loyalties between 
the two countries.ia return for favours. 

Successive. governments in Kabul 
have tried to incite the tribes against Is- 
lamabad . by. encouraging Pathan 
nationalism and defending ‘the tribes’ 
right to violate: Pakistani laws. -Last 
year, a-group of Afridi. tribesm 













































The Book Every Investor Has Been Waiting For! 


ASIAN STOCKMARKETS: 
The Inside Story ... 


by Anthony Rowley Thelollowing Stock Markets 
i X : are covered: 
North Asia 
Japan, Taiwan, 8. Korea 










We are pleased So announce the publication of AS AN 
STOCKMARKETS: The Inside Story. 


Written and edited by Anthony Rowley, the Revi 
this long awaited and much needed book details the strengths, Ww 
nesses, and idiosyncracies of Asia’s larger as well as lesser stock 1 
Hist Gok charts and graphs fully ndezed kets, From the markets of Japan to Indonesia and from Ho: 
_ the Indian Subcontinent, you get the inside story. Conc 

What The Professionals Say: ‘prehensive, this book. alerts you to the many investment. oj 
“A timely, interesting and thoughtful which exist, while at the same time inform: you of where and why ROLE 


-»analysis of Asian stockmarkets. Anthony should cautious When dealing on some markets in Asia. 
Rowley’s book makes an important : : 


_ contribution to understanding t this dynamic E 
i region ate 


Robert Hormats, Director, 
Goldman Sachs International, New York.” 


“With this book Anthony Rowley, one of > 


t f b list” ee 4 
aas along-felt need for a detini mea ME iy for you, ‘Nour small investment in ASIAN OCKMARKET 


on Asian stock markets.” The Inside Story today, may well pay large dividends in the future by 
J. Mark Mobius, President, : saving you time, ‘energy and money. 


International Investment Trust Company, 

Taipei, To order your copies of ASIAN STOCKMARKE 4 
simply complete the coupon below and send tog 

-ment to: 


























“A very readable and important book. 
Securities markets are only now being 
recognised as a principal source of domestic 

and foreign financing to help solve the, 
= Aeveloping-country debt crisis and to renew i 
irowth. Anthony Rowley deserves applause” 
_ -rom thé financial community for producing 
one, ifnot the first, book on this subject. $ 
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Anthony Rowley was Business Editor of 
the Hongkong-based Far Eastern Economic 
Review from 1978 to 1986 during which 
time he travelled extensively in Asia and 
had the opportunity to study capital-mar- 
ket development in the region at first hand. 

Before Joining the Review, as Singapore 
correspondent, in 1976 the author workéd 
| for ten years on The Times in bondon, 

: where he wrote on finance and investment. 
His first book,.“The Barons of European 
Indu ” was published in London by 
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_Kukikhel ended an cight-month-old 
uce with the government to organise a 
ashkar (tribal-army) against construc- 
on of the road last month. The lashkar 
s attacked the homes of pro-Pakistan 
idi leaders and has threatened to 
p construction of the road by force. 
Opponents of the Tirah road project 
laim that it has been sponsored by the 
‘US and that its main purpose is to im- 
ve military transport. Kukikhel said 
ently that the Tirah- road would in- 
te foreign intervention as Afghanistan 
nd the Soviet Union were being pro- 
‘to intervene and defend their 
ategic interests, 
Radio Kabul has also started inten- 
propaganda against the project, ar- 
ing it would limit tribal independence 
nd extend Pakistan Government con- 
ol-over previously inaccessible tribal 
ory. But a large number of Afridis 
iging to the Zakhakhel sub-tribe 
' Tstamabad; and for the first 
tany: years Kukikhel’s men are 
n obvious minority, 


e Zakhakhels are the most numer- 
ous branch of the Afridi tribe and 
been deprived of political influence 
ly because of their isolation in the 
sy, Construction’of the road 

nable them to wrest leadership 
heir tribe; from ‘the smaller but 
nomically advanced clans who have 

o far exercised disproportionate influ- 



























tthe road — which will 
village in the Tirah Valley 
roads. from Khyber to 


.lised for transporting 
ment in case of a con- 
tional war with Afghanistan though 
usefulness for anti-communist gueril- 
; is questionable. The mujahideen do 
need paved roads for crossing into, 
nistan and would probably prefer 
ve along paths which cannot be 
ected to surveillance easily. 
major factor in Afghanistan’s op- 
ion to opening up of the Tirah Val- 
ey is the likely loss of its advantage in 
kistan’s tribal: politics. Improved ac- 
ess in-the Khyber Agency would un- 
doubtedly lead to increased assimilation 
f Afridi Pathans into Pakistan's politi- 
cal mainstream. This would. diminish 
bul’s potential to foment trouble in 
e Khyber, which with its proximity to 


ar has been a hotbed of tribal 


slamab: 
























he Vietnamese invasion of Cam- 

bodia in December 1978 marked a 
turning point in US-Asean security co- 
operation. The resulting deterioration 
in the strategic environment created 
much apprehension and a sense of 
es in. the Asean countries (princi- 
pally in Thailand, Malaysia and Singa- 
pore) to build up their defence capabili- 
ties. 

The US, because of its treaty com- 
mitment to Thailand and because of 
Soviet support for Vietnam, was forced 
to demonstrate greater interest and re- 
solve in the region. Washington re- 
newed its defence commitments to 
Thailand and the Philippines and also 
increased its security and economic as- 
sistance to the Asean countries. For its 
part, Asean, though it as.a group has no 
formal security arrangement with the 
US, tacitly acknowledged the need for 
the US to play a security role in the re- 
gion. 





US and Asean takes the form of a US 
military presence in Southeast Asia; 
provision of security assistance by the 
US; combined exercises, military-to- 
military contact, and an increase in US 
ae military sales. 

Although US security assistance. to 
the Asean states has increased since 
1979, it has not been dramatic. It 
averages 4-5% of US worldwide 
security assistance and is very small 
when compared to US security assist- 
ance to Southeast Asian countries in the 
1960s and early 1970s. It also pales in 
comparison to the Soviet assistance to 
Vietnam, which is estimated to exceed 
US$1 billion a year. 

US-Asean security cooperation has 


specific basis. Only on the Cambodia 
issue is there cooperation between the 
US and Asean as an entity. 

While the US fully supports Asean’s 
objectives and strategy, it seeks to play 
only a supportive role in the resolution 
of the conflict. It did not meet Asean’s 
request to supply arms to the non-com- 
munist Khmer resistance forces. 

Although the US decided to provide 


this was for non-lethal aid and was chan- 
nelled through Thailand, thus avoiding 
a direct role. 

US concern is over the security of 
Thailand and not Cambodia. The latter 
_ is. significant only because of the Viet- 










ures to assure Thailand o 


Security cooperation between the 


essentially been on a bilateral country- 


US$3.5 million in aid to the non-com-: 
munist Khmer resistance forces in 1986, : 


namese threat to Thai national secuyity.. 
The US has taken.a series of mea- 


Securing a future | 
for Southeast Asia 











In November 1982, agreement was 
reached on the principles for US-Thai 
security cooperation, especially for 
joint planning and combined exercises 
which have now become a regular and 
important feature in US-Thai security 
cooperation... 

Thailand is also being gradually inte- 
grated into US naval and air activities'in 
the Indian and Pacific oceans. Negotia- 
tions have resulted in agreement, sub- 
ject to congressional approval, for the 
US to establish a war reserve stock hold- 
ing in Thailand. These and other mea: 
sures appear to be designed to infus 
new blood into the Treaty of 1954 and 
Agreement of 1962, but to what extent 
the US will-support Thailand in the ` 
event of a major aggression remains an 
enigma. D aa ; f 

he basis: for: security cooperation 
between sovereign states is mutuality of 
interest, shared perception of threat 
and consensus on the approach tọ pre- 
serve and erthance. security in the re- 
gion. There is congruence of interest: be- |: 
tween the US and Asean i mainte- | 
nance of the status quo heast | 
Asia and in the promotion of the pro- 
gress and stability of the Asean states. 

This congruence of interest, how- 
ever, does not extend to threat percep- ` 
tion and approach to preserve security 
in the region. In these areas the consen- 
sus among Asean states: and -between 
Asean and the US is less than complete 
though far from discordant. 

The collective Asean approach to 
peace .and security in the region em- 
phasises neutrality, non-alignment and 
“equidistance,” whereas the US em- 
phasises containment of Soviet threat. 
Indonesia and, to'a lesser extent Malay- 
sia, also want to avoid too close or open — 
an association with. the US for fear of 
undermining their image. as indepen- 
dent non-aligned states and to avoid 
being drawn into unnecessary confron- 
tation with the Soviet Union. l , 

However, Asean also desires.a US 
military presence in the region to 
guarantee a counter-balancing of the 
growing Soviet, military power. Con- 


the | 





sequently, the US-Asean-security_ re- 


lationship ts.characterised by much am- 
biguity and sensitivity, especially on the 
part of some Asean states. 









Muthiah Alagappa is a fellow of the 
Institute of Strategic and Inter- 
national Studies (ISIS), in Malaysia. 
The views expressed are the au- 
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disposition has infuriated some 












ns but US policymakers appear |; 


mprehend Asean’s sensitivities and 


ive in instituting and enlarging the 
scope of cooperation. It should, how- 
|. ever, be noted that there is greater simi- 
` larity in threat perception and in the ap- 


| US, Thailand and Singapore, thus’ ré- 

-sulting in a higher level of cooperation 
among these countries. 

US security policy towards Asia is 


also governed by the Nixon doctrine 


which provides for a more discriminat- 


ing US military role in Asia. The US. | 
looks to the threatened state to assume: 
the primary responsibility for its de= | 
fence, with the US providing limited 


military and economic assistance. The 
emphasis was and will be on burden: 
sharingand a sustainable US role in 
“ wutheast Asia. 

Predicting the future is always a 
hazardous task but useful insights can 


be gained by examining the possibility: 


of change in the core issues — the Cam- 


odia situation, the Soviet threat and 


“tne Chinese threat — and their implica- 
tions for US-Asean security coopera- 
| tion, : 

Of late, there has been some move- 
ment in the Sino-Soviet dimension of 
the Cambodia conflict but of insuffi- 
cient magnitude to have any immediate 

` impact. It is likely that Sino-Soviet ac- 
commodation and Vietnam’s need to 
reconstruct. and reform its economy 


may make for a more flexible Vietnam. 


and China and pave the way for a settle- 
ment in Cambodia. 
This, however, is likely to be a very 
_ gradual process and Vietnam is likely to 
retain a significant measure of control in 
Cambodia. 
Soviet military presence in the re- 
gion is also unlikely to be reduced, and 
__ china has indicated that it will be pre- 


"pared to accept Soviet military presence 


in Cam Ranh Bay and Danang, provid- 

_ ed Vietnam withdraws from Cambodia. 

Given this scenario, Thailand: will 

ill-find it beneficial to cooperate with 

the US,.and the other Asean countries 

are also likely to continue to support a 
US military presence. 


U S perception of the Soviet threat:in 
Southeast Asia is also unlikely to 
change in the near future. Consequent- 
ly, the current level of US attention, 
support and resolve in the region is 
likely to continue, subject only to 
_ budgetary constraints. : 
‘These constraints will, however, pre- 
vent any new commitment and may also 
cut into the steaming days and aircraft 
hours of the Pacific Fleet. The US can 
be expected to encourage greater secu- 
rity cooperation: among the Asean 
states and also to invigorate the nexus 
gmong th members of the Manila Pact, 






ve allowed the latter to take the initia- | 


proach to peace and security among the 




















e Hive-Power Defence Ar- 


The China factor has the potential in 
the long term to destabilise US-Asean 
security cooperation. Given their threat 
perceptions, Indonesia and Malaysia 
would be uncomfortable. with a moder- 
nised China capable of power projec- 
tion in Southeast Asia. =o 4 

- Although such a China is not a possi- 
bility in the next decade, any major 
stride forward in Sino-American secu- 
rity relations, especially under the label 
of burden-sharing, would worry thesé 
two countries and to a lesser degree, 
also the other Asean states. TE 

There are, however, certain trends 
at work in. the US.(such as a more sober 


appreciation of the benefits of the China’ 


card, the Taiwan lobby, and pressure 
groups against the transfer of advanced 
or sensitive technology) and in China (a: 
desire to maintain independence in its 


foreign and security relations): which: 


will prevent too close a collaboration in 


‘the security field. A Sino-Soviet rap- 





F : 
6 The continuing recession 
in the Asean economies can 
act as a catalyst for the 
re-emergence of domestic 
tensions and conflicts and 
provide the impetus to 
threats of insurgency and 

separation. 9 F 





| 
eee | 
prochement, on the other hand, could 
provide. the impetus for a higher level 
of US-Asean cooperation but this too 
is likely to be a gradual, halting pro- 
cess. 

Two other issues which could impact 
on US-Asean security cooperation are 
the situation in the Philippines and the 
economic problems of the Asean coun- 
tries. A communist Philippines will not 
be in the interest of the US or Asean: 
with the breakdown in the peace talks 
between the Aquino: government and 
the . communist-dominated » National 
Democratic’ Fre 















‘the latter may be forced to turn to the: 





pected lo increase iis level an 
assistance to Manila. 

The US may also urge ihe 
Asean-countriés, Subject to th 
and invitation by Manila, to y 
moral and material support to. 1h 
Philippine counter-insurgency effort, 
Asean may initially be rel 
embark on such a Course of actio 
one recalls the assurances of sup 
given by the prime ministers of Mal 
and Singapore to. Thailand in th 
1980s, itis likely that, should he 
tion'so warrant, the other Asean co 
tries will rally around to support 
governmentin Manila. 


Similarly. though the: otlation oF 
the bases agreement is essen a 
bilateral mat i 
PRATEP RES, the akis 
could have adverse consequences fo 
the other Asean states. Termination ¢ 
US bases, in the absence of a ter 
tion of Soviet base facilities in Viet 
and Cambodia, wouldtilt the balar 














































of the region t 
consequences fo 
Although 






However, none of the other Asea 


states is willing t the ba 











agreement may also stipulate provision 
for the gradual phasing out of the bases 
The US may also have to increase the 
value of its compensation package. 

The continuing recession in the 
Asean economies can act as a catalyst. 
for the re-emergence of domestic 
sions and conflicts and providet 
petus to threats of insurgency and sep | 
aration. Faced with such potential probe 
lems, all the countries in Asean are 
ing great emphasis in’ réimvigor: 
their sagging economies. 

As the US is the leading or second | 
most important trading partner loro 
Asean countries, economic issues 
becoming dominant in US-Asean 
tions. 

Should the US and the West fail ta 
accommodate Asean’s concerns, (hen 

























socialist bloc, particularly to the $ 
Union which has been attempti 
exploit Asean’s misgivings with the L 
and other industrialised countries. 





Should trade relations betw 
Asean and the socialist bloc improv 
will undoubtedly hav i hoo 





Asean’s attitude towards s 
operation withthe US. But 
not of immediate cor 
subject to ma 














































By Hamish McDonald in Sydney 
ith general elections due within a 
year, Australia’s conservative op- 
position parties have been thrown into 
disarray by a challenge from the right- 
wing, mounted by 76-year-old Queens- 
and state premier Sir Johannes Bjelke- 
Petersen. 
Received with glee by Prime Minis- 
etrc Bob Hawke's. Australian . Labor 
Party (ALP) government as a wonder- 
ul. diversion from. its own economic 
roubles, Bjelke-Petersen’s campaign 
or. national. leadership has. alarmed 
many political analysts with the power 
of its. crude populism... 
His 19-year. grip on` Queensland, 
‘onfirmed by last November's state 
elections. under a heavily gerryman- 
dered electoral system, (REVIEW, 13 
Nov. © .'86), “Joh”  Bjelke-Petersen 
ims a “mandate from the people of 
alia” for his. policies of low tax, 
all government and making the un- 
ployed work for their dole. 
nched at a conservative rally in 

agga Wagga, Bjelke-Petersen’s 
iple one: cut present highly 
rogressive income tax toa flat 25% and 
make up the revenue loss by slashing 
government spending rather than by ex- 
g.indirect taxes. Should the con- 
tive parties. the city-based Lib- 
s and rural-based Nationals which, 
ederal.level, have kept.a tight coali- 
since World War Il-~ not adopt his 
sage, they would be swept aside by a 
w Joh party. . 
_In any case, Byelke-Petersen himself 
d be coming to Canberra: by step- 
ing down as. premier and standing for a 
deral seat, and with his wife Florence 
dy. installed as a National Party 
or, Bjelke-Petersen indicated. he 
ight take. along his son John as well, 
groom him, as a future Queensland 
As with practical details of 
iis policies, questions about the tim- 
ng of this move have. met with the 
tock. answer: “Don’t you worry about 
that.” Soo, 

A group of property developers and 
ther. businessmen: — known as the 
white-shoe brigade” from. the snappy 




















































Queensland's brash Gold Coast resort 
- has emerged, promising financial 
acking of A$25. million. (US$16.5 mil- 

lion) for Joh candidates. 

<The premier’s age, homespun lan- 
guage, frequent lapses into incoherence 
and the implicit “supply-side” logic of 

is economics seemed to some critics a 

arody of the leadership of US Pre- 
an. 



















Dave"! 


allenge from the Right 


Queensland’s premier seeks the prime ministership 


othing favoured. in, their. base. on. 


» others it. seemed. 


like the old film favourites about coun- 
try hicks visiting “the big smoke” — 
with Bjelke-Petersen’s image outside 
his own backwoods constituency justas 
quaint. : 

But as the Joh bandwagon began to 
gather momentum, comparison took on 
a more sinister note —- some even to 
Adolf Hitler's seizure of the German 
middle classes and others to the 
Poujadist brand of populism in 1950s 
France. The Sydney Morning Herald 
said in an editorial that “Sir Joh poses a 
fundamental threat to the stability of 
our political institutions. The signs are 
ominous. If Sir Joh is not rejected, Aus- 
tralia could find itself in deep political 


“critic 





take a vote. With party-room 
iticis leaking to reporters and 
Bjelke-Petersen, Sinclair appeared al- 
most disavowed. 

The embarrassment spread to How- 
ard, as the defection of the Nationals 
from joint policymaking and even the 
coalition itself seemed imminent. Some 
backbench MPs openly declared their 
opposition to the line Howard has been 
taking on opposition tax policy: to bring 
in a low and flat income tax scale, but 
necessarily balanced by a new consump- 
tion tax. 

Within his own Liberal Party 
ranks, it was rumoured, opponents 
of Howard's leadership were stir- 
ring. Adherents of Andrew Peacock, 
whom Howard deposed 18 months ago, 
were said to be counting heads. The 
stories persisted even after Peacock 
said: “There is no challenge . . . Jour- 
nalists should take a collective col“ 
shower.” 

Speculation. was -encouraged | by 
Bjeclke-Petersen’s endorsement of Pea- 
cock as “someone Iocan- 











work with.” It seemed an 
unlikely. alliance, given 
that Peacock's camp 1s the 
“wet” side of the Liberal 
Party: — furthest away 
_ from the premiers help- 
yourself. pl koseni But 
opinion polls: showed -a 
coalition headed by Pea- 
cock and: Pielke- Pataren: 
trouncing Hawke’s ALP. 
Peacock’s use of the pre- 
sent tense seemed to leave., 
open a future challenge if 
„Liberal morale. sapped 
away. However, in present 
circumstances, a. move 
could reek of being used by 
Bjelke-Petersen to smash 
the coalition, 

Asit: is, Howard. has 








| Bjelke-Petersen; Peacock: endorsement. 
disarray. The spectre of a banana re- 
public has never been so real.” 

When the federal parliament met for 
the year’s first session, however, Hawke 
and his ministers were playing the Joh 
challenge for laughs and cheap points 
off opposition leader John Howard as 
he tried to score on figures showing 
„Australia’s gross foreign debt had risen 
above the symbolic A$100 billion mark. 
The turmoil Bijelke-Petersen had 
caused in the coalition made it all too 
easy. 


n their pre-session meeting in Can- 
i berra, the 26 National Party MPs had 
declared their broad support for Bjelke- 
Petersen's goals and invited him to. be- 
come “fully involved” in the upcoming 
federal elections. When loyal deputies 
tried to get a vote of confidence in Na- 
tional Party leader Ian Sinclair — whom 
Bjelke-Petersen had dubbed “half a 
_ Liberal” for staying as junior partier in 
the coalition — the backbenchers: de- 











been. halted in his plans to 
present Australian middle-class voters 
with.a credible “low-tax” alternative to. | 
Hawke’s tax regime, which is inthepro 
cess of bringing marginal rates down tc 

amaximum.49% from the previous 60% 
by mid-year: Protests from trade unions 
and welfare lobbies had caused Hawke 
to balk at a consumption tax that would 
have enabled. lower income-tax. rates. 
Until the Joh challenge, Howard did not 
have this handicap. 

The flaw in Howard's approach, 
which: Bjelke-Petersen may have in- 
tuitively seen,’ is that electorates: are 
not. always that rational —- and that 
consumption taxes have been vote- 
losers everywhere. Economic snake- 
oil or not, the Queensland premier 
could make an elemental appeal to 
hopes of a.simple solution. As in his 
own. state, where state taxes and regu- 
lation are among the heaviest in the 
country, the policies eventually appli- 
ed can contradict. the electoral mes- 











GIB -Your Middle Eastern Link 


The volatility of investment and currency 
markets has in recent months substantially increased 
risks for investors, many of whom are now convinced 
that professional experience and expertise are 
necessary to contain risks and maximise returns. 

Gulf International Bank offers a professional 
and comprehensive investment service to clients, 
covering areas such as Portfolio Management, 
Capital Markets and active day to-day trading. 


GIB OFFICES: HEAD OFFICE: P.0. BOX 1017, MANAMA 
LONDON: 2-6, CANNON STREET, LONDON TEL: (044) 1 248 6411 TELEX 8812889 GIBANK G 


Advice is given to ¢ lients on the major inter 
national investment markets, in addition to 
executing orders on their behalf. The Bank's location 
in Bahrain is ideal as it enables the investment 
team to cover trading hours in Tokyo, London and 
New York. 

These investment services complement the 
wide range of commercial and wholesale banking 
activities carried out by GIB internationally 
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Behind this succe 


When we developed The Peninsula, Hong Kong in the early twenties, it was a marketing breakthrough. 
Its founders saw clearly the need for deluxe accommodation in Hong Kong and responded by 
selecting the territory's prime location and spared no expense in c¢ mstruction and features. 

This year, history repeats itself 
The new 740 room Kowloon Hotel, standing proudly behind The Peninsula, Hong Kong is another breakthrough. 


Built with the business traveller in mind, The Kowloon Hotel offers superior accommodation with 
the latest in-room communications technology. 
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3s stands another 


We are committed to providing the best service to travellers worldwide. We made that commitment w 
our first hotel, The Peninsula. Hong Kong, and we continue to honour it with our latest. The Kowle« 
In fact, we live up to our commitment in all Peninsula Gr up hotels, from the deluxe Manila Peninsul 
to the spacious Garden Hotel in Guangzhou ond. the highly-acclaimed Jianguo Hotel in Beijin 

Rather than rest on its laurels. 


The Peninsula Group understands that it is EA The Peninsula Group 
R i 


only as good as its last success. 


YOU'RE LOOKING F 


IN TELECOMM 





F THE VERY LATEST 
JNICATIONS 


U.S. Route 10. The Santa Monica Freeway. 
One of the busiest, most congested highways 
in America. From the middle of a traffic jam 
here, Los Angeles commuters can make phone 
calls to anywhere in the world, and never talk 
to an operator. 

Ericsson is providing cellular mobile tele- 
phone systems to non-wireline companies 
throughout California. Soon these systems 
will cover the Los Angeles and San Francisco 
Greater Bay areas, providing the potential for 
one giant system serving most of the state’s 24 
million people. 

Californians spend a great deal of time in 
their cars, and cellular telephoning has become 
popular. Businesspeople especially appreciate 
how effective they can be during hours spent 
on the road. They can even use the system to 
transmit data to their offices. 

You'll find Ericsson cellular systems in 22 
countries on five continents. In the U.S., Erics 
son holds a 35 % share by population of the 
top 90 non-wireline markets. That includes 
five of the top 10: Los Angeles, San Francisco, 
Chicago, Detroit, and Houston. 

Cellular telephone systems. The latest way 
for you to keep business rolling. 





<« 
. ERICSSON Ž 


Ericsson Radio Systems AB 
S-16380 Stockholm, Sweden. Telephone: +46-8 757 00 00. 
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Waiting in Europe for a connecting flight? 








SAS makes it a little more comfortable. 


There are many major business centers in Europe that fast of your choice. Then a limousine back to your on- 
you can't fly direct to from Asia. Hamburg, Milan, Glas- ward flight. 


gow and Stuttgart to name just a few. And if that’s where Refreshed, refuelled, ready for a working day. And 

you're headed you'll need to make a connection. being so nice to yourself won't cost you one cent extra! 
We can make that connection alittle easier and a lot The principle behind today’s SAS is simple. We're 

more comfortable. We call it our “Copenhagen Treat". making it easier for people who travel on business. 
First get yourself to Bangkok. From there it’s non- > 

stop to Copenhagen. On arrival a limousine will whisk f LIAS 

you away to the luxury Hotel Scandinavia. There you can § / 

slip into a hot bath or a sauna and relax over the break- The Businessman’ Airline 


SAS. BANGKOK 253 8333. HONG KONG 5-265978. TAIPEI 7120138. MANILA 887218. SINGAPORE 225 1333. JAKARTA 584110. KUALA LUMPUR 2426044, 














: VO books have recently brought 
| great pleasure. One was a collection of 
: “and/or pungent quotes, The 
Things They Say About -Politicians 
‘| -which the REVIEW’'s former Kuala Lum- 
`= pur bureau chief, K. Das, has compiled 
and published himself (calling his 
eponymous enterprise K. Das- Ink). 
This compendium includes old favour- 
es (“Nixon is the kind of politician who 

uld cut down a redwood tree, then 
unt the stump for a conservation 

ch” — Adlai Stevenson, and “How 

ou conceive of a one-party system 
country that has over 200 cheeses?” 


Charles de Gaulle) as well as those . 


which read. as stingingly fresh-minted 

(“An editor is one who separates the 

y ‘om the chaff and prints the 
Adlai Stevenson). 

> compendium:of many such 

rovides a framework — or a 


opinion of 
stern he said: “I think it 
uld be a good idea”) and the Father 
Aalaysia, Tunku Abdul Rahman, are 

| to. good,..up-to-date effect. 

save the way for bitingly relevant 

mories of, for example, Lee Kudn 

w saying back in 1961 that the merg- 
ing of Singapore and Malaysia was “as 
inevitable as the rising and the setting of 
the sun . . . No man can keep the artifi- 


cial barrier at the causeway for long.” 


And of his. 1970 quotes from the present 
prime minister of Malaysia, Mahathir 
Mohamad’s 1970 book The Malay Di- 
lemma: “The only basis for racial har- 
mony in a multi-racial society is racial 
equality.” And again, “I contend that 
the Malays are the original or indige- 
nous people of Malaya and the only 
people who can claim Malaya as their 
one and only country.” 
@ THE second book which I have read 
recently with great pleasure is the Japan 
Diaries of Richard Gordon Smith edited 
ty Victoria Manthorpe and published 
y Viking Rainbird/Penguin Books. On 
tne face of it the book appears unpro- 
mising:, the memoirs of an elderly Eng- 
lish buffer, of sufficient private. means 
to travel widely in pursuit of his main 
love -— shootin’, plus of course huntin’ 
and fishin’ — and who after wide travels 
round the globe, ends up in Japan in 
1898. 

Gordon Smith was indeed a bit of a 
blimp and there are passages — particu- 
larly in the early years he spent in Japan 
when he remarks on the locals’ incrvil- 
ity, maddening customs or physical ugli- 
ness — where he reveals himself as a 
typical product of his class. and times. 

Nevertheless, such qualities were of a 
fi with. his courage, initiative and 
extraordinary energy. Irascible, he suf- 
fered fools. of all ages badly: “De- 
photographs with Tamamura; 

too much light and spoiled 











down, but here in Japan this means 
from between three and six months im- 
prisonment, without the option of a 
fine.” dupi 
© GORDON Smith could never quite 
get used to the gawping curiosity which 
the appearance — often the first ever — 
of a gaijin inspired among Japanese vil- 
lagers. 
But as the 20th century dawns, the 
writer, settled down in a delightful Ja- 
panete:sivie house off the track beaten 
y foreigners, in Kobe, begins to ap- 
preciaté. Japanese virtues and cour- 


tesies; “I taught Tsuru [the game of] | 


halma today and after three games she 
could play as well as I could. It may 
seem that teaching your servants to play 
halma was an extraordinary thing to do 
but if you live as an ordinary Japanese 
there is nothing extraordinary about it. 
You are as polite to your servants as you 
sare to the upper classes.” ; 
@ THE expatriate’s choler is largely re- 
‘served for his own country. Returning 
to Britain in 1901, “I. was nearly over- 
come by the utter ignorance of my coun- 
trymen of the whole Far Eastern situa- 
tion — political or otherwise.” He com- 
municates these feelings to a fellow Bri- 
ton and records his reply: “Don’t say the 
» British nation is ignorant on the Eastern 
“question, they are totally and absolutely 
ignorant of every single topic except 
_racing and football!!!” (Things do not 
~ seem to have changed very much.) 
~~ Perhaps his irritability was partly the 
“product of ill-health; Gordon Smith ap- 
peared to have suffered from every pos- 
sible complaint colds, fever, 
rheumatism, blood poisoning, asthma, 
beri-beri and hideous outbreaks of boils 
(the available expertise appears to have 
been minimal). But whatever his suffer- 
ings, he is soon dragging. himself up 
mountains to view waterfalls, embark- 
ing on another marine expedition, hik- 
ing over hills to bag deer or pheasants. 
è ALTHOUGH always an enthusias- 
tic hunter, Gordon Smith became more 
and more fascinated with the flora and 
fauna of Japan. He became an hon- 
oured correspondent of. London 
museums, sending carefully preserved 
specimens back to Britain, many of 
which he had dredged up from the sea 
from the decks of his hired yacht 
Snowflake in which he sailed round the 
southern coast.of Japan and its inland 
sea. He also became.an enthusiastic col- 
lector of painted scrolls, carvings and 
netsuke and other. Japanese objets 
d'art, developing an amazingly refined 
taste in the arts — which sits oddly on 
the shoulders of.this old-style globe trot- 
ter and big-game hunter. 
Gradually Gordon S$ 
widens, as he- listens. t 








the depths. He recounts them for 
own sake, in great detail: of sea god 
es, of the long-nosed fengu and 
crow-like ‘companion who spirit youl 
away to teach them the martial arts: 
the ghost of Yuki Onna; of the gu 
suppon tortoise, who lures the unwe 
to death by drowning in the lak 
Netetotekoi Iki, and many other 
stories which are not exactly what 


a tiny over-laden boat 
eigner to visit the dive 
Kashima islands, where he 
whelmed with the co 
and the beauty — of 
diving women and the village 
hospitality: “One of the mo: 
days I have ever spent, not 
count of the. interest but a 
the charming manners at 
ness of these wild, uneivilis 
tian, yellow-skinned barbari 
palefaced hypo- pon- 
crite or money» 
grasping. narrows 
minded mission- 
ary would call 
them.” 

_ As his admira- 
tion for the Ja | 


firepumps from 
several villages all 
converge to douse a conflag Js 
regard for his own country sinks. He is 
ashamed of London’s paltroonery as 
war between Japan and Czarist Russia 
becomes inevitable, as the British deter: 
to the French and. open the Suez Canal” 
for the. Russian fleet bound for its de- | 
feat by the Japanese navy, and he exults 
in Japan’s victories. f 
@ THROUGHOUT his travels, Gor” 
don Smith illustrated his leather-bound | 
diaries with sketches, excellent photo, 
praphe and paintings commissioned 
rom local Japanese artists — of 
scapes, people, temples, kimonos: 
flower arrangements and all the natural 
history specimens he collected for the | 
London museums. 
What makes this book a special de= © 
light is that every page is enlivened by 
the superb colour of the diaries’ original | 
illustrations. The combination of the- 
diarist’s bluff honesty and sensiti A 
for detail are thus reproduced. i 
word and picture, transportin 
reader back to the Japan of thet 
the century. One closes the page 
fh 


even more for the 
the people which si 
him. 


























Clad in Manila 

Land Reform”: It is 
je phrase of the mo- 
tent in Manila, ae 
ther as a populist slo- 
of the Left, a 


si 
Wi 


S EE E 
for communist 


























éryone’s lips but 
iboi at it really means 
n less certain are the bene- 
ing to the rural majority. 


i 
be avoided. 


eepening crisis of rural lar 
hers fear that redistributing 


Iwill simply siphon-off limited re- 
rces and exacer ate sagging produc- 










lippines has one of Asia’s 
t heavily tenanted agriculture with a 

ge group of landless farmers. The 
ream that they might some day own a 
arcel of soil has prompted the farmers 
revolt, first against colonial 
later in a 1950s insurgency 

‘on. The dream now fuels 

Honwide, ..commiunist-led in- 

ney that has entered its 18th year. 
shock from the 22 January killings 
Manila of at least 20 farmers demand- 
idical land redistribution helped 

ur the bureaucracy into finalising the 
Sure of its ground, the revolutionary 

ft offers: a mantra-like refrain of 
land to the tillers” using class-based 
reasoning. The influential Roman 
Catholic Church hierarchy speaks of a 


“genuine” land reform prompted by 































be outdone, politicians and parties of a 
more traditional cast urge “meaningful” 
land reform, often for purely oppor- 
tunistic reasons, Even those with the 
‘Most to lose, such as sugar plantation 
iers, embrace “responsible land re- 
on the understanding that the 
nge may turn out to be no change at 




















e latest instalment in a long his- 


r awkward, however . 





ple phrase may be, it is | 


-Aquino launches a land-reform programme 


Rhetoric and realit 


tory of government-sanctioned agrarian 
plans emerged on 8 February. As part of 
a public-relations exercise at the expiry 
of a 60-day ceasefire with the com- 
munist-dominated National Democra- 
tic Front, Agrarian Reform Minister 
Heherson Alvarez set out a programme 
of four parts, put together by the ag- 
riculture, agrarian reform, natural re- 
sources and finance ministries plus the 
National Economic and Development 
Authority and other agencies. 

The first part of the programme aims 
to complete the distribution of maize 
and rice lands begun under former pre- 


freee 














Aquino: ambitious goals. 








| to find resource: 
| at a higher level of 


| Philippine Develop ! 
ee by Aquino on 12 Dece 
| last 





moral dictates of social-justice. Not to | 








sident Ferdinand Marcos. The second 
part will distribute idle, government- 
foreclosed and “voluntarily offered” 
lands. It is only the third part, still in the 
planning stage, that will decide how to 
“reform” all private, non-rice and non- 
maize lands. The fourth component 
turns on major changes to usage of pub- 
lic lands, often those zoned for forestry. 
The plan clearly sets ambitious goals 
for redistribution, compensation, credit 
expansion and poverty-alleviation. Al- 
varez spoke of a “holistic” approach — 
agrarian reform rather than just cutting 
p land into new ownership patterns. 
The programme will “not be limited to 
mere transfer [of land] to tenants and 
landless workers,” he said. “The new 
owner-cultivators will be provided sup- 
port services in credit sind marketing to 
sustain them in their new status.” 





But Aquino’s plan differs from the 
-more radical changes demanded b the 





Left in several key respects. These in- 
clude the plan’s focus on compensation 
and payment, a willingness to use 
foreign funding, a bias towards already 
existing laws that favour maize or rice- 
growing tenants and the holding back 
from redistribution of large public and 


private landholdings. 


A closer look at the package reveals 
an artful stitching together of earlier 
programmes —- including those started, 
with some initial. success, during the 
Marcos era. But while the essentials: ° 


the plan are clear enough several lars 
question marks hang over the exercise. 


, First, how will it be funded? The gov- 


ernment inherited a bankrupt ex 
chequer. Apart from fulfilling land re- 


form demands, it must also find ways to 
finance promises to rehabilitate neg- 
| lected infrastructure, roads ‘and public 


works. It must also make good promises 


| in the new constitution of less costly 


public education. Not least, it will need 





sity 









The governm dium 





ment Pla 





mber 


ear, inscribed only a comparatively 


small sum for agrarian reform targets i 


TE shock of the 22 January 


Men- 


diola bridge killings whipped the 
inter-agency land reform strategy (al- 
ready prepared in draft) into place. The 


government hopes most of what some: 


officials said privately could amount toa 


USS$5 billion price tag for the expa 


ided, 


five-year scheme will come from foreign 


sources. sete te 
Foreign willingness to grant 
sums will become clearer after a 













to fight the guerilla war 


n 1987-92,” 


these © 


num 


bers count at the upcoming annual 


meeting of the Asian Development. 


Bank in Osaka from 27-29 April. 


The 


Japanese, US and other traditional 
donors have registered interest. But the 
government must first settle a thorny 
problem: the valuation yardstick for ac- 
quiring private lands now. growing 
rice or maize for the purpose of convert- 
ing share-crop tenants into owner-cul- 


tivators. oe 
The Constitutional Commi 

(Concom), when drafting the 

ratified constitution, thrashed 


ssion 
now- 
out 


clauses defining the “right” of “farmers 
and regular farmworkers who are land- 
less to own directly or collectively the 


lands they till or, in the case of the 






farmworkers, to receive a just sha 
the fruits thereof.” z 





f 


















also requires “reasonable retention 

limits [of landlords’ current holdings] as 

the congress [to be elected on 11 May] 

may prescribe . . . subject to the pay- 

ment of just compensation.” Key gov- 
ernment land reform:adviser Mahar 
Mangahas told the REVIEW that. the 
words “just compensation” are “the two 
most important words in the new con- 
stitution.” 

. Mangahas says that though October 
1986 social surveys point to a majority 
opinion. rejecting market-value | com- 
pensation for landowners, the tenor of 

: Concom debate showed clear intention 
to give landowners “fair market value.” 







in the way of achieving social justice 
through land redistribution. Given the 
strong likelihood that the new congress 






nd many other government advisers 
-ave argued forcefully for decisive pres- 
idential action in settling some Paaie 
legal and financial problems be- 


He points to this as another impediment 





will display caution in forcing divest- 
ment of land from current owners, he | 











l aaa we not ownership, has 
become the central agrarian chal- 
lenge. Landlessness cuts inconveniently 
across other aspirations to. diversify 
Philippine agriculture away from its 
ruinous dependence on two, poorly 












fore congress convenes in July. 
Until that time Aquino’s re- 
gime. retains “revolutionary”, de- 
cree-making powers that will con- 
tinue to have the force of legislation 
Reliable sources said Aquino will © 
probably issue; before the con 
meets, a. decree givin 
values .to irrigated an 





ngres 
notion 
non-irri 


vernment has to quantify its 
nding needs. In its broad po-. 
li ie government has commit- 
ted itself to making up, pr 

ably with foreign funding, the 
difference between the cost of 
“just compensation” and a ce: 
ing on the payment burden 
shouldered by the new owners. 













to the programme. Behind them: lie 
other, more intractable obstacles. . 

` While the rhetoric about land reform 
has changed remarkably. little, the 
underlying- agrarian « reality is now 
vastly different from just 35 years 







sures, land-usage and land-hunger flow 
from one constant factor: population 
growth. 

In 1950, 20 million people lived. in. 
the Philippines. By 1990 the population 
will reach 60 million, representing one 
of the world’s fastest growth rates. As a 
direct result, the remaining virgin land 
has almost completely disappeared. 

» Sometime during the 1960s the total 
cultivated area began to hold constant, 
with increased ‘harvest yields coming 
mainly from:slash-and-burn techniques 














temporary gain. 





~~ These are the immediate. challenges . 





ago. Today’s. land-holding, land-pres- | 


ravaging thinly fertile hillside soils for 


earning export crops (sugar and coco- 
nuts) and'on three, low-value. subsis- 
tence crops (rice, maize and coconuts). 
Yet, without the capital inputs or the 
incentive that comes from ownership or 
a solid leasehold, verty-stricken 
farmers will stick with these lower earn- 
ing but more reliable subsistence food- 
crops. If all the arable land was put into 
coconuts, rice or maize tomorrow (an 
implicit assumption behind the Left’s 
equalising promises), all farming 
families would see their income plunge 
to a level 25% below the rural poverty 
line according to the World Bank. 
Reform and recovery: page 34 
Communists’ alternative: page 35 
Cash-crop solution: page 36 
Gearing up to the task: page 37 
































answer to what it sees as “two 
lated sets of problems” — agric 
“massive underemployment, low | 
comes, wide income disparities a 
poor nutrition,” on thea a 
narrow export base whichis 
denton sugar andgcoconuis o 
The implication seems cli odu 
tivity goals can clash with social eguit 
Agrarian reform must somehow 
bine wider ownership patterns 
crops and new agricultural technique 
And this, in turn, requires ù 
dentedly close inter-agency coordin 
tion. a 
Both politically and economically, 
therefore, the “easy” agrarian solutions 
peridocially taken. when the coun 





















































| only had 20 million or fewer people are 


no longer rele 


though often 
tribal or M 


These in 









in misery. In fact, “land reformu 





| the sense of carving up larger est: tes 


into smaller ones, has already oce 


| ~~ with unhappy results. Farm fra) 


tation through imberitance continu 
apace, accelerated by the disap) 
ance of virgin land and by the 
exorable rise in family numbers, 

The Aquino government’ spro 
assumes a continuation 
programmes plus some possibilits 
vesting small areas of often choice la 
such as the 50,000 ha sequestered from 
Marcos “cronies,” to others — who may _ 
possibly be landless farmers. Yetthe di. 
mensions of the rural landless problem 
have grown to such an extent that ten. 
ants constitute a distinct “middie class” | 
between owner and landless labourer. | 

The land reform’s bias towards tens 
ants may even be misplaced for reasons 
of social equity. Inmany parts of Lugon, 
tenants now distribute most of th 
farms’ seasonal work to landless labo 
ers — the poorest of the rural poor. 
many as 1.5 milion of these 
squat on the land. of tenant fa 
sometimes receiving the right to farm a 
smalllot. 

Aquino’s agrarian reform: pr 
me has direct relevance to. 
against the communist re 































































; on fam 
I ity into slash-and- 
ting on government-owned hill 


e no rights to cultivation.. Further, 
ey aggravate = land- despoliation 
i in many instances, by.commer- 
al ng that first denuded the areas. 
hese marginal hill-farmers suffer some 
he: worst poverty.in the Philippines 

d more readily accept the bright fu- 
promised: by the communist New 


People’s Arm Hone 
i ing problem. opens up 
troubling agrarian. facets of 
1965 the Philippines had a forest 
cof nearly 13. million ha. Ten years 
5.5 million:ha of forest had disap- 
d ünder the loggers’ saws and the 
of slash-and-burn farmers. Foreign 
forestry experts recently visiting the 
country said perhaps 1.5-2 million ha is 
that now remains. To preserve the 
nd already farmed, regardless of own- 
rship, the quality of the eroding upland 
watersheds must be regained. 





















espite the attention now going to 
agrarian reform in the capital, the 
perennial in Philippine politics, 
e's - described: the issue: 
sod and, arguably, peace attract 

ich Philippine devotion as land re- 
orm.” The hope goes back at least to the 
1896 revolution against the Spanish, and 
surfaced anew in the forced purchase 
id distribution of friar estates by the 
ew US colonial regime a few years later. 
early presidents of the indepen- 
hilippine Republic also offered 
reform: rent. reduction program- 
or settlement on virgin land for sur- 
red rebels of the 1950s Hukbala- 
vement. Even the much criticis- 

cos pushed through arguably the 

t far-reaching land ‘redistribution 
ver achieved in the Philippines, a con- 
olidation of a reform package initiated 
; predecessor Diosdado Macapa- 



















tider Marcos’ martial law presiden- 
tial decree No..27 in. 1972,:tenants on all 
- and maize’ growing lands became 
med owners” of their lands by the 
f the presidential pen, Brisk pro- 
in: transferring titles was. initially 
but | Jand-owner. resist- 
Marcos’ manoeuvring slowed 
momentum. Aquino’s. government 
only:32% of the lands under. “PD 

27T”: have completed transfer, and aims 
io. complete the job in two years. Both 
oreign donors and internal opponents 
ill be watching closely to see if that 
sk will succeed. And all are conscious 
; behind the perhaps misplaced at- 
ntion to tenants, still lie further and 
ponderous. problems that swell 
_the growing numbers of landless 











































tning for land ownership remains a ; 


“year. 
of the. 


‘quired. The final phase, which the 











By Jose Galang in Manila 


|The expanded land- 













i PHIIPPIRES 


a wee 
Soe 


lifetime op 


political history.” 


The programme aims at erasing 
decades of social injustice in the coun- 
try, where an estimated 70% of the 
people live in poverty, while toiling 
on land they have had little hope of 
owning. The programme also is aimed 
at improving rural productivity and 
incomes — key ingredients of a na- 


tional _economic-recovery plan 
that would relieve the Philippines’ . 
56 million people of the debilitat- 
ing effects of the 1983-85 reces- 
sion. 

The programme starts this 
It is a continuation 
land-transfer scheme 
launched in 1972 by. former 
president Ferdinand Marcos, . |’ 
covering. rice and maize lands... | 
with areas planted.in other com- 
mercial — crops particularly 
coconut and sugar — slated for 
later as financial support is ac- 


government expects to launch. in 
the early 1990s, will involve. the 
possible distribution of public. 
lands. 

The target beneficiaries of the 
first phase comprise the remaining 
93% of the farmers and 77% of 
the farms originally covered in 
Marcos’ land-transfer scheme. 
The new programme's more complex 
final two stages will require new legisla- 





tion, which the government of President - 


Corazon Aquino will try to wangle from 

the new congress that is ‘due to be 

elected in May. ; : 
Shifting the programme into high 


gear to cover coconut and sugar lands 
will not be easy. These sectors are 
among the most highly politicised imag- 


riculture. Sugar landowners control 
huge estates and once contributed up to 


20% of the country’s annual export 


earnings. 
Sugar landowners were pamper- 


ed with political largesse during the 
Marcos years, and coconut farmers 
have just been through a traumatic 
period under the control of Marcos 


“cronies.” 
Agrarian Reform. Minister 





l ugy reform programme 


being proposed by the | form scheme: “The weakness of the ag- 
qaim Philippine Govern- | rarian sector has been our main prob- 
? ment has been de- | lem. The. programme of the govern- 


{scribed by Finance 
Minister Jaime Ong- 
Saip pin as “a once-in-a- 
portunity to-effect a drama- 
tic, positive and permanent change in 
the course of Philippine economic and 





| Heher- | 


(Land reform seen as- 
the key to recovery 








son Alvarez described to the REVIEW 
the basic philosophy behind the land-re- 


ment, the lynchpin of which is land re- 
form, seeks to improve the purchasing 
ability of the population in the coun- 
tryside. As this sector’s earning capa- 
city improves, it will be better able to 
absorb the emerging manufactures in: 
the urban areas. And as the urban sec- 
tor develops, the excess of manpower 
in the countryside, for which there 
will never be enough land, will be ab- 
sorbed,” 

Indeed, economists here generall, 
agree that the Philippine economy's 
development. was. stunted during the 
past three decades by previous:adminis- 















DECLINING | 
FARM SIZE 


trations’ pre-occupation. with import- 
substituting _ industries, which ` the 
domestic market was not able to sup- 
“port. . Protectionist,.. policies: promul- 
gated to prop.up. such industries:-ef- 
ee penalised the agricultural sec- 
on d farm productivity. remained 
ow. : 
In its first three years, the govern- 
ment’s four-stage land-reform program- 
me will cover some 1:49 million ha of 
land, representing 18.5% of the coun- 
try’s cultivatable land. By 1990, the pro- 
pamite should be well under way for a 

rther expansion to cover 3.85 million 
¿ha of private estates:and government 
land. If the size of the project is stagger- 
‘ing, the-cost to implement. it is so 
“frightening” that government officials 
remain hesitantto discuss it. me 

Forthe two stages —~- essentially, 















nof the past adm 
initiatives — the cost of acquiring 
ands, redistributing them and provid- 
ing support credit and other services to 
| the new landowners is estimated at 
-more than P35 billion (US$1.7 bil- 
lion). 
` ` The second half of the programme, 
which will involve acquisition of bigger 
tracts of land; may require more than 
P70 billion. The funds can only be 
raised with new government borrowings 
~~ both foreign and domestic — and via 
new taxes. 
“At the last meeting of the country’s 
traditional aid donors in Paris in late 
“January, Ongpin sought a fund of 
US$500 million to help launch the land- 
reform programme. The Philippines 
‘wants a 30-year repayment period at a 
-soft 3% annual interest rate. A’ follow- 
up meeting to discuss the proposed fund 
is expected in April, in Japan. A sepa- 
. até.representation by Alvarez to the 
“vapanese Government, could lead.to 


| another loan of US$250 million for the 
programme. Alvarez got commitments. 


on the loan during a trip to Tokyo last 
November. oe 
‘The scheme’s dependence on new 


ign borrowings makes it vulnerable ` 


iticism. The country now has 
debts of US$27.8 billion, with 


erest payments alone draining 


the country’s export earnings. 
ough recent surveys indicate that 


more than 60% of eo amen: : 
reform through . 
fo ative t 


ble to. supporting lan 


ot be so. recept 


Te land-redistribution. programme 

` F covers two areas: privately owned, 
tenant-farmed lands and: public lands: 
The main thrust of the programme in 
the private sector is to convert share 


tenants into -either leaseholders -or 


owner-cultivators under three schemes 
— land transfer, leasehold operation 
and landed-estates programmes. In the 
public domain, the government would 
establish and develop settlement areas 
where family-size farms would be given 
to deserving landless tillers. = 

The land-transfer programme begun 
under Marcos initial y covered certain 
towns in Luzon and Visayas..Soon after, 
the programme was expanded to. cover 
the entire country. r l 

However, Marcos’ programme was 
_ limited to rice- and maize lands, concen- 
“trating on 1.52 million ha, 956,000 ten- 
ants and 431,100 landowners. The pro- 
gramme got bogged down in political 
wrangles when landowners with 7 ha or 
less, after intense lobbying, were al- 


lowed to- retain their holdings. This ef- 


fectively reduced the programme’s 
coverage by 690,000 ha and 531,000 ten- 
ants. T 

owners-was the largest among Asian 


countries which had implemented land 


orm to date 


istra- 





vies come up for de- 





e maximum area granted land- : 


1986, the number 
ation patents — 
documents to agrarian-re- 
form beneficiaries. that were the 
equivalent of land titles — totalled 
19,903, covering 11,187 farmers work- 
ing on 9,681 ha. This represented only 
3.1% of the target beneficiaries, the 
Ministry of Agrarian Reform (MAR) 
says. ` 
Under ‘the ‘new initiative, the first 
phase will cover 557,000 ha of-rice and 
maize lands, to complete the original 
plan as envisioned in 1972. The second 
phase will involve 939,000°ha of pri- 
vately owned lands. Specifically tar- 
geted for this phase are idle or aban- 
doned lands, expropriated lands, fore- 
closed and forecloseable lands, seques- 
tered lands from Marcos cronies and 
any lands put forward voluntarily for 
redistribution. About 1.07 million 
farmers and landless agricultural work- 
ers are to benefit from the first two 
phases, ys 
For rice and maize lands that will be 
acquired, farmers working them will be- 
come new landowners and will be re- 
quired to pay periodic payments to the 
Land Bank of the Philippines, which 
will also be the agency to pay the current 


owners. In farms too small to be broken 


up, but where farmers work as tenants, 


_ the land will be rented out to the ten-` 


Th leasehold-operation scheme, in- 


cluded in’ the programme’s initial 

Stages, covers share tenants working on 

private lands.of less than 7 ha, The aim. 
Is to upgrade the share tenants into ag- | 
; ricultural lessee so that they cannot be 
‘arbitrarily evicted from the lands they 
.work. There. are now 527,667 tenants 


working on 562,230 ha covered by this 


programme. ‘oa 


The government is proceeding cauti- 
ously in the third stage of the program- 
me, which involves acquiring and redis- 
tributing 3.85 million ha of private es- 
tates, The cost will be huge and the pro- 
gramme will require legislation from the 
congress, which is scheduled to convene 
at the end of June.:Among the estates 
that are being considered for acquisi- 
tion and redistribution is Hacienda 
Luisita, a 6,000-ha sugar farm in Tarlac 


-province owned by President Aquino's 


family. 

Already under the administration of 
the MAR are 155 estates of 88,143 ha, 
accounting for 56,302 farmers. Deeds of 
sale have been issued to 12,613 farmers 
covering 19,932-ha as of last October. 
Most of the estates acquired by the gov- 
ernment under five pieces of legislation 
over the past 40 years are in the Central 
Luzon’ provinces of Tarlac, Pampanga, 
Bulacan and Nueva Ecija— hotbeds of 
insurgency in the 1950s. 

The MAR. list: of acquired estates 
also includes a: 245.7-ha property ac- 
quired in. 1971- for P934,000: It. was 


bought from Benigno Aquino Jr, the 
president’s ae a 


slate husband 











alternative 


JA month after T 
>. dinand Mare 
Manila lasi 


surged “total agraria 
preform” as the + 
tonale for Cora 
Aquino's revolut 
ry government. “Nowhere has such 
form succeeded except. by authorita 
decree,” the groupreasoned: 
Alf private lands, they continue: 
should come into: the Te, 
ations and big córpora 
quired by deceit, intimid 
lence. should likewise be 
tillers.” Coconut and sugar la 
also go to “tenant-operators,” w 
learn “small-farm technology a 
organic fertilisers.” 
Although much wider than the offi- 
cialland-reform programme announced 





Sugar worker: land to the til re 


on 8 February, these views and the peo 
ple voicing them did not come fro 
Communist Party of the Philip 
(CPP) seminar. On the contrary, the U 
Government4inked Asia Foundati 
paid for the meeting, organised by 
idarity. magazine. Participants incha 
lawyers, moderate farm leaders, adep- 
uty agrarian reform minister and a 
Filipino UN land-reform consultant, 

Far from being unacceptably radical, 
these positions fall well within a reform 
minded mainstream of opinion. Fror 
most points along the political ape 
trum, Filipinos agree. that skewed land: 
ownership, heavy. tenancy burdens an: 
rising landlessness add up to the coun 
try’sdeepest-challenge. <. a 

Federation. of Frer 

resident Jeremias 
ieves. “olig l 










land transfer 

der martial law was 35 times more ef- 

han [under] the previous re- 

Montemayor said: last: year. 

[the Marcos law] only 

the surface,” affecting some 

farmers: “Tenancy: is a minor 

art of the peasantry: farm workers out- 

number tenants two-, or even three-to- 
one.” 


















‘he FFF amounts to the main alter- 
veto the more. militant’ Kilusang 
Magbubukid ng’ Pilipinas (KMP) — 
which, demands “free distribution of 
nds seized from Marcos’ cronies” and 
lands foreclosed by government-owned 
nks. The KMP also wants priority for 
food (not export).crops. 




















e | (NPA) í 
surgency. The CPP’s recently revised 


manual, Revolutionary Guide for Land 
Reform, hinges on “free division of land 
for poor and middie peasants [accom- 
pence by] production cooperatives.” 

uide’s chapter on rural social 
Pay fe ations sets out an elaborate 
hierarchy of exploitation. The key con- 
sideration is how much of a farmer’s 
livelihood comes from his own efforts 
and how much from the labour of 
others. 

The book draws.out.a scale ranging 
from absentee landlords to landless 
labourers, with various categories of 
“middle” peasants described as exploit- 
ing those below them on the social scale 
n vanop de i Various percentages 

“income derived from the labour of 
Shen are set down as guides to the de- 





_exploitation. For 

r-middle peasants, if 

‘they are deriving more than 30% of 

their livelihood from. the labour of 
others, are being exploitative. 

The guide offers both analyses and 
rules of action for a “national democra- 
tic government.” On a nationwide 
scale, this will necessarily happen only 
after the successful end of the NPA’s in- 
surrection, The party deliberately keeps 
vague its intentions about the formal 
place of ownership in a post-revolution- 
ary countryside, relying for the time 
being on the “land-to-the-tillers” slo- 
gan. 

The apparently free redistribution of 
land has enormous. appeal to the land- 
less poor, as does the ta on usury (loan 
interest in excess.of 10%). and rent-re- 
duction measures. In NPA-influenced 
areas, many of the policies found in the 








d | The most fundamen- 
tal problem of Philip- 
pine agriculture is the 


ging landscape of 


about 2:4% a year, 
he ze of farms has shrunk over the 
ulation is projected to grow 
lion in. 1950 to.60 million in 


ower rate — -from 7.2 mil- 
bout 9.6 million ha, or less 


990. The average farm size in 1955 was 
ha and is estimated to'stand at 2.6 ha 
yy 1990,.while thë harvested area in 




























tant at 90% of the farm size. 
_ The smaller sizes of farms in many 
cases militated against productivity im- 
ement. For example, there are 
than 33,000 sugar farms in the 
ry almost 60% of these are 
ler than 2 mlior In the coconut indus- 


for ownership and usage audias for 
ultivation) i is estimated at 14:5 millión 

, Or nearly half. Actual area currently 
cultivation comes to. just under 
million ha. The amount of unoc- 

l available for distri- 























farm i ig projected to remain con-. 





period, particularly among farm work- 


Shifting to cash crops 
or he income 


is now hardly possible to provide land to 
the landless without taking it away from 
others, says Mahar Mangahas of Social 
Weather Stations Inc. 

Frank Denton, who had done-re- 
search for Rand Corp.. and the US 
Agency “for . International Develop- 
ment, 
Allocated or higher-value crops. This, 
however, 
crops, more trade and less self-suffi- 
ciency in basic crops such as rice and 
corn. Of the total harvested area, 85% 
is devoted to rice, maize.and coconut— 
the three lowest value-added crops. The 
value added per ha from crops culti- 
vated on the remaining land is 3-30 
times that for rice, maize and coconut, 
Denton notes. 

The Bureau of Agricultural Econo- 
mics figures for 1985 indicate that the 
value of production of rice came to 
P7,750 (US$378) a ha; maize, P2,880, 
and coconut, P3,860. In contrast, aver- 
age value of production of mango was 
P68,490 a ha; pineapple, P40,330; cof- 
fee, R24 690; banana, P12, 960, and 
onion, P33, 240. 

“If all land were distributed to the 
agricultural population for production 
of rice, maize or coconut, all families 
would have an agricultural income of 
25% below the rural poverty “level 
established by the World Bank 
[given current productivity],” Denton 
says. 

‘The average value of production in 
rice, maize and coconut has remained 
stationary at P125 a person (at constant 
prices) from 1972-83.-It is perhaps natu- 


| ral that insurgency and rebel: recruit- 


ment have gained pace during the 


rs. A handful of farmers; however, 





ests that increased areas be. 


implies more specialised | 











cal markets and possibly for expo 
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Senn REVIEWGRAPHS Dy Andy TANG 
managed to get jobs overseas as con- 
struction: workers, with a monthly. pay 
equivalent to about a year’s gross in- 
come from I: ha of rice farm. 


future lan ‘orm is to be successful. 
Many Filipino farmers who were con.” 
verted into amortising owners of the 
land they till under previous program- 
mes ran into problems owing to a gen- 
eral lack of support measures to boost 
their incomes. More than 90% of such 
farmers are unable to meet payment 
schedules. 


Tk Philippine Goverment ‘is’ evi- 
dently aware that mere land distri- 
bution will’ not be enough. Agrarian 
Reform Minister ` Heherson Alvarez 


The assistance éxtends to the selec- . 
tion of crops that are:suitable for the 





producers 


































| tral Luzon now time their ex 
















tonomous, _village-leve 
organs of government) 
gramme of action is suppo 

lier implementation...» 


to receive 





But the CPP is loathe to give very _ 


much land-reform autonomy to its local 
organs. Ina: recent addendum to the 


guide, the party’s central committee’ 


makes explicit its sole right to: make 
rural class analysis, leaving to regional 
pr committees — of which there are 
‘believed to be 13 — the power to make 
local modifications “with the approval 


| ofthe central committee.” The most re- 
“p cent issue of the central committee's | 
; clandestine bulletin Ang Bayan. claims. 


the party’s land reform is working: in 
NPA areas, “land rent is lowered, usury 


| reduced i 


‘+ tive work enhanced and reasonable 





ced nated, the price of 
peasants’ produce increased, coopera- 
wage levels for farm workers estab- 
lished. Hundreds of cooperatives have 
been set up.” 

The government's ‘restricted, 23 
January inter-agency land-reform re- 
port notes the “land-reform issue has 
given the subversive movement its most 
alluring talking point to attract the land- 
less poor.” The document goes on to say 
that the “roots [of the land-distribution 
problem] lie in the abuse of state. pre- 


-rogatives to grant land to the powerful 


and hence, socially undeserving few.” 
Montemayor said that “government 
machinery is. landlord. or. oligarchic 
dominated. And I do not care whether it 
is the Marcos or Aquino government — 
for the farmer it is just a change of 
oligarchs.” ~~ James Clad 
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AREA 


“Bor 








rts to 





Japan when other exporters ( 
Taiwan) are off-season. 







In other areas there are plans to set 


up factories to process, possibly forex- 
| port, what the farmers produce.’ Will 


this not only expose the farmers to r 
“y. further exploitation from the big invest- 








„ors, including the multinationals? Al- 
varez says there are moves in. his minis- 
ry to talk to these exporters into shar-. 
ng profits in the export markets with 
thefarmers. ~~ 
Fortunately, the new land-reform ini- 
tiatives coincide with a rebound in 
world-market. prices of agricultural 
commodities, particularly coconut and 
sugar. That should complemént any 
plans to introduce new farming. and 


marketing technology to the land-re- | 


form package. How soon the impact of 
all these developments will start filter- 
ing down to the farmers, however, will 
be another question. 

Farm cooperatives will now be 
treated as economic, not political or- 
| ganisations, according to Alvarez: The 






cure financing requirements from-rural 
- banks, instead of relying, as in the past, 
on government subsidies. That practice 
had apparently made. cooperatives 





| susceptible to political manipulations. 
uch as 





| cooperatives will be encouraged to se- - 


LAND 
SCARCITY 
0.8 (Area/capita) ; 
; Area + agricultural population 





> As for rural credit, the government 
has already launched.on 19 February a 
P730 million fund to extend credits (of 


agricultural projects. The new land re~ 
form propramme s first two stages (for 


1987-89) has programmed P9.05 billion 


for credit needs of farmers. For land 
transfer costs, P21.2 billion is being al- 
located for those who intend to acquire 
land. 

But many of the landowners with 





-medium-sized farms (of 7-24 ha) that 


will be affected by the redistribution 
programme, are wanting high prices for 
their land. Acquisition of land-reform 
land since 1972 were at about P 12,000 a 
ha, according to some landlords. They 
say that current market rates are about 
P 50,000 a ha, which could go up to as 
much as £200,000 if the property is con- 
verted into a residential project. 

In the absence of a new. formula, 
land value for rice and maize farms will 
be. the equivalent of 2.5 times the aver- 
age value of production over the past 
three years, Payments will be reinvested 
in. “viable government or private-sector 
enterprises,” mainly companies: listed 


with the Board of Investments which 


enjoy various ince 






na uo 

he legislature created by 

Philippine Constitution wili beco 

a key ai reget mn bed epeb p 

gramme. The likely political | 

ion of po eos te house o 

congress became clearer on 20 Fi 

with the annouricement of a slate: 

men and two women to ran, wi 

dent Corazon Aquino's blessing 

elections scheduled for LI May, 
The list includes eight curren 

cabinet ministers — among them Ay 

rian’ Reform Minister 

varez. Five senior gover: 

have also been chosen, with the 

ing towards mostly well seasone: 

cians with a few new faces, = 

. The two women are Leticia Shab 


* 


























up to P500,000 to each borrower) for 









Pimentel joined Aquino’s 
last year and remain on it, whi c 
hani and Tamano were deputy foreign — 
affairs ministers. : 
Other cabinet-ranked persons. r 
ceiving Aquino’s senate endorsement 
include Wigberto Tanada (cast 
commissioner), Vicente Paterna (chia 
man of the Philippine National Oil Co.) 
‘and Audit Chairman Teéofistio Gai 

























plebiscite. win, observers concur 
most of Aquino’s senate candidates wil 
win their seats. But the lower house of 
congress may become a more import 
place: Aquino has asked Agri 
ture Minister Ramon Mitra to become 



















g he rts and minds 





; al Sricharatchanya in Bangkok : 

a signi cant tactical move aimed.at 
more effectively countering the out- 
wed Communist: Party of Thailand's 
PT). unabated ideological. struggle, 

ster r Prem, ‘Tinsulanond has 
ector of the Internal 


nied by a major reorganisation of 
; geared to a planned broad 
t offensive against. the com- 
~ still regarded by military 
aders as Thailand’ s most serious secu- 
y threat. S T 
The replacement on February: of. 
ommander Gen... Chaovalit 
iyut by Prem as chief of the 
eans the. civilian government 
f taken over'a task traditionally per-. 
formed: by.the military. An army-af- 
liated -agency set up specifically to 
mbat communism, the ISOC has in 
st been led by the army command- 
nd. wes eneako i in'a wide: amay of 

































governm nt steps up political work to counter communists 


its resources shifting to political work. 
The reorganisation, said to have 
been initiated by Chaovalit, dove-tails 


with Thailand’s peaceful approach to | 


neutralisin 
that dates 
the government’s desire to regain 
momentum in the struggle against the 
communists who, though largely de- 
feated on the battlefield by 1982, have 
in recent years stepped up political work 
in urban areas. 
Late last year (REVIEW, 20 Nov. 

'86), Chaovalit caused a stir by warning 


the communists — a policy 


that the communists were gaining an 


upper-hand in their. political offensive 


and that they might be able to take up 


arms again unless the government re- 
sponds to the threat. 

The new streamlined ISOC is to be- 
come a policymaking and planning 


‘body, against its traditional role of im- 


plementing policy. It will act as the main 
vehicle in generating ideas for — and 
soliciting input from — all public 


This announcement appears as a matter of record only. 
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ack to 1980. It also reflects |: 




























refining the present political system. 
Former supreme commander Gen. 
Saiyud Kerdphol, Pangea 
specialist, : “This s- a welcome 
move. The task f fighting communism 
rests not onl h , but also 
with the c sectors in 
our society. We have tried to get direct: 
























groups, Perea political parties, on | 


Since it was founded in 1946, the Far Gaci ni 
Economic Review has been dedicated to the inep 
depth, authoritative analysis ofthe political, econo- - 

mic and financial affairs of every single country in 
the Asia/Pacific region. Boasting a staff of over 40 
full-time correspondents and journalists located in 
every country in the region, the Review is consi- 
dered to be the leading publication on Asian affairs 
in the world and deemed essential reading for | 
senior executives in busin SS, 
ment and the professions.: 


Over 85% of the Review's circulation | ison pre- 
paid subscription, and a new survey of Review 
subscribers has just been completed by Interna- 
tional Research Associates (HK) Ltd. a 

Review subscribers are primarily top manage- 
ment individuals who travel frequently, make key 
decisions for their companies and wield enormous 
purchasing power. 


For a complete copy of the Review Subscriber 
Study 1986 please write on yonr company’s 


government involvement in the past but | 
have not succeeded.” 

Prem held the top ISOC post previ- 
ously as army. commander, until late 
1981. Chaovalit, supreme commander 

“Gajaseni, the command: .. 


























, banking, govern- i 
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force, ‘plus 


$ flow ‘serve a 
ISOC deputy directors. © ooe 
... Chaovalit has bec 
-critical of civilian politics. In 
dress in Chiang Mai on 14 February, he 
likened the coalition partners to trading 
companies, which joined ‘the govern 
ment to protect their business interests. 
: Armed with the 1980 prime ministerial 


- directive NO, 66/23, which allows the: 
“Military to act asa catalyst for political 
_ reform, the army wants to help develop: 


a “perfect democratic system,” which is 
Seen as the most effective means of ri 


ding Thailand of communism (REVIEW, | 


19 Feb.). 


Chewics broadside hit a soft spot 
a which left leaders of the three main 
coalition p 

Chart That 


ariety of businesses, ranging from phar- 
slaceuticals to liquor and soft drinks. 
Sources told the REVIEW that there 





OPPS 
minister's abse 
» While 





9: civilian 





i“ Coming:on the eve of Prem’s depar- 
ture for a two-week overseas tour — he 
will head a large delegation to Egypt, 
the Netherlands, Britain-and Spain, be- 
ginning on 7 March -= Chaovalit’s state- 
ment is read in some quarters as an at- 
tempt to keep politicians, both those in- 


| side the government and those in the 


sition, at bay during the prime 


ent’s plan to counter the com” 
political activities, the army | 


y: been promoting its own 





rand of democracy in the co 

The army's “programme, 

along guidelines. set out in. 

ministerial directive No. 66/23 

ried out by a unit known as Send 

or Dream of Peace. 
Established in 1983 — a vear afte 

the CPT’s armed wing, the Peopl 


Liberation Army, fell apart dué to 


sive defections — the Dream of Peace: 

unit's primary task is to eliminate com 

munist fronts in the lowlands. ; 
More than 200 Dream of Pea 


army's overall supervision b 


-ganised at the regional levi 
(armies, ISOC es, the 
“volunteer paramilita 


counter-insurgency 
missions —- and the Bo 
Police. Each team, made 
than 40 members, com 
teams respectively in 
tical affairs, surveying. 
assisting villagers, psycho! 
fare and entertainment, an 


The teams focus their at 

remote villages where comia i 
activities are reported. A confiden 
Army Operations Centre manual: 
scribes the Dream 
paano goal.as i 

elonging in th i 
people that they are the collective ber 





‘he PFC Intemational Portfolio Fund is 
F a unique investment concept bringing 
together some of the best funds and 
managers available in Hong Kong and 
offering three investment strategies. 


' ‘One of these, the Specialist Growth Fund, 


is invested in international equities and has an 
excellent record as these tables from Resident 
» Abroad and Money Management show. 





International Equity 


_ Sector leaders (unconverted) 

One year’ Bee 
Newport Int} Securities Led 
Guinness Mahon- GS Global Eq 
PFC Specialist Growth 
Mercury Selected-Global 
Schroder Asia Intemational 
Average 
(Resident Abroad) 


Sector leaders 
One year. 
Apollo-Fund 
Newport Inri Secutities Led 
Guinness Mahon GS Global Eq 
PRC Specialise Growth 
Mercury Selecred-Global 
Average 
{Money Management) 

eas 











lend Is The Key To Good Investm 
FC International Fund & NM Schroder American Fund 


One of the funds contributing to this 
performance is the NM Schroder American 
Fund which since the beginning of the year 
has increased by 11.5%" benefitting from 
Schroders specialist investment expertise in 
both New York and London. 


To take advantage of this impressive blend of > 
funds, complete and rebun the coupory below. 
* Figures tom SCMP bid ta hid 

The unit price of these finds can go down as well 
ag up 


Please sond me details of the 
PPC International Portiolio Fura. 


Mr David Wilkie or Mr. Vinten Chan: 
Personal Financial Consultants Led, 
130, Work Trade Cerner, 

Causeway Bay, Hong Kong. 

Teh $-8908448 
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he CPI's political structure 
gh ducating and training villagers 
mbination of various forms of 
mental assistance, entertain- 
- each team is equipped with a 
. combo — and subtle political 
sages interspersed between songs or 
tage shows seems to achieve the de- 
d results. At Ban Nam Tok, in south 
jailand, Dream of Peace teams helped 
g a marked improvement in the vil- 

ers’ standard of living. == - 
rganising villagers into coopera- 
ves, agricultural middlemen — seen as 
oitative of farmers.and, therefore, an 
f favouring communist ideology 
re effectively removed, and farm- 
began toreap more from the product 
heir labour. As 47-year-old rubber 
tobacco farmer Sompong Phan- 
ana told the REVIEW: “Middlemen 
to buy tobacco. leaves from indivi- 
households at Baht 40 [US$1.50] per 
lo. Our cooperative now. collectively 
lls the leaves at Baht 70 per kilo.” 
Similar groups have been formed to 
market rubber sheets and coffee beans. 



























trategists see. the political 
the consequence of straight- 
‘hen we first enter 
iscuss sensitive mat- 
e are a virtuous team — we help. 
e villagers trust us, they start pro- 
ing information useful to the eradica- 
. of various unjust conditions,” said 
amroeng Phinklang, commander 
 southern-based 4th Army Re- 
n’s Ranger force. 










At the end of the exercise, the 
agers are encouraged to air their 
inces. through anonymous letters. 
oeng said about 80% of the com- 
aints, mostly involving petty conflicts 
nong villagers, are resolved, On thorn- 
- issues, such as maltreatment by 

icialdom, complaints are forwarded 
appropriate agencies. The 4th Army 
mmmander is said to have invoked his 
powers to.transfer unscrupulous 
fficials in six serious cases. 
While the programme benefits pea- 
ts, its political implications are view- 
ith anxiety by. some politicians. A 
ngkok university researcher who ob- 
ed one Dream of Peace team in 
chin Buri province, near the Cambo- 
ian border, wrote: “The political edu- 
on was conductedin stage shows and 

,. which emphasised the Cambo- 
ians’ plight, heroic acts of the villagers’ 
hai ancestors and the. [Vietnamese 
munist] threat from the eastern bor- 
er .... The entertainment proved to be 
highly effective propaganda method. 
eral MPs have expressed concern 
the army used this unit against 
times of election, it would inflict 

E a 






















Each team spends about a monthina | 














Political muscle-flexing 


The KMT and opposition spar prior to legislature’s opening 


By Cari Goldstein in Taipei 

A: Taiwan’s legislature prepared for 
the opening of its spring session on 

24 February, sparring between the rul- 

ing Kuomintang (KMT) and the fledgel- 


ing opposition Democratic Progressive | 


Party (DPP) provided some early ex- 
citement, while internal. struggles in 
both camps furnished the rest. 

The DPP started off flexing the mus- 
cles it gained in last December’s elec- 
tion, when it nearly doubled its rep- 
resentation to 13 (REVIEW, 18 Dec. 
°86). As the legislature prepared to 
begin the swearing-in ceremony on 23 
February, DPP legislators, led by 
Chang Chun-hsiung from Kaohsiung, 
leaped on stage to demand a formal 
review of all legislators’ credentials to 


Chang Chun-hsiung: dual-nationality issue. 


parliament, despite the opposition’s 












“This has always been one of the op- 
position’s main shortcomings — there is 
no single leader that most people can 
support,” a foreign analyst said. 

The ruling party continued to enjoy.a 
massive majority in the 320-member 


electoral gains. Thus a behind-the- 
scenes revolt by newly elected KMT 
legislators, demanding a greater say in 
party affairs, broke out in late January 
and early February, and looked as 
threatening to the conservative party 
leadership as did the appearance of an 
opposition party. 

Besides the internal challenge, the 
KMT faces the task in the new session of 
delivering on its promise of major politi- 
























determine, how many have dual nation- 
ality. In the disturbance that followed 
the refusal of the legislature’s leader- 
ship to consider their request, the op- 
positionists boycotted the remainder of 
the ceremonies. 

Earlier, Huang Huang-hsiung, an- 
other of the new DPP legislators, had 
been leading a campaign to establish a 
specific term of office for the premier, 
who is appointed by President Chiang 
Ching-kuo, rather than the existing sys- 
tem of open-ended tenure. 

The DPP’s performance at the 
swearing-in ceremony seemed likely to 
hinder the new party’s efforts to con- 
vince the electorate that it offered a via- 
ble alternative to the KMT. The opposi- 
tion has been struggling with only li- 
mited success to overcome sharp inter- 
nal divisions between party cadres and 
elected representatives. Another prob- 
lem was the continuing, barely sub- 
merged contest for leadership among at 
Jeast five or six individuals. 










cal reforms. The legislature has already © 
been handed. a:draft national security | 
law, which isto replace 40 yearsof mar- = 
tial law. On 21 February, the Interior 
Ministry sai ad completed work on 
a civic organisations bill, which will set . 
the ground rules for new political par- 
ties. The government. has r : 
grant the DPP formal recognition, even 
while allowing it to- operate; until this 
billispafsed- 0a n a 
At a training session for new legis- 
lators which began on 18 January at the 
KMT’s_ Revolutionary; Practice Re- 
search Institute on Yangmingshan, 
exclusive suburb overlooking Taipei, 
students shocked thi ‘achers by tak- 
ing up a traditional of ion demand 
-~ that Taiwan’s parliamentary bodies 
be completely reconstituted to give the 
Taiwan electorate a stronger voice. 
This issue has been under considera- 
tion bya 12-man KMT committee since 
May 1986. However, opinion remained: 
sharply, divided within the party over. 






























































vise a formula that c: 

nd revitalise parliamentary 

hile still maintaining the gov- 

ernment’s claim to represent the whole 

f China, which remains under “tem- 
rary” communist rule. 


About 220 legislators still survive’ 


‘from those elected 40 years ago.on the 
Chinese mainland. Younger politicians 
in the ruling party would like these old- 
“sters to fade away as quickly as possible 
and, in the meantime, to keep quiet. 
_ “The old are reluctant to give up their 
- power, but they have to face the realit 
of changing times,” a disgruntled K T 
legislator said. ' 


~The younger legislators also called 


for the legislature’s president and vice- 
| president and the secretary-general of 
| the KMT. caucus to be selected from 


- granted floor time to question govern- 
ment officials, it was announced, while 
ifetime members would present their 

; questions in written form. 


the subject of the legislature’s pre- 
ney and vice-presidency, how- 
le answer was a firm no. A party 
ng session on 20 February, as 
ap ant described it, produced the 
younger legislators’ reluctant agree- 
ment for the incumbents, 81-year-old 
Nich Wen-ya and Liu Kuo-tsai, 76, to 
posts. © 
“Both the draft national security law 
and the civic organisations bill are ex- 
. pected to pass by the end of the legisla- 
tive session in July. The key question is 
how the parties bill would define adher- 
ence to the three conditions put forward 
by Chiang last year, when he first re- 
vealed his intention to permit the for- 
mation of new parties. These were to 
honour the constitution, oppose com- 
munism and not be separatist. © 
“Opinion within the KMT remained 
livided over how to deal with the DPP’s 
‘all’ for “self-determination” for ‘the 


people of Taiwan — an intentionally 


ambiguous term that to some opposi- 


tion politicians and supporters means 
eventual independence, while to others. 


it conjures up a more limited notion of 
electoral democracy, leaving thg ques- 
tion of Taiwan’s ultimate status to. the 
future. ' 

The outlinë of a compromise ap- 
peared with the KMT’s decision, re- 
vealed on 20 February, to establish a 
purportedly independent commission 
made up of party representatives, scho- 
lars and others to screen. prospective 

parties’ qualifications. 
| Although- such a body would likely 
function under KMT guidance, it could 
rovide the necessary flexibility torule 
avourably on. the DPP’s application, 
cow still not contradicting Chiang’s 
ie ts. ` n 


can demo- | 


Going separate ways 








Chief minister’s ex-communication polarises Punjab politics 


By Salamat Allin New Delhi 

Aeus the turmoil in India’s ter- 
rorist-infested strategic state of 

Punjab is unlikely to subside in the im- 

mediate future, the religious politics at 

the root of the problem reached a new 

watershed with the events following the 


“unprecedented ex-communication of 


Chief Minister Surjit Singh Barnala by 
Sikh head paee on 11 February. 

The Sikh community is now split, 
with a significant faction for the first 
time questioning the validity of an edict 
issued by the highest Sikh temporal 
forum, the Akal Takht. The other fac- 
tion continues to believe in the in- 
separability of Sikh religion and politics 
and is pitted openly against New Delhi. 

The new phase began with an unex- 
pected edict in early February from the 
Akal Takht, based in the Golden Tem- 

mri ned by the chief priest 
-Darshan 


ing Sikh militant Simtanjit’ 
Singh Mann, recently released 
after three years in jail... i 

Encouraged by compliance from all 
factions except Barnala’s and an insig- 
nificant group based in New Delhi, Dar- 
sahan Singh declared Barnala guilty of 
religious misconduct, summoned him to 
appear and explain his conduct before 
Akal Takht and fixed a 14 February 
deadline for Akali legislators to pledge 
their loyalty to Akal Takht. Barnala de- 
cided to defy the summons and then was 
ex-communicated. 

Taking the initiative, Barnala held a 
Sikh convention on 20 February and re- 
ceived .the endorsement of the large 
gathering for his defiance. Barnala’s 
convention gave him much-needed re- 
lief: 39 of the 47 in his faction attended. 
And priests from two of the five holiest 
Sikh temples in India, both outside Pun- 
jab, denounced Barnala’s expulsion 
from the Sikh community. 

However, on the eve of the con- 
vention, Darshan. Sin teleased 
a list of 19 Barnalite le ‘ors includ- 
ing 10 members of th la cabinet, 





who pledged loyalty to Akal Tak 

Barnalite chief whip Baldev Sin 
Mann said on 19 February that 1@of th 
19 legislators had merely signed a lette 
acknowledging the religious suprema 
of Akal Takht but that none of them h 
pledged support to Dharsan Singh's 
litical policies. According to Bal 
of the legislators remained loya 

Barnala declared ‘that ¢ 
acknowledged the supremacy «< 
Takht, he could not go’ g 
misuse ofits authority and also i 
ex-communication had been en 
ed by ‘separatists. Barnala's st 
welcomed by the central gove 
which saw the Akal Takht’s move as 4. 
threat to national unity. 

Prime Minister Rajiv Gandhi met 
national opposition leaders on 16 Feb- 
ruary and received their support fo: 

-iun evolving a programme tos 
tain Barnala and counter 
militancy: On 19°F 
joint programme of vi 
all. national political leaders 
‘to Punjab with rallies 

lectings. between 1w 


e i 
nounced a series of 3 
conferences to cover all d 
triets of Punjab from 
March. It isdebatable whether 
the Sikh. masses stand solidly 
behind Akal Takht but itis 
significant that the Barnalites 
accuse Darshan Singh o 
viding the Sikh community. 
However, ‘the indications are that 
Barnala will have difficulty t, Hi 
support of half of the commu 
year, his faction lost the indirect elec- 
toral battle it waged for control of the 
statutory body that manages the Sikh. 
temples in Punjab, clearing the way for 
replacement of the former head priests 
of the Golden Temple with those now in _ 
confrontation with Barnala and New 
Delhi. | 
Earlier, following his police action te 
rid the Golden Temple of militants, be: 
had lost a big chunk of his legislativi 
party (REVIEW, 15 May ’86), Barna 
has come to rely increasingly on men 
bers of Gandhi’s Congress partyta keep. 
power in the Punjab assembly, os 
For the moment, the Sikh mil 
are nowhere near their secession: 





far from its objet 
malcy to'a-Punjab 
toll of political: 
and acts. 







































































-proxim 


ading role for Afghanistan’s com- 
pe in a future government of 
national reconciliation has become the 
focus of its recent- negotiations with 
Pakistan. Pakistani Foreign: Minister 
Sahibzada Yaqub Khan. has visited 
Moscow twice in February for discus- 
ns preceding the next round of UN- 
ponsored “proximity talks” on the Af- 
ghan problem, scheduled to begin on 25 
ruary in Geneva. 
< Although Yaqub’s . public pro- 
ouncements remained _ optimistic, 
ukistani officials told the REVIEW that 
ew issues had cropped up in attempts 
egotiate a Soviet. military with- 
rawal from Afghanistan. The officials 
d the Soviets have reneged on their 
eviously expressed willingness to con- 
er a lesser role for the People’s 
mocratic Party „of Afghanistan 
PA) and its leader, Najibullah, in a 
ational government following Soviet 
ithdrawal. 
kistan: had entered the current 
bilateral discussions under the. 
ression — given during a Moscow 
it by Foreign Secretary Abdus Sattar 
a bureaucrat, not a political appointee 
ıs is the foreign minister) and reiterated 
ing Soviet First Deputy Foreign 
inatoly Kovalyev — that the 












A's future role was negotiable. The: 


- now insist., that. Islamabad 
id pressure. Peshawar-based Af- 
an resistance leaders into accepting 
DPA supremacy. i 
Although some mujahideen leaders 
appear willing to accept communist par- 
ation in: a government of national 
nity -— to be formed after agreement 
na timetable for Soviet troops to with- 
- from Afghanistan — recognition 
jibullah and the PDPA as the 
jominant partners in such a government 
ould amount to, surrender, mujahi- 
enleaderssay. 
Pakistan maintains that.an Afghan 
ement must be acceptable. to the 
jahideen because without their con- 
rence it would be difficult to force re- 
patriation. of the 3 million Afghan re- 
ees currently in Pakistan. 
‘Pakistan's Foreign Ministry officially 
denied reports that the. Soviets had of- 
fered Pakistan an aid package in return 
for an end to its support for the mujahi- 
deen. Western diplomats termed the re- 
rts part -of a Soviet disinformation 
mpaign. aimed at confusing public 
ion, particularly in Pakistan, 
the. Soviets’ willingness fora 
athe eight-year-old 
sd, their 






























cans advise greater caution.. Afghan 
Foreign Minister Abdul Wakil acknowl- 


ity pow-wows 7 


oviet and Pakistani officials prepare for Geneva talks 


insistence on terms unacceptable to 
others might make negotiations dif- 
ficult. 

The offer of an aid package is any- 
way unlikely to be a major incentive for 
Pakistan to accept Soviet terms. For it 
to be acceptable, any Soviet offer 
would have to be substantially more 
than the military and economic assist- 
ance given to Islamabad by the US and 
Islamic countries. Furthermore, accept- 
ance of Soviet terms in return for an aid 
package would leave Pakistan’s refugee 
problem unresolved. 

The refugees could refuse to return 
home if an Afghan settlement puts off 
Soviet withdrawal or if the war con- 





Yaqub: optimism but... 





tinues due to the mujahideen’s. exclu- 
sion from a future Kabul government. 
Speculation that the US wants Is- 
lamabad to hold back on accommoda- 
tion with Moscow was fuelled by Ameri- 
can criticism of Pakistan’s nuclear pro- 
gramme. US Ambassador Deane Hin- 
ton said in a recent speech that Pakistan 
could face an Amenican aid cut-off if it 
did not give up its alleged development 
of nuclear weapons. However, Hinton’s 
statement was apparently timed to 
pacify congressional critics of Pakistan's 
nuclear ambitions and did not reflect a 
major conflict on the Afghan question. 
Differences between US and Pakis- 
tani officials regarding the Afghan 
negotiations relate mainly to the extent 
to which the Soviets should be trusted. 
While Pakistan is willing to take Soviet 
offers on their face value, the Ameri- 





edged recent i viet discussions 
with Pakistan were still of.an explorat- 
ory nature and said detailed specific 
proposals would be made at the next 
round of Geneva talks. 





» Nayan Chanda writes from Washing- 
ton: As expectations build for Soviet 
concessions on a timetable for withdraw- 
ing troops from Afghanistan during the 
coming round of proximity talks in 
Geneva, there are signs of anxiety and 
divergence over the issue within the ad- 
ministration of US President Reagan. 

While US Defence Department offi- 
cials, including Defence Secretary Cas- 
par Weinberger, have publicly called on 
the Soviets to leave Afghanistan within 
two weeks ~~ the length of time it took 
them to occupy the country in 1979 — 
State Department officials have pri- 
vately indicated that, realistically, it 
could take up to a year. 

Hardliners.on Afghanistan inthe U; 
Senate, concerned over. the State De- 
partment assessment and a. possible 
softening of the administration’s Af». 
ghan posture, passed a unanimous re- 
solution calling on Pakistan not to ac- 
cept a Soviet withdrawal timetable 
longer than four months. 

n the face of public.criticism of. its 
assessment, the State Department mod- 
ified its stance. Instead of specifying a 
timetable it considers acceptable, it in- 
troduced a new. criterion. Under-Sec- 
retary of State for Politic fairs 
Michael Armacost said a realistic time- 
table would be “one driven by the logis- 
tical requirements fof withdrawal] 
rather than an attempt to string out their 
involvement for a prolonged period.” 

However, Washington’s key concern 
in Afghanistan — the kind of govern- 
ment the Soviets would leave behind — 
is a subject absent from. the proximity 
talks agenda. This thorny problem must 
be worked out between Moscow and 
Kabul, taking into account the views of 
Washington and Islamabad. ; | 












The “REVIEW... has. learned that, 
shortly after the proximity talks, US and = 
Soviet officials are to meet for regular 
consultations on regional questions that 
would address the Afghan issue. Offi- 
cially, the-US says that unless there is a 
government in. Kabul that would allow 
the.3 million Afghan refugees in-Pakis-. 
tan to return home, there can be no:ac- 
ceptable solution to the Afghan prob- 
lem. Given the total opposition. of the 
mujahideen to the “traitors” in Kabul, 
even a face-saving coalition govern- 
ment, including elements of the present 
Najibullah regime,. may not induce 
refugees to return. . 

estifying. before the senate foreign 
relations committee, ambassador-de- 
signate to Pakistan Arnold Raphel said: 
“We are opposed to any aioe of 
reconciliation [proposed by Moscow] in 
which the PDPA [People’s Democratic 
Party of Afghanistan] is the backbone of 
the government.” : 




















High illumination, low running 
costs and aesthetic harmony were 
the requirements for the lighting 
installation at Escorts Yamaha new 
factory in Surajpur, India. 

So they chose a Philips lighting 
scheme employing nearly 400 SNF 
luminaires - each equipped with 
a SON high-pressure sodium lamp. 

The luminaires are mounted to 
enhance the octagonal modules in 
the ceiling, and to allow easy access 
for routine maintenance, 

... while the SON lamps provide 
a uniform, non-glare illuminance 

o“ 300 lux over a total workshop area 
of 20000 m’. 
And as the SON combines long- 
@ life with high energy-efficiency, 
lamp replacement and running costs 
are significantly reduced. 


Lights up, costs 
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wn for Yamaha 
So you see, there’s more to 
Philips light than meets the ey« 
Philips lighting capability is based 
on the unique combination of scien 
tific research, application expertise 










See and product technology. 
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Luxury with a differen 


Ideas about luxury cars have 
changed enormously. Features that 
were regarded as technological 
sensations just a few years ago are 
now taken for granted by virtually 


The new / 
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everyone. And that naturally applies which the new 7 Series translates 
to attitudes towards comfort and BMW’s own inimitable way. 

safety as well. So today, completely With a body design that also 
new attributes are demanded from a | combines a timelessly elegant se 
new luxury class car. Attributes of style with one of the lowest d 








‘oefficients in its class. 

With an interior spaciousness 
hat's not only exceptionally 
jenerous and comfort-minded but is 
tiso without parallel in any other 


competitive car. 

With a choice of engines that 
are a blueprint for quietness, as well 
as perfection and temperament 

With a suspension system that 
would make many a sports car blush 

But, more than anything, the 
new 7 Series stands for cars that 
demand to be driven. Limousines 
that make gliding smoothly along a 
straight stretch of motorway as 





much of an experienci 


confidently throuat 


Cars which inter 


as one of life's plea 


and which never í 


luxury with indolenc 
The new 7 Serie 

You can discover a 

you need to know f 


your BMW dealer 
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The worlds best hotel 





The Oriental, Singapore. 
Now Open 


with an introductory offer 
of 25% off all rates, starting from $150" 


In Singapore, choosing a hotel on the basis of reputation and 
location is a straightforward matter. Because there is only one hotel 


that offers you the very best of EE , Sige= 
both. The Oriental, ' i 
Singapore. It is a grand luxe 
hotel that enjoys a close 
association with the famous 
Oriental in Bangkok, a hotel 
often cited as the best in the 
world. So now when you are 
travelling on business or 
pleasure, remember, the best 
hotel in the world also has a 
sister in Singapore. s ; -sa 
Lie ade 
*Subject to 10% service charge and 3% cess. 


A member of Mandarin Oriental Hotel Group 


Hong Kong: The Mandarin. Manila: The Mandarin. 
Jakarta: The Mandarin. Vancouver: The Mandarin. 
San Francisco: The Mandarin 
THE ORIENTAL Bangkok: The Oriental. Macau: The Oriental 
SINGAPORE Singapore: The Oriental. 
Hong Kong: The Excelsior, A Mandarin Oriental Associate Hotel, 





For reservations, call Thejeading Hotels af the"World , your 

travel agent or The Oriental, Singapore, 6 Raffles Boulevard 
#01-200, Marina Square, Singapore 0103. Telephone 3380066 
Telex RS 29117 ORSIN. Facsimile 3399537 





now has a sister in Singapore. 









Subscribe now 


and ensure your copy each week. 


FarEasternEconomic 


JETSPEEDED RATES 


| 3months | 6months | 
[ass7so | eses | 
[ussze so | ussaroo _| 
[usso | uss. 00 
Tussi7s0 | ussse00_| 
[6750.00 | ¥1240000 | 
[sooo | ws? 80 | 


..» plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$24.95 or HK$195 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
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By lisa Sharp in Singapore ; 
he dwindling tourist dollar and an 
oversupply of hotel rooms appear to 
: the main impetus behind recent gov- 
tmoves.towards conservation of 
ner city’s few. remaining historic 
as, after decades of relentless urban 
newal in the name of progress. The 
government. claims that, having 
achieved a. certain level of affluence, 
only now can the busy city-state com- 
‘mand the leisure to contemplate the 
onality of life. 
government does admit. that 
wiNgapore’s increasing urbanisation and 
high-rise. skyline have put off many 
tourists (3 million people visited in 
1985 but Singapore wants 4 million by 
1990). They either do not come, stay for 
© too’short a time (3.6 days on average), 
or. do.not return, The government is 
well aware that Singapore is losing its 
“Oriental mystique and charm,” But 
} some would say t at part of Singapore’s 
excitement is the startling juxtaposition 
of the ultra-modern with traditional, 
Asian and 19th-century elements. 








The recent economic downturn has | 


| not only given planners pause for reflec- 
tion, but also -has blocked any further 
lucrative sales of government-acquired, 
; inner-city land parcels for development 
; onthe scale seen in the past, during the 
“1970s in particular. The reclamation of 
690 ‘ha. of land off the city’s southern 
harbour has proved another practical 
» factor favourable to conservation, giv- 
ing planners at the Urban Redevelop- 
ment Authority (URA).an option when 
it comes to expanding the city centre 
. further, thus taking the pressure off the 
~ more historic areas. 
¿Whatever the. motivation, an- 
nouncements made by the Singapore 
Tourist Promotion. Board (STPB) and. 
the URA in. December 1986 were like: 
music to conservationists’ ears. Now 
some 97 ha of history, out of the original 
: central area of 802 ha, will be preserved 
| and rehabilitated. Included are some’of 
_ the classic ethnic areas first defined in 

the 1822-23 town plan laid out by mod- 
ern Singapore’s founder, Sir Thomas 
Stamford Bingley Raffles of the British 
East India Company. The districts are 
Chinatown, including Tanjong Pagar, 
Prime Minister Lee Kuan Yew’s con- 
; stitutency, and the Arab-Malay Kam- 
-pong Glam area, as well as “Little 
India” around Serangoon Road. 











pore-based freelance journalist, 
ds Only. One Raffles, an anec- 
apo: es Hotel and of 





for tourists in Singapore = 








The cleaning up and refurbishing of 
the Singapore River started in late 1985. 
Now that the traditional sampans and 
their pollution have been removed, the 
area.is envisaged as an elegant conser- 
vation project, with: warehouses con- 
verted into-art studios, discos and res- 
taurants, and the river busy with boat- 
ing and water sports. 

The scheme unveiled in December 
1986 also covers the old British colonial 
area, referred to by the planners as the 
“heritage link,” around Empress Place, 
the Padang (site of the Singapore Cric- 
ket Club), Bras Basah Road (location of 
Raffles. Hotel) and Fort Canning. This 
area. apparently will host a number of 
specialty museums (including an out- 
door children’s activity-museum on 

‘Fort Canning hill). 
Conservationists are concerned that 


The Raffles e Hotel (pre-Raffies fies City): heritage ink. 









Emerald Hill and the prime ministers 
sister-in-law. 
“We could not get the ear [of the des 
cision-makers] before,” said a sewot 
STPB official. Now it has, thanks tot 
STPB-commissioned Tourism Develop 
ment in Singapore report's prelimi 
estimates which show that the enhan 
ment of Chinatown and the Singapor 
River as historic preservation dist 
can increase potential occupanc 
hotels in Singapore by 369,000 
nights in 1988 (an increase of 7.1% 
the total of 8.22 million room 
forecast without the conservation ro: 
ject) and by 574,000 nights in 1991. 
Considering the average expendi 
ture on hotel rooms only, this would te- 
late to almost $$28 million (US$12.7. 
million) additional income in 1088 and 
$$43 million in 1991. 
Several STPB surveys of depart? 
visitors. revealed large percentages a 
ing that Singapore: preserve old build: 
ings and “stay Asian.” This has made 
conservation difficult to resist. Until” 
hotel room occupancies fell to 65% in’ 
1985 (with the possibility that y 









































































































n the 1970s, particu 


| in the English-language 


private 
most likely take its cue 

















the quintessentially Singaporean urge 
for symmetry, tidiness and hygiene may 


obstruct. “creative conservation,” for: 


those are not the-qualities which have 
drawn tourists to Chinatown. STPB of- 
ficers do seem to be aware of this prob- 


‘lem, though. As a firm.of foreign con- 


sultants has stressed, the trick now re- 

uired of the STPB and the URA is that 
they confine themselves to. “refining 
and fine-tuning” what they already 
have, rather than altering it or develop- 
ing it beyond recognition. 

There probably has always been a 
lobby for conservation among some of- 
ficers of the STPB. A prime mover be- 
hind recent announcements has been 













„arca as a.city of exce 
















It was: the 1973 Urban 
Redevelopment. Act which first in 
cluded conservation as one of the 
URA’s responsibilities: But it was the 
URA that-many conservationist : 
hitherto regarded as the chief destroy: 
of Singapore’s heritage. : 
“It is a myth that the valuable and 
historical parts of the central area Have | 
been demolished in the processof urban. 
redevelopment. The highly visible sew 
developments concentrated in the ce 
tral area may have given this wrong int 
pression,” the URA says. True or not, 
enough of Raffles” original town plan sar- 
vives to make conservation worthwhil 
The URA now defines its grand. 
iloquent “mission” as: “To. create: 
transform and maintain the < 
lence with 
























tinctive identity refi 
heritage. and: me 











ell 
i SpOLNICal aspir 8 of 
ioreans.” The $ ; in-contrast, 

mg at “top-class tourist attraction 
2 complement the top-quality hotels 
shops we already have,” says its 
airman, Lim Chin Beng. 
Until the 1980s, preservation mainly 
took the form of gazetting single build- 
ings or monuments, chiefly of religious 
significance, under the Preservation of 
Monuments Act of 1970. So far, only 19 
have been gazetted. Only in the late 
970s has there been any real considera 
serving whole streets or 





















977 with the Murray Street “Food 
Alley”: restoration and the ‘Cuppage 
Road. rehabilitation, both rows of old 
ophouses. i 

In 1981, work began’on a more ex- 
nsive, 2.58-ha area of fine Malaccan- 
€, Straits-Chinese homes at Emerald 
l Road with an attempt at a lively 
‘aits-Chinese cultural show-place in 
anakan Place, Emerald Hills up- 
ding cost the URA S$1.4 million. 
Both Cuppage Road and Emerald Hill 


































are just off the tourist-shopping belt of 
Orchard Road, where land is at a pre- 
mium. 

Watching Emerald Hill Road be- 
come chic, with many young profession- 
als moving in to renovate the magnifi- 
cent “baroque Chinese” architecture 












, has encourage 
URA to go ahead with 
other” projects. The 
Emerald Hill model 
} Suggests that private par- 
` ticipation may not be too 
difficult to stimulate. The 
_ government announced in 
December 1986 its com- 
mitment to spend S$1 bil- 
lion on preserving and en- 
i hancing tourist spots 
within the next five years. 
But the plans say that most 
of the conservation will 
depend on private invest- 
ment. Indeed, only 25% of 
the 100 ha earmarked so 
far for “gentrification” be- 
longs to the government. 
Private owners in the 
newly defined conservation areas will 
now have to submit even minor altere 
tions to their buildings. for offici; 
scrutiny before going ahead. 
It is not yet clear how private owners 
will be encouraged to upgrade, espe- 
cially in traditionally rent-control- 















































By Jagdish Bhatia in Calcutta 
an Williams, a 50-year-old finan- 
il adviser from Kalamazoo, Michi- 
, was bowled over by the effusive 
splay of Indian hospitality when she 
ved at New Delhi airport in the third 
‘eek of December last year. As TV 
ameras whirred and flashbulbs’ pop- 
d, the bemused traveller was gar- 
aded, presented’) an enormous 
bouquet of flowers and welcomed by of- 
ficials who whisked her through immi- 
gration and customs’ to the five-star 
Ashok Hotel, which had rolled out the 
d-carpet in her honour. 
he razzmatazz for the visitor from 
<alamazoo was all because she hap- 
pened tobe the city’s millionth foreign 
irrival of the year. The fact that India 
iad finally reached the million mark in 
oreign tourism —- albeit six years be- 
hind schedule -injected brief euphoria 
nan industry which for long has lan- 
uished in the doldrums. 
= Despite Nehru’s exhortation to greet 
e foreign visitor as‘a friend, and the 
fact that the country was among the first 
signatories to the UN charter on inter- 
“national tourism, ‘India’s travel trade 
jas remained something of a sacred cow 
talked of on ceremonial occasions 
nd then put out to pasture. This largely 
explains why, despite its vast and varied 




























Discovering India from 
Kalamazoo to Kashmir 


visitors that annually flock to tiny Singa- 
pore. Bureaucratic inertia has colluded 
with the international media projection 
of the country as a dangerous and 
squalid place and frustrated efforts to 
gain India a place on the world tourism 
map. ~ 
While other parts of the developing 
world have cashed in on the booming 
“smokeless., industry” of ‘tourism; in 
India the frequently voiced fears of 
“cultural pollution” have undermined 
attempts to create the infrastructure 
necessary to attract the international 
traveller.. The bogey of “five-star ghet- 
tos” has tended to stifle the spirit of en- 
terprise which nevertheless: has man- 
aged, against the odds, to make tourism 
one of the country’s top foreign ex- 
change earners, currently bringing in an 
estimated Rs 18 million (US$1.38 mil- 
lion) a year. Despite this, tourism is still 
largely regarded as a “peripheral” eco- 
nomic activity which should fot be 
taken too seriously. : 
The hopes raised some time ago by-4 
government announcement awarding 
“industry status” to tourism and pro- 
jecting 2.5 million visitors by 1990 
poe to be premature. The up-market 
otel sector, which accounts for the 
bulk of tourism revenue,“ had com- 
plained that the concessions and inten- 
tives given under the pensation 











were insufficient to stimulate the invest: 
ment required to achieve the goal of an 
additional 40,000 star-rated hotel rooms © 
by the.end of the decade,» 
Then.came the summer of 1986 and 
suddenly the nation was on thé move. 





| The domestic tourist-took to the road; 


rail and air to discover India. With holi- 
day resorts from Kashmir in the north to 
Kanyakumari in the south bursting at 
the seams, tourism seemed to have 
stumbled onto an unexpected bonanza. 
A spokesman for a leading travel 
agency said: “Not long-ago, the only 
journey the average Indian made. regu- 
larly was to his home town: Now 
everyone. séems to be going 
everywhere.” i 

Domestic tourism. had long been 
touted as a vehicle of national integra- 
tion and‘a base on which to build the 


` pyramid of the travel industry. Despite 


these pious pronouncements, ‘however, 
the local tourist had remained a very” 
poor cousin of his more affluent over- 
seas counterpart. Then, borne on a ris- 
ing tide of relative prosperity among a 
growing and increasingly assertive mid- 
die-class, the traditionally stay-at-home 
Indian demonstrated that he too was 
capable of going places. 







The Indian. tourism department 
§ launched 4 massive media barrage to 
promote indigenous travel, particularly 
among the young. National dailies fea- 










“tured full-page advertisements an- 





nouncing a “Discover India” quiz con- 
test, open to all Indians between the 
ages of 15 and 30, carrying a “grand first 
prize” of Rs 50,000 “plus a fabulous all- 
expenses-paid vacation . . . for two!” 

A simultaneous marketing initiative 


abroad, specia ed 
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ith fragmented and some- 
“times absentee ownership, | 
| Chinatown. But large-scale developers 
» of approved tourist projects will now re- 
_ ceive substantial concessions on prop- 
erty tax and entertainments duty, as 
well as special - governamen altow- 
ances. 










te-ov ned Developer Bank of 

pore. It seems t the gov- 

“ernment will not for the remaining. 

11 years of the lease on Raffles Hotel to’ 

_.| elapse before restoring the hotel. Offi- 

|. cial’ pan has worn thin since the 

$$1.6-billion complex of Raffles Cit 

O hotels totalling 2.006 

d next to the ol Raffles 
end of 1986, overshadow- 
-o the “grand old lady” by 73 storeys. 
The OCBC itself has almost.a one-quar- 

_ ter share in Raffles City itself. 
» As the STPB's consultants have put 















more fa- 
mous than Singapore self. Th 
national marketing potential ofi its repu- 
tation.can assist in the overall market- 
ing of Singapore as a visitor destina- 
tion.” At the moment it is ‘a wasting 
asset. 

The 100-year-old hotel has been 
progressively cluttered by thoughtléss 
ad hoc additions and piecemeal. “reno- 
vations” in search of what the consul- 
tants have called “some semblance of 
quick-fix economic “viability.” Com- 
bined with a somewhat “down-market™ 
sales ploy (trishaws for photo-poses. 
“Instant” Asia’ ype cultural dance 
shows -etc.), this has resulted. in what 
many would agree is.a “tacky” image; 
this has now been admitted by the STPB 
and URA. The: powers-that-be’ are 
‘clearly: statin ng their determination ‘to 
upgrade Raffles, possibly-into a VIPs- 


pared with the present 127) costing 
about $$300 each a night. According to 
STPB chairman Lim: “If gentle persua- 





sion [of the owners] fails, then we will 
have to act, because we cannot al- 








fund, also’emphasised that 
a passage to India’ spell- 
al more than a cultural 
ilgrimage and could also 
nclude a safari of sun, surf 
and sports. This karma- 
cola cocktail, laced with 
incentive schemes like 
= “India on the House,” 
|. which gave travellers free - 
accommodation’ for 24 
. hours, seemed ‘to. have 
gone down only too well 
and the last quarter of 
1986 registered a 20% rise 
|) inforeign arrivals, includ- 
{oing the history-making 
taan: Williams from Kala- 
azoo. 
~ But even as the Minis- 
_ter of State for Tourism 
Mufti: Mohammed. Syed 
- ailed this “quantum leap 
iorward” for the indus- 
try, already. overcrowded 


y 
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Taj Mahal Hotel; tourism logo: promoting indigenous travel. 


only hotel with just: 100 rooms (com=] 


needs; now thats man 











ties with other privale ¢ 
centre of town, such á 
Glam, historically th 
pore’s. camp. The. sii 
stands there, sadly negl 
An 18]9 ordinance 
books, stipulates: among: 
that 90% of revenue derived 
jects in this area belongs to the form 
sultan; says the URA: 
` The scenic potential of histori¢ | 
pong Glam is clear. But the u 
will be a délicate business 
significance for Malays in Singa 
and Malaysia. The Singapore 
family has intermarried with severa of 
Malaysia's sultanates: 
The governme: 
great courage in taki 
wards conservation. 
tion is ready to became an 
the Singapore economy, ger 
kind of jobs and revenu 





































































her proje 
from Houses to new roads, have he 
their day. 









polies and — Restric 
Trade Practices Act an 
has been suggested th 
the foreign equity rat 
for the sector be raised to 
40% 

aoe 

































P ering, the it 
’ five-year mmultiple-e ty 
visas for visitors. act 
Some, however, 
“that the current state of 
t euphoria is as fake and 
| short-lived as a pr 

al smiles Tt has bee 
‘pointed out that t 
much-lauded — i 
mark represents less (han 
‘0.5% of the global 
traffic. Moreover, 








transport systems | regis- ` 
+ tered a. sharp. increase in turn-away 
traffic cand “hotels in the “golden 
‘triangle’ of Delhi, Jaipur and Agra 
were overbooked.. Delhi hoteliers, 
resigned to surplus rooms after the 
building boom for the: 1982 Asian 
Games, suddenly faced the problems of 
plenty and local tourist authorities sent 
out a distress signal to private homes 
to come forward and help accommodate 
the overflow. 

The sudden overload revealed the 
weaknesses: in the industry's infrastruc- 
ture and resulted ina call from the gov- 
ernment to the private sector to expand 
accommodation on 'a-“crash basis.” 











dustry now feels it is in a 








nsom by regulations and- 


“position to extract. better terms for it- 
‘self, including a proposal to decontrol 
-hotel tariff rates along with other incen- 
. tives. As a spokesman for a leading 
hotel chain pointed out: “We cannot 
create oases in a desert.” 

This is accompanied by attempts to 
attract Non-Resident Indian investment 
in the industry, with proposed schemes 
ranging from Disneyland-style. amuse- 
ment parks to a resort complex in the 
Andaman and Nicobar islands, where 
vestiges of a Stone Age tribal culture 
still exist. Appealing to both patriotism 
and the profit motive, the government 












induse investment from Indians ab 
-Hotels have be i 


has already relaxed.a number of laws to - 











banno visitors, tein airline 
and others who can hardly bode 
as tourists. Trade sources feel that 
least part of the recent rise in arrive 
can be attributed to the seasonal wint 
upswing and that a troe picture will nor 
emerge until the end of next summer. 
The hot season, when Indi 

can afford it escape the still} 

will also show if 
domestic travel was th 
lasting trend. A giant in y 
just coming of age, and which 
provides a livelihood directly or 
rectly to an estimated 4 milion | 
is keeping its welcome mat out- 
fingers firmly crossed. 


































































BIOGRAPHY 


A funny thing happened to Sun Yat: 
sen on the way toa friend’s house in 
London on 11. October 1896: he was ab- 
















fascinating study, “elevated him 





the position of a malcontent . . . to 


a global figure.” 
The Origins of An Heroic Image, 
ng convincingly demonstrates how 











POLITICS 





ridge. US$21. 


book is.a timely translation and 
E ussion,of one of the most impor- ` 
t collection of essays in the history of 


apanese political thought. The essays | 






me a corner-stone in the ideological 
Oundation of modern Yamatoism —- 
t-religion which continues to move.’ 
ot a few Japanese to believe in the 
oral superiority of their imperial fami- 
‘to. advocate a fusion of Shinto and 
mment as a means of maintaining 
nic unity and allegiance. 
akabayashi’s: summary of Japan- 
ese history from the 17th century. to 
825, when. the essays were written, is 
succinct, and his:perspective is novel. 
me Japanese so feared the politi- 
cursions of Christianity into Japan 
at they. proscribed the proselytisation 
of the. alien rel Japan-entered a 
period of quasi-isolation following the 
persecution of Japanese and foreign 
istians (and deportation of.-sdme) 
ound the time of the so-called “Seclu- 
on Edicts” of 1633 and 1639. Yet only 
rians were officially: excluded: No 
laws restricted trade or 
Japanese emigrants 
d indeed more materi 













































Plague of historical bugs 
foreignism and Western learning in early-modern Japan (The New | 
ieses of 1825) by Bob Tadashi Wekabayashi. Harvard Unversity Press, cam 


as barbarians did not take place until the 


Ei of-fo 


end larger than life 


The origins of an heroic image: Sun Yat-sen in London 1896-1897 by J. Y. 
Wong. Oxford University Press, London. No price given. 


manipulated after the fact, first by Sun's: 
followers and friends and later by Sun 
himself, to create the “heroic image” 
which became the basis of Sun’s prestige. 
and, to some extent, power. Drawing 
on the diaries of Cantlie’s wife among 
other sources, the author proves 
beyond reasonable doubt that the in- 
fluential “autobiographical” account, 
Kidnapped in London, which contri- 
buted greatly to that image, was actuall 
written by Cantlie, not Sun, though it 
was credited to the latter. As for. the 
claim of the Chinese authorities that 
-Sun had entered the legation of his own 
free. will, Wong shows that some of 
Sun’s supporters also subscribed to this 
version of events because it made Sun 
appear most courageous. 

` In the second half of the book, Wong 
examines another key com 


srinintinnnininin 





nent in| 
g , |; Sun’s heroic image. This is Sun’s own 
e story of this dramatic event was | claim that in the months following the 


|| fraternisation with foreigners were not. |. 


kidnapping, he met many of London’s 
distinguished intellectuals and that the 
things he saw and heard led him to for- 
mulate his “Three Principles of the Peo- 
ple.” In fact, Wong reveals, his contacts 
were fairly “fringey” types, including a 
Japanese pan-Asianist and a Briton 
who believed. that the British were 
God’s chosen people. 

There is no doubt that his London 
experience deeply influenced Sun’s 
ideas, however. He happened to be 
there, for example, for the Grand 
Jubilee: celebrating Queen Victoria's 
60th year of reign. Wong surmises that 
the “enthusiasm of the crowd for 
‘Queen and Country’ would have left 
everlasting: memories of the wonders 
that nationalism could bring about.” 































issued until 1825.0 ene Hage ee 
It was shortly after these edicts that 
Aizawa Seishisai (1781-1863) ee 
his influential Shinron (New. Theses), a 
collection of essays mainly on kokutai, 
‘or “what is essential to a nation.” 
: Aizawa’s writings inspired the “re- 
` vere the emperor, expel 









barter, and human ex- 
change took place than is 
usually thought. i 
The illusion of a closed . 
country was partly created 
by Dutch efforts to. keep 
others out of Japan. “This 
was to protect the Dutch 
East India Company’s: 
trading interests in the 
Far East,” Wakabayashi 
writes. ; bee 
On the surface this ob- 
servation- is: true. But | 
Wakabayashi should have | 
added that the Dutch had 























the barbarian”: (sonno joi) 
slogan of the xenophobes 
who advocated armed ex- 
pùlsion even after.Com- 
modore Perry and Consul 
Harris: “forced: Japan’s 
ports open in the 1850s.” 
Japan’s leaders, though, 
recognised: the “inevita-.. 
bility of ‘opening the 

country’ [kaikoku] to: 
‘trade and diplomacy, and 
of joining the world com- 
¿munity of nations.” . 
oo Aizawa oo regarded 
apan asthe true “Middle 






















been coopted by the To- *~ 
kugawa government, just. as some 
foreign defenders. of Japanese policy 
today are courted as outlanders who 
“understand” Japan. 

` The general labelling of Westerners 


first half of the 19th century. A policy of 
national isolation was:not clearly estab- 
lished until 1793, the: term ‘sekoku 
(closed. country) was not coined until 
1801, and edicts ordering the exclusion 















«had become a mere shadow. 


‘Meiji «leaders carried cout 
ners by force and forbidding | 7 


i Kingdom” of the world;: 
and he. lamented that-by his time: it 
the em- 
pire that he. believed. had once: en- 
compassed Siberia, Manchuria, Ko- 
rea, Kamchatka, Sal alin; and the 










Kuriles. ee 

Wakabayashi does not concern him- 
self with what he calls the long-range 
implications for 19th- and 20th-century 
Japan. -He observes, however, that 
two. of 
‘To establish cen: 







Aizawa’s propo 





















LITERATURE — 


tematic study of the Fou 
Fu Chen and translated 
Chinese by Shih Shun Liu. 
London. £30 (US$45. 760). 


TE Confucian texts which comprise 

f the primer of classical Chinese edu- 
cation are called the Four Books. Fo 

more than six centuries, these 

were inchided in the required readings 

that formed the basis of the civil-servic 

examinations. Pe SEY 



































. to a global figu Great scholars through 
ronan Er 1| turies have expended time 
according to Wong, Macartney | at the University of Sydney, has made a | on the interpretation of thes 


rdly the evilly plotting “sham | significant contribution to the study of | well as on the texts themselves. 
| oriental” he was accuned ofbeing bythe | modern Chinese history. A more | editions with commentaries were 
popular press of the time. In fact, Wong | thorough understanding of Sun’s rise to | printed from time to time. It was the: | 
ontends, Macartney probably did his | heroic status in no way, of course, ne- | edition compiled by Juan Yuan duri g 
-est within the legation to oppose Sun’s ‘gates his achievements. Wong’s find- | the first part of the 19th century t 
“detention. Yet in the end he was obli- | ings, however, may not sit comfortably | James Legge used when he trans! 
ated to become “its chief, though re- ‘with Chinese “patriots” on eith the Confucian classics into Englis 
uctant, defendant” and has suffered | of the Taiwan Strait who still prefer | Li Fu Chen isa man of many 
the fate mien pod boy ever since. | their heroes large, bronzed undis- | ments. He was trained asa 
‘In this ky Wong, a senior lecturer | sected. Puts Walvit ineer in China and at the University 
l i ; ittsburgh. He also was a formidab 


= ” | politician. Chem and his older brother 
tralised government control over Shinto | sustain the Tokugawa polity provedde- | ofu; dominated t 
throughout the nation, and to-create.an | cisive in undoing it.” The Meiji Restora- | powerful ri of the Nati 
emperor-centred state religion.” He | tion of 1868 brought into being “an em- i eye 
also contends that Aizawa had ad- | peror-centred state and a mass con- | 
vanced the idea, adopted in the 1930s | script army” — exactly what. Aizawa | ments and arty doctrines. 
and 1940s, “to exploit foreign crises as a | wanted, minus the Tokugawa clan... |- ‘Throughout his long career, Chen 
pretext to justify authoritarian controls | -In 1860, horrified that his ideas were | had called on the services of Confucian 
and austerity at home.” being. used to justify insurgency, | scholars in his efforts to define Sun Yat- 
: The Imperial Rescript on Education | Aizawa wrote: “In truth. [the sonno | sen’s Three Principles of the Peopl 
"| issued in 1890 borrowed this line from | joi. sloganists} twist. the meaning of | within the Confucian tradition. 
_Aizawa’s New Theses: “All the people | those words to suit their own pur- | though never considered a scholat 
zf the realm be of one heart and mind.” | poses.” wae Chen gave lectures on Confucian teach- 
{ad Wakabayashi extended his “Look- Many elements of Aizawa’s world | ings. The primary dim of these lectur 
ing Ahead” chapter into the 20th cen- | view still enjoys currency. This is not | was “to use the scientific method t 
| tary, he would also have noted that the | surprising, not because 1825 was only art the way of human conduct taught 
*indamentals of national polity, pub- | 150 years ago, but. because many of | by the Four Books.” 
shed in 1937 by the Ministry of Educa: Aizawa’s proposals became the basis of In 1949, the Kuomintang governmer 
uon, deeply reflects the letter and spirit | the Yamatoism which spiritually fuelled | went into exile on Taiwan. Chen retire 
of Aizawa’s Yamatoism. ‘the Japanese Empire and inspired the'| to grow vegetables in New Jersey. H 
education of most of Japan’s present- | became influenced by the Moral Re- 
To: again, the Japanese Govern- | day leaders, some of whom are having | armament Movement in vogue during 
“ment is asking the perennial ques- | nostalgic fits about the victor’s version | the 1950s. Chen set out to assert 
tion: “What should Japan be?” And | of the recent past. l moral superiority: of the nationalists 
Prime Minister ‘Yasuhiro Nakasone, for Although Wakabayashi’s discussion | over the communists. He wanted to es- 
one, is advocating a resuscitation of thé | focuses on the intellectual history sur--| tablish the claim that, though in exile, 
ethnicmorality which he believesis unique rounding Aizawa’s essays, it also uncov- | the nationalists had not lost the Man- 
to Japan as a putatively mono-ethnic | ers some of the bugs that continue to | date of Heaven to the communists. He 
state, while other neo-conservatives are | plague Japan’s political character | revised his old lecture notes 
openly calling for a restoration of the | today. The most persistent of these is | brought out the present book in Chines 
emperor as figurative head of state. the dual sense of superiority and victim- The translator, Shih Shun. Liu 
A reincarnated youthful Aizawa | hood vis a vis the White, Western, | served in the Chinese {orel 
might feel an affinity with rightwing | Christian world. iy He had translated Chinese wi 
alarmists today. He argued 150 years Wakabayashi’s book also dispels the | English before, but it had been. 
ago that the emperor's religious author- | notion that Japan is misunderstood: Be- | satire which both Chen and Lin 
ity should be used to bolster the To- | sides being very readable; it is'a fine | stood well. Chen could hav 
kugawa government’s political supre- | example of the high quality of schol another linguist who might have tra 
Macy. Ironically, as Wakabayashi ob- | ship on Japan that can com m bar- | lated his work into more rea : 
ves, “What he deemed essential’ to | barian universities; | — Willlam Wetherall lish, « eee : 







































































































































































By Nick Seaward in Kuala Lumpur 
Pesi Habib Bank Malaysia has 


alleged fraud 





March. ia 
The recapitalisation of Perwira took. 
lace in January after a secret rights 
rwritten by Aseambankers ; 






armed forces pension fund, Lem-: 
za. Tabung Angkatan Tentera 
AT), with a 46.5% shareholding in 
Perwira Habib, subscribed. The other 
main shareholders, private investment 
mpany  Sharikat Permodalan 



















me Perwira borrowers were 


. It has been reported that only | 


bangsaan (SPK) with 29.7%, and | 


A Malaysian bank finds new capital after revealing huge bad debts 


Question of security 


Pakistan’s Habib Bank, with 23.8%, are 
reported not to have taken up their 
rights. 

As a result, Aseambankers is now 
the largest shareholder in Perwira, with 
49.38% . LTAT has 36.4%, SPK 7.7% 
and Habib Bank 6.17%. 

Disclosure of the capital injection 
into the bank was prompted by the 
court-ordered release of former direc- 
tor Raja Tan Sri Khalid from detention 
under the Internal Security Act (ISA) 
on 12 February. Khalid held a press con- 
ference a week later, during which he 
claimed that he had been.interrogated 


repeatedly over -his alleged role in a: 
scheme which had apparently siphoned., 

























slients of Ka Wah Bank 

















nd Syed Ha 
rmer officers of aa are peeved 
cooperating with Malaysian police 
test investigations. It is prob 
; ria to.their activities at 












| nanced jointly by Perwira- and Ka Wah 


owner.of a M$2 company that mysteri- 
ously turned up as the purchaser of one 
of the intended investments of. the 
Hongkong-based Asean . Resources, 
which has‘ strong links to. the Low 
brothers and has been under investiga- 
tion by the Hongkong authorities 
(REVIEW, 26 Feb.). 

Hamdan, meanwhile, is with the ac- 
countancy firm Baharom Hamdan, 
which crops up as the auditor of several 
private companies owned by Malaysian: 
investors Mohamad Tajuddin bin 
Mohamad Jali and Nik Othman bin Nik 
Hussein. Tajuddin and Othman were fi- 


when they took over Paper. Products 
(Malaya), a publicly listed company. 


in receivership on 5 Feb 





“the ISA to detain 
Draconian law that gives thë authorities 
|| far-reaching powers of arbitrary arrest 
| and indefinite detention without trial, 


| cused of commercial crimes. 


‘the auditor of TJ Holdings and Nik 


















M$600 million out of the bank, Khalid 
added that the investigating team had 
told him that the balance-sheet as of 
end-1986 showed a deficit in the capital 
account of M$150 million. | 
It appears that not all the M$600 mil- 
lion has been deemed irrecoverable by 
the authorities. At the last count, Per- 
¿wira had capital and reserves of 
M$106.5 million, which — if Khalid’s 
M$150 million deficiency figure is cor- 
rect.— indicates that about M$260 mil- 
lion-has had to be written off. This 
‘more than twice the losses announce... 
last year by United Asian Bank, Malay- . 
sia’s sixth largest, which had to launch a. 
partially successful M$152 million two- 












 for-one rights issue in. July. 









“twas. the presence of LTAT, as the 
largest shareholder, that was. cited by 
the police as their justification for using 

halid. The ISA. is a 






h are normally used against politi- 
cal subversives rather than agi tee ac- 
n Khalid’s 


case, the police alleged in an affidavit 
that Khalid was responsible for losses 






| suffered by Perwira and this “has evok- 
| ed feelings of anger, agitation, dis- 
Ji 











In particular, Baharom Hamdan was 







Othman Holdings, the main vehicles of 
Tajuddin and Othman respectively. TJ 
Holdings owns 60% of Chandan Hold- 
ings and Nik Othman Holdings owns 
the remainder. The REVIEW is reliably... 







: A informed that Chandan Holdings and it 
ers, the Low brothers. Safian is the joint | 


subsidiaries. owe Perwira a total or 
M$47.6 million. The security held by | 
Perwira on these loans is thought at the 

very most to be worth: M$4 million. In 






















dated, which cet 
by the bank last Nove 









long linked to the Lows that was placed de 





nd 
. members of the armed ‘forces and it i 
likely that such feelings may be ‘enited 
and lead to their resorting to violent ac- 
tion and, thereby, affect the security of 
the country.” 

In granting a writ of habeas corpus to 
Khalid’s daughter on 11 February, High 
Court Justice Harun Hashim said he 
considered this line -of reasoning to be 
weak: even if Khalid had been responsi- 
ble for losses at the bank as alleged, this 
would still not be considered grounds 
.| forhis detention under the ISA: Clearly 

|: the police do not agree with the judge, 
however, and an appen against his deci- 
sion has been lodged. 


$f the appeal is successful, it is more 
than likely that Khalid will find him- 
self back in the same secret detention 


7 . centre as-before, taking the police inves- 


tigators through the bank’s loan ac- 
< yunts one by one. After failing to get 
“am to confess to having masterminded 
the siphoning of M$ million from 
Perwira, Khalid told his press confer- 
fice, his interrogators spent the ‘re- 
|| nainder of his period in detention 
seeking his cooperation in finding 
out how the money was lost. By ` 
the time the High Court had: ör- 
dered his release, Khalid said he | 
had examined about half of the 
‘| bad-loan accounts and discover- 
ed that “at least M$140 mil- 
lion out of the M$600 million 
were siphoned as a result of 
‘| pues cheating by members of the 
st 
In its submission to the High 
Court, the police accused Khalid 
of having used his consultancy 





to acquire Asean Resources. Ac- 
to a statement of affairs _ 
shy its receivers, Yap ag Pe 
Holdings owes Perwira M$43.9 
million but has a net worth of only 
M$5.6 million. The company had 
‘yorrowed the money to invest in’ 








company, Malayan Commercial: Ser- 


vices (MCS), to secure approvals for a 
large number of loans which, sub- 
sequently, have had to be. written off. 
Khalid admitted that MCS had indeed 
processed loan applications for Perwira 
— conducting feasibility studies on 
proposed projects and the like — but he 
argued that MCS only passed on bank- 
able proposals and he always declared 
his interest, It was only because of the 
economic downturn, Khalid said, that 

“quite'a number” of the MCS-processed 
loans went sour. 

"Khalid said that about. 150 loan-ap- 
plications were processed by MCS over 
the 10 years he was a director of the 
bank. The sums involved varied from 
M$500,000 upwards and were approved 
either by the “A” committee; compris- 
ing the executive director and the two 
general managers in charge of treasury 
and loans (for loans of up to M$2 mil- 
lion), or — in the case of loans exceed- 
ing M$2 million — the executive com 
mittee, of which he was a member. 
Khalid said: that judging by the docu- 
ments supplied to him. by. his: inter- 








ihares of companies called Lien 
Hoe Sawmill and Tee Brothers Enter- 
prise. Lien Hoe Sawmill is owned by the 
Tee family and a major shareholder in 
‘Lien Hoe Industries (now the publicly 
listed Peak Hua Industries), of which 


Yap was a tomer shareholder and sub- 


uently. a director. Peak Hua is 
linked roush previous common di- 
rectorships to Juara Perkasa, another 
ublicly listed company. Php aka by 
Faj juddin and Othman with the help 
of financing by Ka Wah and Perwira. 


yg another major borrower from 
Perwira is a lawyer named Datuk 
Koh. Kim Chai, who left the country in 
November, It was Perwira’s loans to 
Koh that first alerted BN to the shenani- 
gans going on in the bank’s credit de- 
partment in 1984 and 1985. Although | 

ed purpose of the foans was to 





then used 


niidevtake thing Koh used the money 
to buy a strategic 30% stake in the cash- 
rich pany listed ri Kamunting 
Tin Dredgin: ahang Invest- 
h his vehicle, United 

ngs (UGH). 

In 1984, UGH also appears as a bor- 
rower. of M$3 8 million from Central 
Malaysian Finance (CMF), a company 
which was originally run by Ka Wah’s 
Low Chun Song and pean aryl sold 
off to Mohamad Fathi bin Haji Ahmed. 
He was chairman of Pahang Invest- 
‘ments before being convicted of forging 

overnment travel warrants and is be- 
ieved to be still amajor shareholder of 
Pahang, having sold in 1985, 
According to informed sources, Koh 
: ‘Kamuntin Tin shares as 
collateral 





rogators, most of the Josse flere 
Perwira were from loans of less: 
M$2 million. 

According to Khalid’s version of the 
events leading to the present problerns, 
the bank first learned of irregularities 
when Bank Negara (BN, the ce: 
bank) wrote to the board in 
with the results of an ing 
wira conducted in late 1984 
the BN letter reported the 
bank funds but made no 
large sums of money being m 

Four officers were single 
disciplinary action for not fi 
proper procedures: executive dire 
Syed Hamdan bin Syed Agil thai 
senior general manager Haji d 
Khamis, central branch manager Raja _ 
Safian, ‘and a fourth branch man 
still employed by the bank. Ha 
Mazlan and Safian were sack Tan 

Khalid said that improper proce- 
dures discovered by the poli 
current investigations include t 
ceptance of the same security for diffe 
ent loans “time and time again,” t 
failure to complete the “necessary 
documentation on loans: and allowing 
borrowers to draw down loans in one 


| lump sum: instead of keeping to 


drawdown schedule. It also: transpi 
that on man occasions, De we 


; Out ap € 
|| credit department personally and then 
| processed independently by a branch 

‘manager. 


"Picking up the pieces: page 5 a 
The political backlash: page 54 








control of pig ray but va 
by Malaysian Mining Corp., which 
23%, when he tried: to Inject his 
vately owned timber and property 
panies into Kamunting at. gros 
flated rices in return for s a 

i i to 


figure at around M$8- 
indebtedness to local 


To a large 
Koh are er for the p 
ment that Perwira finds itself in toda: 
According te sources close to the ha 
Perwira, like United Asian Bank, » 
intending to go publi sometime aft 
1984 but was prevented from doing 
when it had to report a loss of 
million for that year. The losses we 

‘erwira 


¿due to provisions. 


forced to make on ne 

































"he merry-making over board 
hanges at Multi-Purpose Holdings 
PH) has fizzled out and investors and 
Malaysian Chinese Association (MCA) 
_ members alike are now left with a morn- 
ing-after headache of monstrous pro- 
portions. After its first meeting since 
the revamp on 13 February, the new 
-board headed by Robert Kuok Hock 
Nien issued. a statement to the: Kuala 
mpur Stock Exchange (KLSE) on 17 
, warning shareholders “that 
e serious problems facing the 
company, especially those related to ad- 
rse cash flows facing the company and 
ts subsidiaries.” The share price fell im- 
mediately from M$1.21 to M$1.06. 
_ The statement by Kuok and his fel- 
low directors Tan Sri Lee Loy Seng, 
Chan Hua Eng and Oh Bak Kim is the 
arest- indication. yet. of the new 
ard’s determination to do away with 
he hype that has surrounded MPH ever 
ince. it was founded as the investment 
arm of the MCA over 10 years ago. It is 
spose that without this intervention 


















reby 
the 










-Mcents for every M$1 dollar of deposit, 
: compared with the 41 M cents estimated 
its receivers. 





p the pieces 


PH’s new board paints a sombre picture for shareholders 





The timely words of caution had a 
similarly sobering effect on investors in 


MPH-related shares, some of which had | 


almost doubled in less than a week after 
the news of the appointment of Kuok 
was announced. The 72% MPH-owned 
Muipha International Trading Corp. is 
now trading below its 50 M cents par 
value again after briefly shooting up 
from 29 M cents to 57 M cents, while 


61%-owned Dunlop Estates is at. 


M$1.54 compared with a post-Kuok 
high of M$1.70. The main MPH asso- 
ciates, 41.5%-owned property company 
Bandar Raya Developments and 38%- 
owned finance and lottery company 


| Magnum Corp., have both lost some of 


their gains. 

Nonetheless, the investing public is 
still confident that Kuok and Bis manag- 
ing director, Oh Bak Kim, . can 
straighten out the mess bequeathed by 
former MPH chairman Datuk Lee San 
Choon and his fellow MCA alumni — 
even if, to use the new board’s own 


words, “given the prevailing cir- 
cumstances, this cannot be done over- 
night.” 


The most obvious benefits that the 
presence of Kuok and Lee Loy Seng 


have brought to MPH are: bankability | 


and political clout — both of which were 


demonstrated almost immediately b 


the raising of-a term loan from Ban 


: Bumiputra Malaysia to repay a US$20 
. million revolving underwriting facility 
: that MPH had obtained from 20 Singa- 


| in September, they probably make de- 
: pressing reading. The interims revealed 





ased b ber 1985. This 

lity was report have matured 
over Lunar New Year, and.a few other 
Malaysian banks are believed to have 
been approached to refinance the facil- 
ity before the government-owned Bank 
Bumiputra stepped into the breach. 

Deferred and long-term liabilities of 
MPH amounted to M$249.5 million as 
of end-1985 (the most recent year-end 
figures available), compared with share- 
holders’ funds of M$825.9 million, so 
clearly MPH is not on the breadline 
yet. However, MPH made a before-tax 
loss of M$23.7 million that year and the 
former board said it did not expect 
much improvement in 1986, though it 
did suggest that the very large extra- 
ordinary losses of M$150 million in the 
trading and shipping divisions would 
not be repeated. Sources close to the 
group suggest that additional, substan- 
tial extraordinary losses from the ship- 
ping division of MPH might still ha 
tobe absorbed, however. 








|, Gane and his fellow directors are 
WN probably studying the 1986. year 
end results right now. Judging from thi 
results for the first half of 1986, released 





a loss of M$13.5 million before extra- 
ordinaries — nearly double the loss suf- 
fered in the same period in 1985, These . 
interim figures also do not reflect the 
full impact of the precipitous decline in 
commodity prices in the second half. 
There is hope of improvement in the 
future, however. With palm oil now at 
M$750 a tonne and rubber at M$2.30 a 
kg, MPH stands to see some recovery in 










y Suhaini Aznam in Kuala Lumpur 


















Khalid clearly pointed to the only per- 
vai Son who fitted the description —» Kok 
i Lanas MP Datuk Abdullah Ahmad = 





The political backlash 


‘ormer Perwira director alleges ‘politically motivated’ detention 


Te month-long detention of former 
Perwira Habib Bank director Raja 
Tan Sri Khalid Harun under Malaysia’s 


| controversial ISA — during what began 


as regular police investigations into pos- 
sible corruption — took a bizarre twist 
when Khalid claimed that his detention 
was “politically motivated.” 

Deputy Home Minister Datuk 
Megat Junid Ayub has refuted his 
claims. The Inspector-General of 
Police, however, has. appealed to. the 
Supreme Court against the High Court 
order to release Khalid on 12 February. 

At a press conference on 1§ Feb- 
ruary, Khalid said he had “reasons to 
believe” that he had been framed by 


| “an excellent strategist” and someone 
| who had himself been a self-confessed 


communist. Without naming names, 












and is understood to have confirmed 
this privately to, associates. Abdullah 
was the influential political secretary to 
the late prime minister Tun’ Abd=" 
Razak and. a political detainee. fro 
1976101981... a * 
Khalid alleged that he had been | 
made a “scapegoat” so that this person « 
could “launch [himself] into the poli 
cal and corporate. arena.” Khalid tow 
the REVIEW that Abdullah saw him as a 
threat who could stage a. comeback in 
the SPK, and oust Abdullah as chair- 


man. À 
Abdullah firmly denies the possibil- 
ity. of d coup by Khalid, since Abdullah’s 
family owns about 20% of SPK shares 
and, through friends, he could control 
up to 30%. SPK in any case, is not due 
to vote in a new board for another two 
years, he added. © o ooon 
Khalid told the REVIEW that Abdul- 
lah wanted to make his political come- 
back as the. champion of Malays, first 
through his. controversial speech in 
Singapore last year on the necessity of 
Malay . dominance, a second . 
rebuttal to the Malay 
iation’s Suggestion last 
| Malays and Chinese 


































s important plant ions div on in 
1987 and the trading division. should 
benefit from the general (if modest) u 


h 


turnin the economy this year. But while 


| commodity prices are now considerably 
| better than those prevailing during the 


rimmed 
< nents —- shareholders 


ome 


| the basis of commercial © 





first half of last year, it willbe some time 
before they are reflected in the overall 
results forthe group. = ` 

This picture is generally reflected by 


the. results of the subsidiaries and as- 


sOciates themselves. Dunlop Estates’ 
own interim figures for the same period 
showed a sharp decline in pre-tax profit 
— down 76% to M$5.1 million. Mag- 


um's half-year pre-tax profit-was down.. 


y nearly: 5% due to poorer perform- 


ance by its subsidiaries, especially Mag- ` 


any = improve- 
ment in the second half. 

Fat will have to be 
and invest- 


“are promised by the | 
MCA —~ will be made on. | 


er than political con- 
ns. One crucial 
sion facing Kuok and 
llow board mem- 
is whether to con- 





{MPBD) 





| Development turns out also to ‘be'a 





i decisions that are more in line | 
with their own interests. 

A few months prior to. the board 
changes at MPH, for instance, Magnum 
agreed to buy out MPH’s 51% stake ina 
property development company called 
eS eg Bersatu Development 

or M$25.8 million. Although 
the main asset of MPBD is land listed in 
the accounts. as being worth M$79.27 
million, the company also reported in its 
1985 accounts a total of M$44.05 million 
due to MPH. ° 

Magnum is also believed. to have 
lent M$32 million to its. 19.5%-owned 
affiliate, Serita Development. This loan 
is reported to be secured by quoted 
shares and bears 12.5% interest, though 
there is no repayment schedule; Serita 


49%-owned associate company of KSM 
—— and. holds: 222.2. million 
MPH ‘shares valued at 
` | their M$2-a-share. cost. 
“Itis probable, that the 
quoted shares being held 
by Magnum as “security 
are those of MPH, in 


interesting to know 
whether they are valued 
by Magnum at market 
| or cost. At the annual 

general meeting in June 
@ lasto year) shareholders 

' questioned the Magnum 
‘board over its decision 





ot to make provision for ` 


j the diminution in. value 


-of these “unidentified | 


‘quoted shares.” 








a regarded equally as migrants, and now 
by appearing to defend Malay financial - 


interests, since both the SPK and LTAT 
- at the time major shareholders: in 
erwira — are wholly Malay-owned. 


“Do not politicise what is essentially | 


commercial,” exclaimed Abdullah re- 


arly associated with 


er Datuk ‘Seri Mahathir 
Mohamad, who ‘is concurrently home 
minister, though it was Mahathir: who 
had ordered Abdullah’s release in 1981. 
During his detention, the police had 
queried Khalid at great length about his 
association with various political per- 
“sonalities, spending four hours on éach 
sar major leaders — Trade and 
tu usa. Hitam, Deputy P 
' Ghafar Baba and M: 


himself.: In particular, the police had- 


hand closer to the elections. 


ndustry- Minister’ Tengku Razaleigh 
Hamzah, ‘Umno deputy president Da- 
tu Prime | nitely at 








Bonne 


asked him whether he had given part of 
the missing M$600 million to any of the 
four camps. 

. Khalid said he knew each of them 
bat had never supported any of them. “I 
Rpa gicas Thave contributed to A borer 

ut not to: any specific group,” sai 
Khalid. His own contemporaries regard 
Khalid as being apolitical. Abdullah, 
too, has not identified himself with any 
camp yet, and is for now going out of his 
way to. demonstrate neutrality 
though he has promised to show: his 


Observers feel that the whole affair 
could be, at least in part, an attempt to 
— public attention se mounting 

mno intra- rivalry. It also gives 
Mahathir a ‘ace to demonstrate that 
he is genuinely fighting corruption. 
alid feels very much the victim — 
“that I alone suffered and the real cul- 
prits are still. at large,” he said in his 
eight-page press statement. He is also 
curious as to. why the ISA had been 
used, a law that allows for two years’ de- 
tention without trial, renewable indefi- 
the discretion of the home 
AISES y u 





er: 


which case it would be |> 


Shorinc 
confident 


Japan plays a wait-and-see 
game after Paris talks 


By Charles Smith in Tokyo : 
he “Louvre Agreement” reached 
over the weekend of 21-22 Februar 

by thé finance ministers and 

bank governors of six ofthe seven ma 

Western economic powers (Italy ¢ 

cided to boycott the talks at the last 

ment) may have lessened fears o 

early collapse of the US. dollar. B 

does not mean that the seven (or ever 

the six) now see eye-to-eye on exchange 

tates, or on the way ea n 

economies ought to be mana: 
The carefully qualified sta 

the Louvre communique that the s 

have agreed to “foster stability of ex- 

change rates around current levels... in 


note that no figure was i 


‘size of the new programme and t 


Bonn government made no commi 
ments at all for 1987. In the casi of 


‘Japan —- apart fram a largely sym 


half-point cut in the Bank of Japan's 


Miyazawa commitied his government’ 
introducing. a series of “general ccona 
mic policy” measures designed to boost. 
domestic demand as soon as the 1987 — 
budget gets through parliament, but 
Miyazawa stressed on his return to 
Tokyo that he “had said nothing” to 
other finance ministers about the possi- 
ble content of such measures. i 

Discussion of the “Miyazawa pro 
ise” in the Tokyo press during the: 
days after the finance minister's return 
ranged all the way from suggestions thal 
Japan. has finally decided te drop. its 
target of eliminating the issue of “deficit 
covering” government bonds by 1991 
thereby the Fi 









packages. 00 0 n 

"The truth may well be that Miyazawa 
imself went to Paris with an.open mind 
about what measures might turn out to 
be feasible — in which case there may 
ndeed be a possibility of a major shift 
away from the Finance Ministry’s au- 
stere fiscal policies to a more growth- 
minded strategy. Before that shift can 
occur; however, the rigidly austere 1987 
budget will almost certainly have to be 
allowed to pass through parliament in 
its original version. The scope for 
supplementary budget-making could be 
imited. to. the issue of a few trillion 
worth of additional. government bonds 
to “stabilise” public works’ spending in 
the second half of the fiscal year. 




















made parti 
individual policies, and the looseness of 


the communique’s references to joint 
action, the Louvre Agreement will pre- 
sumably stand or fall by its success in 
changing the mood of the foreign-ex- 
change markets. Judged by this 
yardstick, the verdict of the first couple 
of days trading was not impressive. 


“he dollar climbed against the yen 
during the first hours of trading in 
Sydney on the Monday morning after the 
Paris meeting, suggesting that dealers 
thought that exchange market “stabili- 
sation” meant a stronger dollar, but the 
rate slipped back in Tokyo later on the 
same day, finally closing marginally 
below the previous week's level. By 


holding fire in anticipation of the latest 





day the market appeared to be 







set of US trade figures which were due 
to be released at the end of the week. 

In refusing to be impressed by 
the communique, dealers apparently 
doubted the extent to which the sig- 
natories would be prepared to intervene 
in exchange markets to boost the US 
dollar, or even: maintain it at current 
levels, as well as the extent of their 
agreement on policy changes. The fact 
that intervention was discussed in Paris 
was confirmed by more than one fi- 
nance minister after the talks ended, but 
market sources pointed out. to the 
REVIEW that US intervention. might 
turn out to be merely symbolic. 

Evidence’ for this is the well- 
documented case of “symbolic” inter- 
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“By Michael Westlake in Hongkong 
„statement by the Hongkong Gov- 
ernment on its civil-aviation policy 
on 18 February, a strong protest by rival 


and an announcement that the tiny 

ne had doubled its paid-up share 

Kapital to HK$400 million (US$51.3 

million), have been taken by the media 

to be another round in Hongkong’s “ 
rs,” 


































e reality is more prosaic — no- 
ing. has. changed. and Dragonair’s 
‘ospects are no better or worse than 
were before the policy statement. 
he government statement, made by Fi- 
incial Secretary Piers Jacobs, merely 
iterated the policy announced in 1985 
by his predecessor, Sir John Bremridge: 
generally one route, one Hongkong air- 
line-— though there could be exceptions 
under certain circumstances. Dragonair 
‘made loud protests against this po- 
y since its inception, and Jacobs’ 
statement led to another blast, this time 
from Dragonair’s chairman, shipping 
gnate Sir Yue-kong Pao. ° 
Pao, combining his protest, with the 
‘ws of the capital increase three days 
r Jacobs’ statement, said the policy 
4 y stifles competition and consumer 
oice, and. unfairly benefits one private 
airline at the expense of the other.” He 
also said it was “discriminatory, arbi- 
rary arid protectionist: in nature” and 
med it was a»policy pursued “by 
wer and fewer other countries,” with 
ferences to Hongkong’s reputation as 
intre of free trade and:minimal gov- 
ernment intervention. ae 
There was no response from Cathay 
ials. It-was not just that they had 
all before. After. what seemed 
















ervousness óver- 


gkong Dragon Airlines (Dragon- . 


s “air 





Much ado about nothing 


Dragonair flys into a rage over Hongkong aviation rules 


Dragonair’s intentions after its birth in 
May 1985 — since then Cathay has been 
portrayed very much as the villain in a 
“David versus Goliath” 


further part in the war of words... 


Unfortunately for Dragonair, its ver- } 


bal assaults against the government and 


Cathay have oversimplified a complex, | 


situation involving international air ser- 
vice agreements (ASAs), and have re- 
sulted in it misrepresenting the facts and 
largely obscuring the good points of the 
company’s argument by presenting its 
case for acquiring routes as an entirely 
domestic matter. 

Jacobs’ statement had given a clear 
explanation of the legal steps necessary 
in obtaining. international air routes, 
which in Hongkong first involves an ap- 
plication to the Air Transport Licensing 
Authority (ATLA), an independent 
statutory body chaired by a High Court 
judge. The ATLA considers economic 
arguments about the size of the market 
and its potential growth, plus the econo- 
mic and technical. capabilities of appli- 
cants in coordination and development 
of air services. It is obliged to consider 
the best interests of the traveller as well 
as avoiding uneconomical overlappin 
— the mutual injury to airlines whit 
could be caused by an oversupply of ca- 
pacity. 

The ATLA has made it clear that it 
avoids becoming entangled in the avail- 
ability or lack of rights under ASAs, 
leaving that problem to the govern- 
ment. If an airline acquires ATLA li- 


cences, it must then wait for the Hong- 





kong Government to request Britain to 
designate one or more of the airlines on 


contest. — || 
Cathay recently has made a conscious |) 
decision to try to avoid taking any | 








a route, or to open. negotiations with a 
foreign government to.create or alter an 
ASA, adding this:to:-London’s backlog 
of air traffic negotiations. Designation 
said Jacobs, is a matter for the govern 
ment — which in the future may have to 
m a choice between Hongkong air- 
ines. 

Jacobs said that at present. restric 
tions on frequency and/or capacity ia 
various ASAs often preclude allowing a 
second Hongkong airline on a route 
without penalising the first carrier. He 
pointed out, as Cathay has done. previ- 
ously, that ASAs are bilateral agree- 
ments negotiated between governments 
~~ in Hongkong’s case, between foreign 
governments and Britain until about 54 
ASAs ‘involving . Hongkong are- re- 
negotiated. during the run-up to China 
regaining sovereignty over Hongkong 
in 1997. Catau te al 



















“talks betwee: 

for exchange market stabilisation. 
ccording to market sources, the re- 
ve Bought US$50 million on a single 
, but has-not’been to the market 
ince. Action on this scale can only be 
_ construed as'lip service to the idea that 
governments should act positively to 

‘stabilise exchange rates. 


A. cause of potential friction between 
major countries that was not ad- 
essed by the Paris meeting is the yen’s 
weakness against the Deutschemark and 
the impact this appears:to be having on 
| Japanese. exports to West Germany, 
which have- soared in the past few 
months as shipments to the US have 





lien. “Foreign-excha 
that the Deutschemark’s dollar-denomi- 
nated exchange value on the eve of the 
talks was 59.5% higher than its value at 


the time of the “Plaza Agreement” of - 


September 1985 (when the dollar began 
its long fall against other currencies), 
whereas the yen’s appreciation over the 
same period amounts to “only” 56.5%. 
A realignment of- the yen/ 
Deutschemark: parity without-¢éither a 
further strengthening of the yen’s dol- 


_lar-denominated :exchange value or a 


weakening of the Deutschemark against 
the US dollar seems out of the question 
given the current system of fixing ex- 
change rates between the yen and the 
European currencies in terms of “cross 


- rates” via the dollar. This does not alter 


the fact that the current parity may be 





seriously distort n 
tween Japan and West Gerr a 
Equally in question — but by ne 
means ignored by the six finance mi 
ters in their Paris deliberatidns —-1 
future parity of currencies such as th 
New Taiwan dollar and the South K 
rean won, the fixed rate of which agai 
the US dollar has generated a surge af 
exports in the past 18 months. The. 
Louvre communique ends with a paras 
graph accusing. newly industrialised: 
countries (NICs) of accumulating trade 
surpluses. which have “contributed 
portantly.to .. . the unsustainable p 
tern of global imbalances.” Such co 
tries should allow their cu 
“reflect economic fundamental 
pect to face more protect 
sures, the communique warns. 





would logically seek enlarged access to 
Hongkong for their countries’ airlines. . 
Pao’s blast ignored the fact that the 


policy has not actually been applied: 


against Dragonair’s interests — the ap- 

lications it has lost have been knocked 

ack by the ATLA on economic 
grounds —- and that over the past two 

‘ears the only thing which has changed 

3 the basis of the new airline’s ambi- 
tions. Dragonair was set up originally to 
become.a “China specialist” as well as to 
fly to secondary destinations in’ the 
Asian region not already served by 
Cathay. But after being blocked by de- 
lays in Sino-British ASA negotiations, 
forcing it to become a charter flight 
operator, it sought a wider route net- 
work.over which to spread the growing 
overhead of its. fleet of two short-range 
Boeing 737s— to become four this year. 

~ It was this move which broughtit up 
against Cathay’s development plans, 
but even so the only routes on which it 
has previously attempted to gain paral- 
lel rights to Cathay were those to: Pe- 
king, Shanghai, London, Manchester 
and Amsterdam, and the move was re- 
jected on economic grounds by the 
ATLA in each case. z 





Dragonair’s shareholders could see 


‘prospects of a return.on investment 
| made less than two years ago. 


Phe policy as stated is broadly similar 


E to that adopted by Britain and many 


other countries, and Dragonair’s argu- 
ments about. liberalisation elsewhere 
have long been inaccurate in this re- 
spect. But where Dragonair has a point 
— made subsequently by managing di- 
rector Helmut Sohmen, Pao’s son-in- 
law —- is in the gap between the ATLA 
and the government. Unlike the situa- 
tion in other countries, there is no ap- 
peals procedure, and no: provision for 
the government to adduce evidence 
from competing airlines beyond that 
prr to. ATLA before making its choice 
or designation. The basis for the gov- 
ernment’s future choice is therefore un- 
known at present. 

The reason isnot that the two-airline 
situation is entirely new to Hongkong — 
in its early days, Cathay itself had traffic 
rights battles with Hongkong Airways 
and each airline was then constrained to 
operating in separate areas until Cathay 
took over its rival in 1959. From then 
until 1979, when Hongkong: gained 
more say in ASA negotiations, Catha 
suffered by having to give way to Britis 
Airways’ interests in ASAs.: But since 
that time it has had the considerable ad- 
vantage of becoming. the incumbent 
Hongkong airline on many routes. 

However, when Hongkong drew-u 
its first formal aviation policy in 1985, 








some-of the refinements adoptedin B 
tain-and elsewhere seem to have 
overlooked. It is ‘this area” 
Dragonair is now taking to h 
fight for routes and-which now seems | 
need clarification in light of a comin; 
tempt by Dragonair to obtain a route 
Kuala Lumpur already flown 
Cathay. 
Dragonair’s 21 February announ 
ment of its capital increase wasin 
linked to the policy statement, 
ven rise to spe 


ree destination 
d ae nu 
China =- giving it 22 in-a 
plus four Japanese cities and Gua 
Dhaka and Kathmandu. 
The increase had been expected, 
given the month’s notice required fo 
the airline’s board meeting to approve 
it. It was made necessary by expansion 
and by continuing losses of US$500,000 
a month, as Dragonair operates s 
duled services to its three Thai des 
tions and charter flights to seven cities in 
China while it goes through ‘the long 


process of awaiting ASA talks between 


Britain and various countries, such as. 
the Sino-British talks due in March. 

More interesting were the possible 
reasons for Dragonair continuing te try 
to make a domestic issue out of interna 
tionally regulated matters, given that 
the government is well aware of the 
realities. 

Given also that Pao and Sohmen 
are well aware of the realities, it seeme .) 
ed that they might be under pressure 
from some of their shareholders wh 
while committed publicly to. the lor 
term view of Dragenair’s prospects, in 
effect seem to have been using the 
media to talk to themselves, Or per- 
haps, because Dragonair cannot legally 
sell charter seats. directly to the pub- 
lic, they were addressing the travel 
agents -on whom the airline's revenue 
depends. w 



















y Vaudine England in Jakarta 
hdonesia’s economic managers are 
wasting no time this:year ‘shoring up 
he country’s beleaguered budget. New 
debt taken on in the last three months, 
“most of which is outside the umbrella of 
“the. Inter-Governmental Group on In- 
lonesia. (IGG), industrial “nations 
hich coordinate annual concessionary 
ding to Jakarta, totals US$1.55 bil- 
lion: A US$350 million commercial loan 
signed in Tokyo in December, led by 






















ase Manhattan Bank but dominated 
Japanese banks, was followed in the 
first week of February by the World 
‘Bank’s so-called trade-policy loan 
worth US$300 million. On 17 February, 
a semi-concessionary loan worth 
$900 million was approved through. 
the Export-Import Bank of Japan. 
| o There is more on the way. Sources 
told the REVIEW that two more loans 
‘may be forthcoming from the World 
Bank before mid-year. The first is to go 
ward housing, rural roads and city 
werage expenditure, while the other 
s likely to be an irrigation sector loan. 
gether, they will probably amount to 
J$$300-350 million. 
-The reason for Jakarta’s enthusiasm 
or new debt is not hard to find. The 
lanned budget for the year beginning 1 
April shows. crucial oil revenues con- 
cting by 28.7% from the previous 
: Although prudent borrowing and 
reserve policies over the last few years 
ft government coffers awash with 
ollars, the key problem has been to 
ind the necessary matching rupiah por- 
tion, without which many project- 
oriented loans cannot go ahead. 
-Apart from the matching rupiah 
blem, a deliberate policy of restraint 
n the disbursement of commercial 
ans has left about US$2 billion of 
these “in reserve.” The policy arose out 
ofa desire to maintain international 
nking confidence at a time when oil 
s began to fall. Considering that 
December loan was: subscribed to 
airly easily, the policy is effective. 
- Indonesia’s. total. debt- before the 
three new loans was. US$32.1 billion. 
rojections in the World Bank’s econo- 
report on Indonesia put total debt at 
35.3. billion in 1986 and US$38:3 
illion. in 1987. The debt-service: ratio 
r the current-year is estimated at 
33.2%, compared with 25% last year. 
“The debt-service leap is less dramatic 
Lit looks, argued one banker. While 
ebt-service. payments, on penal ng 
Rps 6.81 trillion (US$4.14 billion) in fis- 
87-88, are a 61% increase over last 
piah-terms, in US dollar terms 
only about US#400 










































Get it while you can 


Indonesia increases debt with three new borrowings 





million more on debt now than in 1985. 
What has affected debt-service ratios 
more directly is the drop in export re- 
venues (against which they are calcu- 
lated). “The debt-service ratio is high,” 
said a banker, “but not outrageous.” 

Furthermore, estimates suggest that 
debt service cost up to US$600 million 
more last year than it would have with- 
out the year’s major currency swings, 
vi carpet the revaluation of the yen. 
About two-thirds of Indonesia’s debt is 
in non-US dollar currencies, predomin- 
antly yen, while most export revenue ar- 
rives in dollars. But the latest Exim 
Bank loan could only be denominated 
in yen, according to bank rules. 

Last year, the IGGI pledged US$2.5 
billion to Indonesia, about half of which 
is distributed through the World Bank. 
But the US$900 million Exim Bank loan 
falls outside the IGGI framework, 
marking a significant jump in the coun- 
try’s borrowing. 


he Exim Bank loan is mostly direct- | 
ed at solving the problem of match- || 


ing rupiah funds in soft project loans. 
As such it is the most direct and en- 
couraging act of goodwill so far made by 
the Japanese. Not only will the money 


immediately re-activate 21 major infra- | 


structural projects administered by the 
World Bank, but other donors and 
agencies are likely to feel pressure to 
follow suit. That the loan has been an- 
nounced before the annual IGGI meet- 
ings begin is especially helpful to the In- 
donesian Government. 

The Exim Bank loan is a break- 
through in more ways than one. It is the 
first time that the bank has lent money 
to Indonesia which is not tied to the pro- 
curement of Japanese exports. As such, 
said Exim Bank president Takashi 
Tanaka, the precedent is not one which 
will be repeated. One international 
economist described the Japanese ini- 
tiative as “a genuine act of concern to 
help the Indonesians.” 

What the Japanese get in return are 
semi-commercial terms: though yet to 
be finalised, the terms include an in- 
terest rate higher than Japan’s long- 
term prime rate (currently 5.5%). The 
loan is for 20 years, with a seven-year 
grace period. 

It is also a first in terms of World 
Bank/Japanese cooperation, as all the 
money is specifically allocated to World 
Bank projects, primarily roads, dams, 
harbours, rural electrification. and 
plantations. The loan amount was ar- 
rived at purely on the- basis -of project 
need. An original list of almost 30°pro- 





based on 
for capi- 
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The earlier trade-policy loan from 
the World Bank of US$300 million is 
different. As a programme, rather than 
project, loan it “will-be used to support 
the government’s efforts to respond to 
the sharp fall in oil prices . . . while en- 
abling it to regain stability in its balance 
of payments and in its budget,” accord- 
ing to the World Bank. 

‘Five days after the Exim Bank loan 
was announced, the new IGGI chair- 
man, Piet Bukman, arrived in Jakarta to 
review Indonésia’s needs for the coming 
yéar. In June, IGGT members plus the 
World Bank, IMF; ADB and OECF 
will meet in The Hague to hear Buk- 
man’s assessment ‘and to make their 
own bids for how much each will contri- 
bute to the annual package of grants and 
soft loans. Although some economists 
close to the rment believe th ' 
more Japanese assistance is on the wa 
further help will probably be in thé 
make-up of the [GGI pledges, ‘These 
pledges are usually all project-related 
but a higher proportion of programm 
lending may be offered. ` 




















































Miyazawa: lending policy. 











» Charles Smith writes from Toky e 
Exim Bank ‘loan ‘to’ Indonesia. is «in. 
line with a new.policy on overseas lend 
ing announced. by Finance Ministe 
Kiichi Miyazawa at last year’s annual “ 
meeting of the. World Bank and the 
IMF. In a speech to the meeting 
Miyazawa said Japan would try to'ex- 
pand untied loans to developing ‘coun- 
tries. e i 

An Exim Bank spokesman told the 
REVIEW thatthe bank still has to receive 
formal permission from the Ministry of 
Finance for the Indonesian loan, but it is 
assumed that this will be forthcoming. 
Permission is required: because: ‘the 
bank’s charter restricts it to the financ- 
ing of imports. into and exports:out of 
Japan. The:bank has made untied loans 
in the past; but only for the foreign cur- 
rency portion of development projects. 
The Indonesian loan is the. first. to be 
made. available. for covering dom 
costs. | i 
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N ow American Express Bank (Switzerland) AG American Express family of companies ~ offering 


offers you the security, convenience and con- 
fidentiality of a private account in Switzerland — 
with important additional benefits. 

To start with, you have your choice of a full 
spectrum of global banking services: accounts in 
Swiss francs or other major currencies, investment 
advisory and asset management services, foreign 
exchange, precious metals. And all are provided 
with American Express Bank’s traditional commit- 
ment to excellence. 


Utmost discretion 


Secondly, your personal Account Officer at our 
Zurich or Geneva offices is fully committed to 
handling your affairs swiftly, accurately and with 
utmost discretion. He coordinates American 
Express Bank’s worldwide facilities (85 offices in 
39 countries) on your behalf, supported by one of 
today’s most advanced telecommunications and 
computer networks. l 

Our private banking clients enjoy still another 
exceptional advantage: access to the worldwide 
investment opportunities available through the 


Growth opportunities worldwide — 


PRIVATE BANKING 
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you many additional ways to protect and increase 
your assets. 

Finally, we not only meet your private banking 
needs; we also provide the broad tange of personal 
services so valuable to the international client. 
These include American Express Bank Gold Card” 
privileges and our exclusive round-the-clock 
Premier Services for the personal and business 
travel needs of certain clierts. 


Your personal objectives 
As you see, our concept of private banking is truly 
exceptional in many ways. We'd be pleased to give 
you full details on how American Express Bank can 
help you reach your objectives. Contact us today. 
In Hong Kong, telephone 5-844 06 88 ; in Singapore, 
225-6330. 


of American Express Company, which 
than USS92 billion and shareholders’ equity in excess of 
USSS.7 billion. 
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The new Minolta EP410Z Copier with “Quadruple 

Zooming Power’; the power to enlarge to four times 
original size or reduce to one-fourth original size in a 
single, time-saving step. Without intermediate copy- 
to-copy procedures that can sacrifice copy quality. 

Use OZP to enlarge A5-size graphs, charts, 
illustrations or even a gorilla to A3. Use it to reduce 
A4-size phone lists, schedules, memos, notes and 
other important documents to A6. Either way, you 
benefit from the superior copy quality that only 
Minolta single-step zooming can deliver. 

Other innovative EP410Z functions conveniently 
automate several previously tedious tasks. Make two 
copies at the same time, for example. with Page-By- 
Page Copying. Or produce perfect margins automati- 
cally as you copy with Image Shift. Use Frame Erase 
to eliminate unsightly shadows when copying books 
or odd-sized originals. And let AMS and APS select 
zoom ratios and paper sizes for you. 

And if and when your needs demand it, assemble 
an even more powerful system from a wide range of 
options. One option, the Editor, lets you designate 
specific sections of a document for 
copying or erasure, 

Don't let poor quality, 
second-generation 
zooming make a 
monkey out of you. 
Get the power: 
Minolta EP410Z 
Quadruple 
Zooming Power. Ask 
your Minolta dealer, 







QUADRUPLE ZOOMING POWER s 


EP4IOZ 


MINOLTA CAMERA CO, LTD. Business Equipment Operations 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka §41, Japan 





See Minolta coplers ot: 


Bangladesh Brothers infernational Lid. National Scouts Bhaban, Inner Circular Road, Kakrall Dhaka, 
; GPO. Box 767 Phone: 400042, 404929 

Minolta Hong Kong Lid. Room 208, 2/F, Eastern Centre, 1065 King's Road, Quarry Bay 

Phone: 5-658181 

Methodex Systems Pf Lid, 607-8 Meghdoot 94 Nehru Place New Delhi NOOIS 

Phone: 6432475, 6432476 

City Markeling Sdn. Bhd. Wisma Gestel, No. 4, Jalan Kilang (51/2063, A8050 

Petaling Jayo, Selangor Phone: 03-7921033 (10 tines) 


Allied equipment Ud. . First Floor Nelson Chambers, 1, Chundrigar Road, G.P.O. Box 680, 


Karachi. Phone: 219998, 210146 
j Topros Bida, Banawe cor. Atok Sts. Quezon City, Metre Manila 
Hal REATI NAND: EAB, 714185, A87, 7-4189 





Singapore  Minolo Singapore (PTE) Lid. 10, Teban Gardens Crescent, Singapore 2260 
Phone: 663-5533 

Taiwan Santo Office Machines Corp. 11 FL, 75, See. 4, Nanking E. Road, Taipei 
Phone: 716-5001 

Thalland Technical Supply Co. Lid. 1806-1812 Kasemrat Road, Kiongtoey, Bangkok 1010 
Phone: 249-0199, 249-0294, 249-0092, 249-0359, 249-0345 

Austrailia Océ-Ausholia Ud. PO Box 196, 89 Tulip St., Cheltenham, Melb 3192 
Phong B00 

New Zealand Viko Holdings Lid. 33 Broadway, Newmarket, PO, Box 220, Auckland] 
Phone: 606-449 
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TAPAN F INANCIAL 
REPORT 


Published Fortnightly ... 


The Most Authoritative Newsletter Of Its Kind... 

We take great pleasure in introducing the JAPAN FINANCIAL 
REPORT, a fortnightly newsletter written and edited by Richard 
Hanson and distributed and marketed world-wide by the Far 
Eastern Economic Review, Asia's leading business/news 
magazine. 


Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principal source of inside 
information on Japanese banking, business and finance for people 
with a need to know. 


Hanson Uniquely Qualified ... 

Hanson a long time resident of Japan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
frequent appearance of his articles in the Far Eastern Economic Review, 
‘The Financial Times and The Times of London among other prestigious journals. 


Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 
hich can help you chart a safe course through the labyrinth of Japan's financial world and at the 
ame time provide you with an unparallelled insight into the workings and thought process of the 
Japanese Ministry of Finance and the Bank of Japan, Japan's central bank. 


For Bankers, Brokers, Corporate Treasurers etc... 
Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep 


u abreast and, in many cases, ahead of rapidly changing events which can and often do affect 
pan’s financial, economic and industrial well 





Subscribe Now... 


Act Now And Begin Reaping The Benefits... [ 
Don't delay! No other publication of any kind health a 
y: p y PUBLICATIONS DIVISION 


can match the scope and depth of information GPO BOX 160, HONG KONG | 

you'll get in every issue of the JAPAN FINAN- 1 
IAL REPORT. Do it now while you are think- C] Please enter my subscription to the JAPAN FINAN- 

g about it. To subscribe simply complete the GIAL REPORT for theinaicated term 








AN f SE Tenclose cheque/M.O. in the amount of _ _.. (Or) 
special trial subscription order form and return O Pesse blate my creditcard 
ag y a x Lead . 
with the indicated amount. sities n 
O 6months US$272 Cl 1year US$495 
AN FINANCIAL REPORT is designed to (Payment may be mode in equivalent in local 
currency) {Please print in block letters) 
2ed which in the short term might save you Name 
time, energy and money, and in the long term 
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SES trading floor: electronic links. 














MARKETS 


“Ly Nigel Holloway in Singapore 
Tis Stock Exchange of Singapore 
(SES) is understood to be near to.an 
agreement in principle with London and 
New York authorities whereby shares 
quoted in the two centres could be listed 
electronically in the city-state. Many 
technical details still have to be worked 
out, but if the deal is signed, Singapore 
will be the first financial centre in the 
| Asian time zone providing a market in 
- securities listed on the National Associ- 
ation of Securities Dealers Automated 
Quotation system (NASDAQ) in the 
S.and on London’s Stock Exchange 
Automated Quotation system. 
> The creation. of a market in Singa- 
‘pore largely modelled on NASDAQ en- 
| cables the island's system to be linked 
` dectronically with the other two ex- 
changes. NASDAQ is now the third- 
largest securities market in the world 
„and there are more than 500 companies 
sted on London's secondary market. 
“There are several advantages for 
Singapore in such an arrangement. 
« First, it would steal a march on: Hong- 
kong and Tokyo, neither of which have 
an automated scripless trading system 
yet. Second, it could capitalise on an ap- 
parent shift in preference on the part of 
Japanese investors from international 
fixed-interest securities to equities. 
Third, it would instantly add enormous 
“breadth and depth to Singapore’s own 
electronic sharemarket which” only 
began trading on 18 February. 
As with any such exchange, success 
will depend on its wide acceptance by 
investors and on deep enough liquidity 
to enable market makers to earn apro- 
fit. The electronic SES Dealing and Au- 
tomated Quotation system (SESDAQ) 
‘Started moderately well with the open- 
g of trading in its first counter, Singa- 
Nati : 
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-n encouraging start 


Singapore makes aggressive moves to develop its stockmarket. 


ment-owned company which floated 7 


million shares. in an issue deliberately 


pitched to attract small: investors. The 
4.5 million shares available to the public 
priced at $1 (47 US cents) each were 
oversubscribed 119 times: 


day’s trading, their val 









e tose to $$2.80. 


Turnover averaged 936,000 shares a day 


in the first three sessions of trading. 
Dealers say business would have 
been much greater if the new secondary 
market — designed for companies at 
least three years old and with no mini- 
mum capital requirement stipulated — 
was conducted in the same. way as the 
main board, that is, by open auction on 
the trading floor. Others say that the 
SESDAQ system should make it easier 
to trade in counters, that would. other- 





wise be hard to transact. The main tech- 


nical problem at this stage is that. the 
stockbrokers’ telephone network is in- 
adequate to handle buying and selling 
orders, a big obstacle to smooth trading 
but one which is not insurmountable. A 
source involved in the establishment of 
the new market says that the bullish re- 
sponse from punters to SNP’s debut will 
encourage several more companies to 
take the plunge. Upto 15 firms are con- 


sidering applying for a listing. © 


Tr managing director of the Mone- 
tary Authority of Singapore (MAS), 
J. Y. Pillay, told a meeting of brokers 
and bankers at the launch'of SESDAQ 
that in the future a third-securities mar- 
ket, for companies less than three years 
old, may be created. This:would first re- 
quire a much more developed- venture- 
capital industry in Singapore than’ the 
one at present. ‘ 

He noted that the SES had made rapid 
press since its two 7 











s and on the first 











board has averaged 32.6 million s 
since the beginning of this year, com 
pared with 15.6 million in 1986. Aggr 
gate borrowings of the brokers: now iota 
just over S$400 million compared with 
33763 million at end-March last yea! 
As a sign of the recovery, brokers J. 
Ballas repaid the $$9.34 million it owed 
to the lifeboat fund which was set upafler 
the temporary closure of the exchange 
Some brokers are still financiall 
weak: One of the largest of them, O; 
& Co. saysit was meeting its 34 ere 
banks in the week beginning 23-Fe 
ruary “fo'review” its current revaly 
credit facility of S$170 million of whic 
S$115 million remains outstanding. Com 
pany sources say that On 















































borrowing became a $170 lly: 
secured one. Its 53.8% stak n 
tional Trust & Finance (ITF) was sold 
with MAS approval, to the Overs 
Chinese Banking Corp. on 16 Feb 
in exchange for shares in the bank. 
value of the transaction was $$4.55 
lion, which works out at 47 S cent 
share for ITF, compared with $$! 
when trading was suspended earlier. 
Stockbrokers ‘also: have to'ga 
poratise by the end‘of next month: In 
move that is likely to help the process 
the SES committee has decided to allo 
the limit on foreign participation in 
brokerages to be raised from 49%. to 
70% — after three years he time: 
the stake. is first acg vine 
above 49% will be judged by the 
mittee according to whether su 
stake would help develop the indus 
Not all are happy with this decis 
One share broker pointed out that ale 
ter sent in January to the commitie 
signed by 14 member firms had said tha 
the 49% limit should not be raised for at 
least three years (REVIEW, 22 Jan}. In) 
contrast, the head of a foreign broking 
house in Singapore said he could 
understand why the committee h 
stopped at.70% once it had co 
that foreign participants could take 
majority control, though he noted that 
increases above 70% will be considered. 
by the committee on a case a 
basis.” The SES ruling body has also 
decided that up'tocight firms willbe al 
lowed to sell shares. to non-Singapore 
participants with due consideration: 
given to “an appropriate geagrap 
distribution” of foreign interests. So 
there are only three such companies. 
The next contentious issue that th 
committee has to decide on is theg 
tion of whether and when to intr 
negotiated commissions. This 
quire some delicate negoti 
Malaysia, where brokers are e 
prepared for suchvan eventuality th 
Singapore. Foreign brokers in Si 
pore have been sent a quest 
asking how muc siness 







































































ECONOMIES 

















































By Adrian Buzo 


l E the next few months, North Korea’s 
iF Supreme People’s Assembly (SPA) 
will meet to ratify the country’s new 
Seven-Year Plan (1987-93). While the 
process of economic liberalisation in 
China is full-blown, and even Vietnam 
and the Soviet Union sustain cautious 
debates on economic reform measures, 
the most salient aspect of the North Ko- 
rean economy in 1987 is the extent to 
which President Kim Il Sung has reaf- 
firmed and reinforced his traditional 
policies of rigid orthodoxy in economic 
matters. 

In Kim’s speech to the inaugural ses- 
sion of the Eighth SPA in late De- 
cember, there were no references to 
| decentralisation, incentive or other 

“aspects of economic liberalisation. 
Rather, these tendencies came under 
strong attack by implication in a forceful 
| _reassertion of the need to pursue funda- 

: mental Marxist ideological goals. 

The theme was then picked up in 
‘more direct language in the North Ko- 
rean press during January with a call to 
block the infiltration of foreign ideol- 
ogy and culture, eradicate the remnants 
of the old capitalist society and crush the 
destructive designs of our class enemies 
inside and outside our country.” 

The key personnel changes made to 
the ‘North Korean Administration 








Back to the basics 


North Korea abandons its flirtation with economic liberalisation 


Council (or cabinet) at the December 
SPA sitting also reflected this stance. 
For example, economic centralisation 
was reinforced when the key economic 
portfolios of State Planning and Light 
Industry were not given to new blood 
but to long-standing and trusted mem- 
bers of the party Secretariat, Pak Nam 
Gi and Kim Hwan respectively. This en- 
sured that these ministries would re- 











Kang in China: short-lived liberalisation. "°'°°° 











main especially responsive to party di- 
rectives. 

Moreover, the replacement of Pre- 
mier Kang Song San by Li Gun Mo fi- 
nally brings down the curtain on a short 
period during which North Korea flirted 
with, and then firmly rejected, the op- 
tion of a China-style economic opening 
to the West. Kang had been appointed 
in December 1983 (towards the end of 
the failing Second Seven-Year Plan), 
and by past practice this indicated that 
he would have chief responsibility for 
administering the next plan. As things 
turned out, he spent only three years in 
office, and while the role he played in 
the moves towards economic liberalisa- 
tion that coincided with his tenure is not 
clear, it seems to have been consider- 
able. 

Now that policies such as seeking ex- 
panded economic contacts with the 
West, examining and learning from t 
Chinese experience with technolo 
transfer and special economic zones and 
the Joint Venture Law of September 
1984 have virtually been discarded, it is 
not surprising that Kang himself shoul 
have been replaced. 


= owever, in assessing North Korean 
motives during this period, it should 
be noted that, at least for the moment, 
Kang has retained his high party rank- 
ing and has been newly appointed to the 
Secretariat. The fact that kane does not 
appear to have paid any political price in 
the wake of the rejection of a more lib- 
eral economic policy suggests the extent 
to which the moves were a strictly con- 
trolled gambit. 

Exactly why the North Koreans re- 

















jected these policies is unclear but it is 

certain that the new relationship with 

the Soviet Union was a prime factor. 

- The political price of following China’s 

example must always have appeared 

daunting, and the resignation of 

Chinese Communist Party general sec- 

retary Hu Yaobang must now be con- 

firming these fears. The Soviets were in 

a position to offer what was tantamount 

to a bird in the hand — not potential but 

actual, if more limited, economic bene- 
fits at little or no ideological cost. 

Since the Soviets had a vested in- 
terest in consolidating their strategic 
gains in North Korea and also in fore- 
stalling the emergence of another 
China-style model of economic trans- 
formation, their longer-term commit- 
ment to an orthodox North Korean eco- 
nomic model could be relied upon. 

Therefore, after a period in 1984 and 

"y 1985 when Kim pursued both 

S simultaneously, he finally took the 

‘Soviet option. In December 1985, when 
the two countries signed their latest 
five-year economic cooperation agree- 

nt, trade during 1986-90 was pro- 

-grammed to double the 1981-85 figure. 
North Korea will also now get the 
benefit of advanced Soviet technol- 
ogy in a number of fields including nu- 
clear-power generation, steel produc- 
tion and seabed mineral exploration, 
plus the benefit of outright Soviet aid in 
the form of anumber of major industrial 
Projaae, 

; t is from this background that the 
North Koreans have approached the 
Third Seven-Year Plan. The stated ob- 

, jective of the plan has long been an- 

nounced as “solving the problems of 











` bis 











sents quite a change for Kim who, like 
role-model Stalin, has always 
favoured heavy industrialisation. Only 
time will tell if there is any substance to 
this new consumer-oriented line, but 
the appointment of Kim Hwan, a full 
politburo member, to the Light Indus- 
try portfolio is noteworthy. 

This does not mean that the cult of 
grandiose industrial targets has been 
abandoned. At the 12th plenum of the 
Sixth Party Congress, also held last De- 
cember, newly appointed Deputy Pre- 
mier Hong Song Nam reiterated that 
the achievement of the “Ten Long- 
Term Goals for the Eighties” (encom- 
passing targets. for electricity, coal, 
steel, non-ferrous metals, cement, 
chemical fertiliser, textiles, marine and 
agricultural products, and land reclama- 
tion) would remain ‘a top priority for 
completion during the plan. 


his was a rare admission of under- 

achievement by the North Koreans 
because, in effect, it gave them three 
extra years to 1993 to achieve the 
targets. It is further evidence of the dis- 
mal economic showing of late. 

‘But the real chances for improve- 
ment in the North Korean economic 
performance no longer depend in the 
first instance upon factors such as Soviet 
aid or opting for the correct economic 
strategy. Long years of subjection to 
overriding political imperatives have 
left the North Korean economy with lit- 
tle room to manoeuvre. In practising 
the isolationist policy of juche (self-re- 
liance), Pyongyang has ended up with 
low levels of technological input 





food, clothing and shelter.” This repre- | and very few value-added ex 
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Roughly 70-80% of North Korea’s 
exports are either raw or semi-finished 
products such as minerals, agricultural 
and marine products, cement. iron, 
steel and precious metals. Tiny pockets 
of excellence may exist, especially 
within the military sphere, but North 
Korea’s machine industry, for example, 
typically turns out products of such vari- 
able quality that even Chinese officials 
have cited the quality factor as a major 
problem in boosting trade. 

Thus, as North Korea prepares to 
enter its third Seven-Year Plan, it faces 
an array of problems so formidable that 
no party tothe Korean. conflict would 
wish them perpetuated. The country 
possesses a stagnating economy; high 
foreign debt; few value-added export 
products; little access to foreign tech- 
nology or capital; rapidly ageing andin- 7 
efficient plant, machinery and infra: 
structure; a highly centralised, obsolete” 
command system of economic manage- 
ment, and an export market largely. at 
the mercy of either uepletee or glutted 
commodity markets. This situation Has 
largely been self-inflicted by a set of 
traditional political parameters which 
have now again been reaffirmed. 

North Korea possesses. great prom- 
ise in the form of a well-disciplined, 
educated workforce and managerial 
class which would be strongly motivated 
towards making liberalisation work. 
But at present it seems that, as with 
China, liberalisation may have to wait 
until its own “Great Helmsman” and his 
appointed successors are removed be- 
fore it will have the opportunity of at- 
tempting this. u 






















































































. By Lincoln Kaye in Bombay 

A iter dithering for a month, the In- 
‘dian Government has. stood by its 
earlier decision to appoint the former 
Nuclear Power Board (NPB) chief, 
CM.: R. Srinivasan, to head the Atomic 
-Energy Commission (AEC). The post is 
one of the panchratna or five jewels, the 
most prestigious and-best-paid govern- 
“ment jobs, on a par with the head of a 
branch of the military. . 





To. meet its targets through the. end : 


-of the century, the. AEC has been al- 
loted nearly Rs 140 billion (US$10.8 bil- 
n), comparable to the budget of a 
ium-sized Indian stateover a simi- 
seriod. But secrecy. provisions in the 

ian Atomic Energy Act make the 

C chairman a good deal less ac- 
countable for these expenditures than a 
state’s. chief minister. Additionally, the 


ion last year to tap capital markets di- 
ctly. — a 
val candidate for the AEC chair- 
P.K; Iyengar; sought early re- 
ment- as the. chief of the Bhabha 
mic Research Centre (BARC) here 















nuclear establishment set up a-corpora- 


india renews its long-term nuclear power plans 


after losing the race for nuclear tsar. 
lyengar’s bid had the. backing of the 
outgoing AEC chairman, Raja Raman- 
na, with whom he had served on the 
team that developed the 1974 “Pokha- 
ran event,” India’s first nuclear test, 






























amish McDonald in Sydney 
ralia's near-monopoly steel- 
aker Broken Hill Proprietary 


HP) has cast off its heavy losses of 


vi sago with the help of a govern- 

ént restructuring plan, and emerged 

probably the most profitable enter- 

anywhere in the troubled. world 
lustry. ; 

e analysts- this presents a 

ited chance for Australia to 

s export trade downstream, 


ments of iron ore and coking- 


hed steel, Recently an- 
in Japan’s steel capacity, 
i all in demand 
Australia and 
to the feeling 
oming. tothe 























‘mark hung over the indust 


and after years of consolidation has just 
announced addition of some new capa- 
city. 

Five years ago, BHP Steel was on 
the. ropes. Because of past state rival- 
ries, its plants were scattered over four 
localities: Newcastle and Port Kem- 
bla in New South Wales, Whyalla in 
South Australia, and Kwinana in West- 
ern Australia. Equipment was ancient, 
steel quality not very impressive, and 
competition from South Korea for the 


mainstay domestic market rising fast. 


Capacity of 9. million tonnes a year 
and a workforce of 37,000 were in 


great surplus to actual production of | 
5.3 million tonnes in the year to May- 


1983. 

In that year the company’s steel divi- 
sion made an after-tax loss of A$94.3 
million (US$83.5 million at rates then 
prevailing), despite having mothballed 


nd. resources operations carried steel 
losses for the time being, buta question 
futur 


“members of the “Pokharan lobby” used 











the loss-making Kwinana blast furnace. 
a yéar earlier. BHP's heavy. petroleum. | 






When Srinivasan got the AEC nodin 
January, BARC scientists and other 


their leverage in New Delhi to get the 
decision rescinded and Ramanna’s term 
extended for an extra month. Their plea 
gained resonance from war alarms with 
neighbouring Pakistan (REVIEW, 12 
Feb.), widely rumoured within India to 
be on the verge of building a bomb of its 
own. Despite this hiatus, the bomb lob- 
byists finally lost out to the power en- 
gineers and Srinivasan’s promotion was 
confirmed, prompting hopes for a re- 
newed commitment to ambitious atomic 
energy development plans, 

The nuclear power programme bad- 
ly. needs..a. boost to reach.its. capacity 
target. of 10 gW, or 10% of India’s pro- 
jected, power needs by the year 2000. 
Current capacity stands at just 1.1 gW, 
2.6% of present power requirements. 
Aside from the US-aided maiden pk 
at Tarapur, India’s five other functic 


| ing atomic power installations and. tne 
four more now under construction are , 


basically indigenised adaptations of the 
1970s vintage..235-mW. Canadian. de 


| signs. With plants that small and . 


lengthy average construction period of 
11 years, the AEC will be hard pressed 
to meet its target. - 
NPB engineers indirectly blame the 
Pokharan clique for this state of affairs. 
The 1974 test blast raised nuclear prolif- 
eration anxieties among India’s mentors 


meanness 


and that of the communities around its 
plants. 

The new „Australian Labor Party 
(ALP) government of Prime Minister 
Bob Hawke made steel the first subject 
of its ambitious, consensus-based indus- 
trial policy when it came to power in 
March 1983.. Industry,.Minister John 
Button firmly put aside some ALP pres- 
sure. for nationalisation, instead cajol 
ing interested parties into: a.five-yea 
plan. whereby ‘BHP. agreed to spend” 
A$800 million on. re-equipment;: trade: 
unions agreed. to workforce cutback 
and a clampdown on strikes, and. Cat 
berra provided small bounties. to purs 
chasers of steel in addition to existing 
tariff and anti-dumping protection.. 


he scheme has met its goals:well 
ahead of the plan’s five-year term, 
enabling the government, to cut: back 
bounties without much protest, and few 
expect. the: plan will. need. to: be ex- 
tended. Capacity has been trimmed to 
















6.7 million tonnes, the workforce to 


about 23,000 and 


capital spending 
commitment have | 


eady gone well 
usiry Plan figure, at 
HP Steel turned in a 





21-million in-the half-year 
9862 we 


iillion) in the year to May - 








‘|. pon” Steel, 





pplies of te 

y el at the source. To free it- 
self of external dependence and to keep 
its: nuclear armament option ‘open, 
india chose indigenisation, even at the 
| expense of costlier and slower atomic 
| power development. 

Instead of binding itself to import en- 
riched uranium, the AEC relied on 
India’s’ ample supplies of natural 
uranium as a fuel and isotopic “heavy 

». water” as a medium: Subsequent genër- 
“ations of fast-breeder reactors are to 
| convert the abundant thorium resources 
| of Kerala and Orissa into reactor fuel. 
|. BARC’s 1,500 scientists enjoy as much 
| asa25% share of New Delhi's total re- 
| search and development expenditure to 
| pioneer this technology. The NPB, for 
its part, absorbs up to 5% of the govern- 
ment’s overall outlay on energy. 


| “Whe march to nuclear self-reliance 
| Ras not been without its setbacks. 
-.uints’ gestation times seem to increase 
as glitches abound: Tarapur’s two reac- 
tors started on time in 1969, but the sta- 

- yn has experienced failures, shut- 
-o awns and minor accidents at the rate of 
about 35 a year. The first two indi- 
genised reactors, in Rajasthan, each 
took upwards of eight years to commis- 
sion. 
took nearly 15 years. ft 
Rajasthan atomic power station No. 

1 has been so plagued with cracks in its 


rce advantages, this makes: 

the company the most profitable. 
4 steelmaker anywhere, BHP 
| claims, outstripping even Nip- 
West.. Germany’s 
‘Thyssen or Canada’s Dofasco. 
| With ayut per employee hav- 

ing risen from 143 tonnes in 1982 . 
to 287 tonnes in 1986 (and head- 
ing for 350 tonnes by 1989), 
= HP also claims to rank with 
youth Korea’s Pohang Iron and 
Steel in having the lowest 
»/ erating costs in the world. 
-o Production now runs.close to: | 
` capacity at about 6.5 million ton- |; 
nes a year, and BHP is looking 
for ways to squeeze more steel 
out without. reducing profits. 
Domestic sales (at about 5 mil- 
lion tonnes a year supplying 
85% of local demand) cannot be 
expected to grow more than 


e next two, in Tamil Nadu, each. 


“end shield that Prime Minister Rajiv 
Gandhi has asked his cabinet to con- 
sider shutting it down permanently — a 
drastic solution which would itself pre- 
sent daunting, extremely costly decon- 
tamination problems. The Madras plant 
“tripped out” within minutes of its inau- 
guration and has operated rather 
sporadically ever since. BARC’s 
Dhruva research reactor — meant asa 
showpiece for lyengar in his bid for the 
AEC chairmanship — has had to close 
twice. due to fuel rod problems. 

AEC officials, however, dismiss 
such problems: as: “teething troubles,” 
and Srinivasan claims that the corner 
has been. turned on timely delivery of 
projects. The four plants: in: progress 
should virtually double installed nuclear 
power generating capacity by 1992, he 
says, and an ‘additional 1,000 mW 
should be added by plants now on the 
drawing boards for Rajasthan and Kar- 
nataka. Lead time has been shortened 
on indigenous component production, 
so that if enough projects are launched 
simultaneously, India can meet most of 
the target for 2000. 

That. still leaves potential room for 
imports, though. Heading the queue of 

| nuclear suitors is the Soviet Union, 

| whose customary ‘bias towards gigan- 
tism in industrial projects makes their 
‘400-500 mW reactors attractive to. offi- 
cials in a hurry to meet targets. 

Chernobyl has ‘hardly tarnished 








about 2% a year, so any signifi- 
cant increase in sales will have to be 
overseas. Eg 
Research director Ian Story of Syd- 
ney stockbrokers Meares and Philips 
is One prominent advocate of a major 
new export-oriented steelworks.. BHP 
{Steels general manager Peter Laver, 
“however, points out that with the cost of 
new “capacity. at. “US$1,500-2,000 -a 
tonne, the:debt service alone would 
< match production.costs of about A$250 
ne. Even if itdid top the world ste 


industry, BHP profits from steel now 
did no more than match the average in- 
dustrial return on investment. “Itis not 
a spectacularly profitable business in its 
“own right,” Laver said. 
Instead, BHP has been looking for 











Soviet credentials, though. } 
BARC scientists keen on the 
tive abandonment of so muc 


| ous Indian work. on-alternati 


power development strategies. 
Nevertheless, Srinivasan —- whore 
portedly acquired a gat distrust of (he 
US in his years supervising the construc. 
tion at Tarapur — remains : 
about the Soviet offer, AEC o 
cials note that the 10 gW target give: 
more than adequate scope. for in: 
digenous: development alongside ime- 
ports. : 
Aside from the techn 


setting the cost of meeting. 

But, according to the la 

port, revenues from the exist ce 

stations fell slightly short of Rs 1 bilio 

in 1984. oe 
Engineers estimate th 

cost of nuclear power gener 

city at about Rs 12 mi 

mW, roughly: 20% more 

than thermal power, Atomi 

plants are 30% less expensi 

though, they claim, es charge thal 

thesé rules of thumb ignore a host of 

peripheral costs: radioactive waste-di 
saland atomic power ancillaries 

eavy water plants. 





— so that the cost of new capacity 
about A$300 a tonne. ` 

Selling the extra steebin-a “very sick, 
very distorted” world steel market will 
not be.too easy, Laver said. One 
tegy, which captures high-value 
kets, has been to invest in small 
cessing. plants making steel rool 
sheets, light factory frames and the like 
BHP has equity in 17 such outlets 


| in the US where it is limited by Austr 


lia’s: 150,000-tonne import quota, and 


| the rest in Asean count 


Larger op 
bled industria 
US where Holmes. a! 
ng manoeuvres in steel 
aroused speculation of a possible ti 
BHP is also-interested in sizeable 
tries without their own steel indy 


i suchas Thailand. Its salesmen scour 


ratic markets such as Iran for spot sa 
China also falls into the category 
erratic. For nearly three years BHP 


‘been talking with Chinese stee 


thorities about a long-term cor 


| pig iron that would allow the: 


plant to be re-opened, Laverse 





















especially pick-up 







f goals are too ambiti- 
us for what is one of the least efficient 
of the country’s import-substitution in- 
dustries. Vehicle sales have shrunk (and 
-costs risen) against a backdrop of ade- 
cline in consumers’ purchasing power 
anda rise inthe yen... 
‘Although they are sheltered. behind 
- a 600% . import-duty. wall :on CBUs, 
which makes it prohibitively expensive 
to bring in-foreign-assembled vehicles, 
he 13 local car assemblers — mostly 
hai-foreign joint ventures — are 
edged. in by a wide array of other 
duties, taxes and local-content require- 
(The CBU duty itself is purely 
rotective:’ however; many imported 
ill enter. duty-free as diplomatic 
5.) Completely knocked-down 
D) kits are also subject to import 
s of some 120-160%, Vehicles can 
also be taxed at various stages of pro- 
uction, and there is a business tax on 
the. finished item. 

The industry’s main problem is ex- 
cess capacity, a legacy of Thailand’s 
push more than 20 years ago to attract 
assembly lines through a package of in- 

tment incentives, The early period 
‘ound 1961-72) of domestic CKD as- 
sembly was- successful in creating jobs, 
transferring technology and saving 
: n'exchange. However, a 1983 re- 
port by the UN Industrial Development 
Organisation: (Unido) and. Thailand’s 
National Economic .and Social Deve- 
lopment, Board (NESDB) noted: the 
number of models assembled in Thai- 
d was the. largest in Southeast Asia 
some estimates, put the number in ex- 
ss of 100 by the early 1980s). = 
According to Yoshikazu Nambu, 
president. of Toyota. Motor Thailand 
20., Indonesia has only five assemblers 
for an annual market twice the size of 
«Capacity usage here is at frac- 
onal rates, partly. because some 40 
























































have made less than 10 units: of one 
‘model ane 1986. 

An equally troublesome factor is a 
long-running debate over local-content 
policies, which have shifted a number of 
times during the 1980s. All car as- 
semblers were to have meta 54% local- 
tent target by July (originally e; 




















divided on whe- . 





Frag entation hinders Thai vehicle export plans 


tended from January): there is now talk 
that this will have to be extended again. 

All but two assemblers have been 
unable to meet the targets. Some com- 
plain that local parts-makers are unable 
to meet demand: others. are rumoured 
to have resorted to innovative, if 
economically pointless, ways of trying 
to meet the local-content rules. One in- 
dustry analyst says there are cases in 
which assembled engines are knocked 
down again before being imported, so 
they can be “assembled” here. In this 
case, the engine is counted as 22-25% of 
a vehicle’s content. 

Local-content rules constitute a 
heavy “cost penalty,” as the Unido- 
NESDB study found. It estimated at the 
time that pushing local content from 
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30% up to 45% could involve accelerat- 
ing cumulative costs per car starting at 
several hundred baht or more for each 
percentage point, with the final one- 
point increase costing Baht 2,570 
(US$99.20) a car.. 

As Narongchai -Akrasanee, senior 
vice-president. of the Industrial Finance 
Corp. of Thailand (IFCT), notes, propo- 
nents of a motor-vehicle export indus- 
try tried unsuccessfully throughout the 
term of the Fifth Plan (1982-86):to have 
a development plan approved and per- 
manent rules set on local content. There 
was even talk at one point of a-“Thai” 


car, in the form of a Baht 4.5 billion pro- | 







posal by Yontrakit Co. (with the sup- 
port of France’s Peugeot Co.). This car 
was to be 80% or more Thai-sourced. 
The proposal was eventually rejected. - 

éavy taxation, low «production 
rates and efforts to meet local-content 





Source: Automotive industry Association of Thailand. 
“REVIEWTABLE by Ricky Hui 








export to countries such as 


310,000 

They also tend to offset Thailand’s natu- 
ral advantages: cheap labour, machin- 
ing capabilities and domestic sources of 
petrochemicals and rubber for parts. 

While it is hard to say exactly how 
much of a disadvantage Thai cars would 
be under in world markets, Yontrakit’s 
proposal in 1983-84 said that with size- 
able tax concessions it could sell cars for 
Baht 40-70,000 fess than other assem- 
blers. More recently, industry sources 
were quoted as saying that cif prices of 
Thai cars would be some US$400-500 
higher than those made in South Korea 
and about US$300 more than those 
made in Japan. Only one venture has 
come up with a concrete proposal for 
car exports: Sittiphol Motors , has 
teamed up with Mitsubishi in a plan to 
sell some 25,000 Chrysler-brand cars.a 
year to Canada. Sittiphol is seekin 
number. of concessions from vari 
government. departments, 

The shift.in the yen’s:value could 
probably have been turned:into.an a ` 
vantage for Thai assemblers: lo 
‘er labour costs might have made 
it competitive to assemble for ex- - 
‘port. Using existing capacity | 
more fully would mean greater 
economies-of-scale. Instead, lo- 
cal assemblers are simply paying 
more for CKD kits from Japan, 
while prices rise for buyers. 

More likely to succeed are the 
other parts of the industry’s ex- 
port plan: sales of parts and 
penas of pick-up trucks. “A car 
‘has thousands of parts: poy 

country] must be able to produce 
at least one,” says Narongchai. 
Thailand already makes a wide 
range of parts: fans, spark plugs, 
clutch components,» shock ab- 
sorbers, brake linings, fuel tank« 
batteries, seats, windshield 
radios and air conditioners, anu 
it: exports: about a third of 
them. Sales abroad were sor 
Baht 303 million in the first 11 mont 
of 1986 (about the same as full-yea: 
1985). 


Tie country does. not yet make any 
of the major vehicle parts, such as 
transmissions’ or engines. It hopes to 
enter’the world market for engines, but 
there are already fears of another over- 
capacity situation, A number of new 
joint ventures have already been given 
the go-ahead to develop plans to make 
mostly diesel engines. for .one-tonne 
pick-ups, which are very popular lo- 
cally. Some 60,000. are: sold annually, 
about evenly divided among Nissan, 
Toyota and Isuzu: 

According to Kavee Vasuvat, presi- 
dent of the Automotive Industry As- 
sociation, Thailand is second only to the 
US in pick-up truck assembly. “Weca 

























i ying local demand and regional 
xport markets, a single engine-assem- 
ly plant could be competitive. Accord- 

to industry estimates, it requires an- 
output of about 100,000 units of a 


ingle type of engine from one plant to’ 


reak even. Since buyers of pick-ups are 


__ | dess “individualistic” than those of pas- | 
| Senger cars, it has been suggested that: 


pick-up producers here use common 
sourcing for most of their components 
~ including engines — to cut produc- 
tion costs: 'And Thailand can move from 
building diesel tractor engines to those 
for pick-ups without great difficulty, 
says Board of Investments secretary- 
| general Chira Panupong. 
Even if a number of the groups which 
chave already been granted investment 
incentives for their tentative proposals 
decide against entering into production, 
itis ikely that there will be more than 
ngine assembler — cutting another 
into. uneconomic slices.. Local-con- 
tent targets are again a consideration. In 
addition, the applicants for incentives 
e Thai partners. Choosing just one 
duld mean shutting out other domestic 
crests. 


“The one viewed as most likely to suc- | 


ceed is a venture whose shareholders in- 
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-~ uree: Toyota Motor Thailand Co. 


ude Isuzu; Mitsubishi, Mazda and 
rord, as well as the IFCT, Siam'Com- 
mercial Bank, Sittiphol Motors and the 
Crown Property Bureau (a ‘royal 
agency). Engine production is to start 


late in 1988, working under local-con- | 


tent targets of 30% at first, rising tp 80% 
by the fifth year. Isuzu also hopes to be 
«involved in making CBU cars for ex- 
ports, though it has not yet set a specific 
start-up date. 
` Any company which gets to the stage 
of exporting CBUs will face afinal hur- 
dle: freight costs. Since there are so few 
vehicle imports, ships with the capacity 
to carry cars economically do not call at 
Thai ports. They would have to arrive 
“largely empty, pushing shipping charges 


up, and shippers would probably want ` 


to be guaranteed a certain volume. ‘So 
CBU: exports: would have be sold: on 
! | o 
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China’s pesticide industry falls apart amid market reforms 


By Don Tayior in Hongkong 
A virtual collapse in the Chinese mar- 
Sket for imported’ pesticides has 
forced many major foreign chemical 
companies to cut back: their commit= 
ments to China. It has also highlighted 
the serious problems and disruption 
some ségments of Chinese industry have 
faced due to Peking’s economic liberal- 
ism.of the past seven years. 
< A 60% decline in domestic pesticide 
production, matched by a rapid build- 
up in imports, forced Peking authorities 
to step in at the end of 1985 with import 
restrictions and protection for domestic 
producers. ‘ 
The market for imported pesticides 
in China is only now beginning to climb 


out of the trough into which it plunged; 


keeping open a window on one segment 
of modern. technol 


ers. es 
Import decisions were. also decen- 
tralised down to provincial’ and lower 
levels. Essentially, any unit with access 
to foreign exchange was able to import 
pesticides. 

The result was a rapid acceleration in 
pesticide imports from: 1981, with syne 
thetic pyrethroid varieties: thë most 
popular, In-general, the imports could 
be used in far smaller amounts than 
domestic products, the majority of 
which were obsolete products that had 
already been discarded by much of the 
world’s farmers. The pyrethroids 


proved much more effective; particu- 


larly on the high-value, extensively 
treated cotton crop. 
Farmers also tended to reduce their 








market, with most of the major Japan. 
ese, European and US giants bat 
for market shares. Sales of imported 
pesticides peaked in 1984 at about | 
US$200 million. 


from 230 in 1982 to an € 
less by the end of 1985.0. 
In 1985, the market turn 


iC 
1) 


the twin problems of sca 

change and the nanci 
ficulties facing domestic pesticid 
ducers. 

There was alsoa tendency to re 
foreign encroachment in the. Chi 
marketplace. Copying of the mo) 
pular foreign products was step 
with at least tacit approval by the ce 
authorities. 


ral 


he plan succeeded admirably fora. 

while, with the import market: 
had grown se fast collapsing even 
Total 1985 sales of foreign-made p 
ticides slid to around USS100 million 
while trade estimates. place [986 sale: 
close to US$40 million. Import volume 
at 39,231 tonnes in 1984, fell to 16,138 
tonnes in 1985, and only around 16,000 
tonnes last year. 

The import slowdown led to the be 
ginning of a power struggle betw 
MCI and the MoA. While MCI b 
vested interest in protecting local pe 
ticide producers, MoA, through 
plant protection extension service 
production input supply channels 
serves the needs of growers. 

The MoA had serious doubts whe- 
ther China's pesticide industry coul 
adequately support the agricultural 
productivity gains that represent an 
important part of the nation s moderni- 
sation fan. 












ult, the import restrictions 
ave been gradually cased, and are now 
‘more of a nuisance factor. Herbicides, 
‘not traditionally produced or used in 
China due to the surfeit of labour in 
farm areas, is increasingly in demand as 
former weed-pickers in certain areas are 
< drawn to rural industries (also stimu- 
lated. by. the recent liberal policies), 
aving farms short-handed. 
“Most of the foreign chemical com- 
anies which attended the Canton 
rade Fair late last year sold at least 
some product. A number of sales repre- 
‘sented token orders of 20-30 tonnes, but 
at least one company reportedly closed 
a 500-tonne insecticide deal. Sales are 
expected to pick up slightly in 1987. 
The renewed. acceptance of at least 





















jorts seems as Well to be a 
prowi 
foreign investors and some suppliers 
with Peking's policies. According to 
provincial crop-protection officials in 
southern China, the word came down 
from senior officials in Peking a few 
months ago to start buying some im- 
ported pesticides before the foreign 
companies became so discouraged that 
they packed up and went home. 

It may already be too late. The tech- 
nical support and staff time required to 
develop a pesticide market in China can 
represent a very expensive investment. 
With little immediate prospect for signi- 
ficant market growth, home office sup- 
port for such expenditure tends to 
wane. The majority of the chemical 
companies that have been active in 
China — firms like Dow, Monsanto, 


g disenchantment of. 





appear to be reducing their level of com- 
mitment. On the other hand, few if any 
companies are yet prepared to walk 
away from the Chinese market. 

Despite the many difficulties, how- 
ever, most foreign chemical companies 
seem prepared to ride out the situation 
because of the perceived market poten- 
tial. Pesticide sales should continue to 
rise, albeit gradually. Chinese response 
to complaints from foreign investors, in 
the form of improved investment condi- 
tions, holds some promise for eventual 
correction of some other adverse busi- 
ness conditions. And, from a longer- 
term viewpoint, there is little doubt that 
China, faced with the need to feed more 
than 1 billion people, will eventually be 
a growth market for agricultural chemi- 
cals, i oO 
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"he annual growth rate of gross 
domestic product in Bangladesh for 
scal. 1987 (ending 30 June) is unlikely 
match last year’s 5.9%, and appears 
kely to end up at about 4.5%. The 
er figure is the result of a 15% cut in 
annual development programme 
and a lacklustre performance in the in- 
dustrial sector. The GDP growth target 
for fiscal 1987 was 5.2%. 
Lower prices for raw jute and 
tegoods. in international markets, 



























nance. Minister Mohammad 
Syeduzzaman said the. raw jute price 
further declined, to US$40 a bale, in the 
ly-December 1986. period from the 
previous year’s already low price of 
$$69.a bale. Similarly; the jute-goods 
rice in the world market fell to US$615 
stonne from US$683. for the. same 
period last year. The domestic price of 
aw jute fell this year to Taka 140 
$4.60) a mound (82 Ibs) from Taka 
in fiscal 1986 though prices have 
isen slightly. since December. Export 
mings for tea are barely expected to 
ach US$925 million-against a target of 
Lbillion. 
Total imports during the fiscal year 
€ expected to fall to. about US$2. 4 bil- 
n against a targeted US$2.65 billion, 
largely due toan average 11% reduction 
n import. prices..and lower levels of 
ertiliser and petroleum ‘products im- 
rts. 
Despite an almost projected 10% 
loss this year in thesaman rice crop, 
2h-accounts for around 60%:of total 
ce production (aman rice production 
een estimated at 8 million tonnes. 



















Low prices hurt GDP growth 













ional product 


Sources: Bangladesh Bank and World Bank reports. 















| fances to fall further because of slowing 
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to poor weather conditions), food pro- 
duction is expected to reach 16.9 million 
tonnes against the target of 17.4 million 
tonnes, and actual production of 16.1 
million tonnes last year. However, this 
also will largely depend on wheat and 
boro rice production. 

The agricultural sector’s perform- 
ance during the second Five-Year Plan 
(1980-85) was reasonably good. The an- 
nual average production growth during 
the period was 3.9% compared to a 
population growth of 2.6%. Population 
growth, according to. official sources, 
has been further reduced to 2.4% a year, 
though the World Bank. and other in- 
stitutions tend to put the figure at 
around 2.5%. 

Income from remittances by Bangla- 
deshi workers abroad increased substan- 
tially during the first six months of fiscal 
1987 and may reach US$600 million com- 
pared to US$500 million last fiscal year. 
Income from workers’ remittances had 
fallen every year from its 1983 peak of 
US$615 million, so the expected increase 
is a welcome surprise to the Finance 
Ministry, which had expected remit- 







economic activity in the oil-rich coun- 








| 12%: mark. 


tries where most Bangladeshis worl | 


Hoechst and Shell — _ 














manent 


Increased overseas remittances con 
bined with a slowing down of 


domestic credit has increased 
liquidity in the banking sys- 
tem. One estimate puts the 


If around Taka 6 billion. How- 

wever, the ‘government is un- 
_ likely to borrow from the 
banking sector this year be- 
cause of policy conditionali- 
ties imposed by the IMF and 
the World Bank. A new deal 
with the IMF is likely to be 
finalised soon under its Struc- 
tural Adjustment Facility. In 
fiscal 1983 the government had sopped 
up excess commercial bank ‘liquidity by 
floating special treasury bonds. 

For the second consecutive year cf 
the third Five-Year Plan (1986-91), ir 
dustrial investment has failed to maten 
targets. This will mean a marked opera- 
tional shortfall in terms of investme: ° 
targets set under the plan. Howeve 
Syeduzzaman says that approval of iu- 


dustrial investment for fiscal 1987 has . 


increased by 33% compared to the year- 
earlier period: from July-December, 
development financing institution ap- 
provals totalled Taka 3.22 billion com- 
pared’to Taka 2.42 billion. 
Foreign-exchange reserves at pre- 
sent amount to US$400 million and are 
expected to increase by a- further 
US$200 million in the next two to three 
months because of inputs from donors 
of commodity aid and standby arrange- 
ments from the IMF, Total foreign-aid 
disbursement for fiscal 1987 is estimated 
at US$1.4. billion. compared to total 
commitment of US$1.517 billion. Last 
year, actual: aid disbursement was 
US$1.309 billion. Inflation this year is 
expected. to remain atvaround the: 11- 


figure for such idle money at 











sstin Hotels in Asia 


ng Kong, The Shangri-La + Manila, The Westin Philippine Plaza + 


an, The Westin Chosun Beach - Seoul, The Westin Chowin « 
gapore, The Westin Stamford - Singapore, The Westin Plaza + 
ya, The Akasaka Prince » Tokyo, The Tokyo Prince + 


reservations, call the Westin Hotel in your city or your travel con 








Now that I’ve just flown 
half way across Asia, why 
should I stay half way across 
town? 


Why indeed, when Westin is 
prec isely where I need to be? 
Always the right hotel in the 
most convenient location 


Like The Westin Chosun 
Right in the heart of Seoul 
Where the business is. And 
where I’m right on top of the 
action. 

The more I travel in Asia, 
the more I’m staying Westin 














THE PEOPLE AND PLACES OF WESTIN 


WESTIN 


HOTELS & RESORTS 
























trade and investment flows grow, the world’s 
nancial markets become more interdependent 
id Morgan Guaranty’s strategic positioning in 
e Asia-Pacific region helps clients make the 
ostofa wide variety of intermarket opportuni- 
es. Here’s how we serve corporations and gov- 
rnments in countries throughout the region. 


. 


Market-making. Morgan Guaranty is active in all 
jor capital markets—and a market-maker in for- 
gn currencies, bullion, Eurobonds, government 
ds, and swaps of all types. Our corporate 

ance specialists are concentrated in Japan, Hong 
cong, Australia, and Singapore to serve the entire 
\sia-Pacific. They work with Morg gan experts 
around the world to capitalize quic kly on market 
levelopments. 

_ Research commitment. Morgan Gu uarantys 
search team includes more than 120 professional 
nalysts worldwide. They work with our corporate 
nance officers to provide clients with capital 
tructure analyses, joint venture proposals, growth 
trategies, mergers and acquisitions, and alterna- 
ive financing techniques. 

Financial strength. Morgan Guaranty has over 
$70 billion in total assets and more than $6 billion 
in primary capital. This strength enhances our role 
as principal and can reduce client costs and risks 
in transactions we arrange. 

Innovation. Morgan Guaranty is known for 
ructuring innovative, lower-cost financings that 
eet investor and issuer needs alike. Our major 




















investors ih Ganaa th 








competitors have voted Morgan the most innova- 
tive firm in the international capital markets. 
Here are examples of how we're using s these 
strengths for clients in the Asia-Pacific region. 
Japan. Morgan Guaranty is a leading arranger 
and initiator of bond-based issues targeted to 


Japanese institutional investors, One recent 














cuers an 





example: a $100 million three-year, Treasury-linked 
bearer bond issue that Morgan Guaranty Ltd in 
Tokyo managed for Régie des Téléphones et des 
‘Télégraphes. 
‘Hong Kong. Morgan Guaranty’ corporate finance 
_experts in Hong Kong worked closely with the 
ingdom of Thailand to run the books on a highly. 


successful $350 million syndicated loan incorporat- 
ing structural and syndication features prevalent 
in the floating-rate note market. The result wass 
instrument with wide investor appeal and compet- 
itive terms for the issuer. 

Australia. During the past year, our corporate 
finance group in Australia played a lead role int 
ing major Australian borrowers to the floating-rate 
Euromarket. Morgan Guaranty Ltd was sole lead 
manager for a $500 million issue for Westpac, th 
first U.S. dollar perpetual FRN issued by an Aust 
lian bank. We followed this quickly with a $300 
million perpetual FRN for ANZ Bank, and co-lead- 
managed the Australian Governments first issue 
in the floating-rate market. 

Singapore. A U.S. multinational wanted to par- 
ticipate in the operations of its Singapore franchise, 
which was held directly by a local publicly listed 
company. Morgan Guaranty’ corporate finance 
specialists advised both companies on establishing 
a new joint-venture structure which met the spe 
cial requirements of each. 

Challenge Morgan. Ask us how we can put our 
corporate finance strength to work for you. 

Morgan Guaranty Trust Company of New York, 
with principal Asia-Pacific offices in Tokyo, Hong 
Kong, Melbourne/Sydney, and Singapore. 


Morgan Gt rant 





The road for a refugee is as I 
as you make it. 






for Refugees co-ordinates world-wide 


This road can be very short if we all help x 
i Ņ efforts to solve refugee problems, to give 


It may lead the refugee back to his home- 
land. It may mean the beginning of a new 
existence in a neighbouring country. Or it 
may take him thousands of miles away from 
his home 

The United Nations High Commissioner 


V human rights back to refugees: work, edu- 
cation, freedom from persecution, legal 
protection 

Since 1951, UNHCR has helped some 
25 million refugees to begin a new life 





UNHCR 


United Nations High Commissioner for Refugees 





1986-87 Biman’s year of a 
million passengers 


Biman Bangladesh 
Airlines plans to carry 


streamlined operations and 
contented customers carried 


a million passenger 
in 1986-'87. With it’s 
developed capability, 











over the years, Biman is ready | 
for the BIG LEAP into the world 
of BIG LEAGUE carriers. 


Join Biman in it's Year of the 
Million Passengers. 


Biman 
BANGLADESH AIRL INES 


four home in the air 
. 
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Bankers bearing their cruzados 


| © MARKETS are bored with develop- 

ing country debt problems and seldom 

take Latin America seriously. So it was 
of little surprise that markets took an 
extraordinarily blase attitude to Brazil’s 
announcement of a unilateral morator- 
jum on payments of interest on its long- 
term private bank debt. Instead, all ears 
were tuned to the “good news” of the 
Group of Sixes and Sevens’ so-called ac- 
cord on currency stability. Markets may 
live to regret being mesmerised by this 
triumph of public relations over real- 
cat . 
The Brazil crisis is really several 
es rolled into one: in no particular 
‘ar, the crisis of the financial system 


with default on an unprecedented 


scaie; the farm-price crisis brought on 


most of all by EEC subsidies, and the 


risis of will in a growing number of de- 
. loping. countries to continue to keep 
-eir belts tight enough to meet external 
obligations. an 
razil is especially alarming for two 


reasons: firstly, it is the biggest debtor in © 


the world — gross debt of some US$105 


-.| billion of which 70% is to private banks. 


| Secondly, Brazil’s default is more a poli- 
tical gesture than economic necessity. 
There is hardly a country in Latin 


less reason to default. So. 
e that others will now take 


the same route. The soft, “exceptional” 
treatment handed out by the bank- 
| ers, under US and IMF pressure, last 
| September is now coming home to 


if roost. ? 


-  Brazil’s economy is currently: in 
shambles as a result of the collapse of 
the Cruzado Plan, a politically inspired 

ttempt to curb inflation by artificial 

| yeans. While other stockmarkets have 
been reaching new highs, Sao Paulo has 
fallen 80% in the past six months, But 
isa recent and largely self-inflicted 


_tuation. Far from. finally reacting 


against years of IMF-mandated auster- 
ity, Brazil-has had three years of strong 
rowth — averaging more than 6%. It 
as been a major beneficiary to the tune 


Sof US$6 billion a year of the fallin oil . 


“prices, and has enjoyed a visible trade 

surplus averaging US$12 billion.a year 

' for the past three years, despite falling 
prices for many exports. 

Its current account has been roughly 

nh balance as debt has stabilised and 

-debt interest has fallen from more than 

40%- of export receipts in 1983 to under 








Asia/Pacific countries. Debt as a per- 


centage of exports is now down to 350% , 


compared with 310% “forthe Philip- 
pines, and 260% for Indonesia as well as 
for Australia. Brazil’s moratorium 
means that talks.on new terms for the 
Philippines’ bank debt will go on hold 


for a while and domestic pressure on the 


Aquino government to take a similarly 
recalcitrant. line will increase. Mean- 


while, it is hard to imagine that worse- 


off Latin American. nations will not fol- 
low Brazil. es 

The unpleasant. truth seems, to be 
that once countries cease to need or be 
able to borrow more, their inclination to 


meet casting obligatlons diminishes: It. 


is likely that the Brazilians are just adopt- 


ing a bargaining position and will pay up 


before the banks. have to make provi- 
sions which would “hollow out” their 


balance-sheets. But international bank- 
ing will never be quite the same again. 


And if the brinkmanship goes wrong, a 


major crisis may beat hand. 
` Market realities ‘have already. let 


light into one corner of bankers’ fan- 


tasy land — perpetual floating-rate 
notes. The collapse of the secondary 
market in perpetual floating-rate notes 
is no surprise to Shroff, but is a sure sign 
that reaction is setting in against exotic 
financial instruments. This is healthy, to 
a degree, but if the rot spreads to the 
swap market, we are all going to be in 
realtrouble. 
© IN some jurisdictions, an attorney- 
general who refused to prosecute a 
prima facie breach of the law when 
urged to do so by the official responsible 
for supervising the sector might be im- 
peached or himself investigated. But 
in Hongkong, 
_ where officials’ 
private interpre- 
tations of the 
“public interest” 
often assume 
greater import- 
ance than crimi- 
nal legislation, no 
‘such problems 
exist. So the 
. storm over fail- 
ure to use the 
Securities Ordi- 
nance to prose- 
cute Australian 
wheeler-dealer 
Alan Bond for making a false statement 





| about thenet asset value of Bond Corp. 


International shares will. soon die. out. 





back-door (via a reactivated “shell’ 
company) can get through on a nod an 
a wink, 

Perhaps even more than in th 
stockmarket, there is a double standar 
at work in the still embryonic fixed- 
terest sector of Hongkong’s capital mar 
ket. Financial innovation is discourages 
under the 
laughable in the context of abuses in th 
stockmarket —. when it is really 


‘signed to maintain the privileged 


tion of the big local banks. 
It was natural enou 
banks pouring into” 
1970s should rail ag: 
Perhaps it did not. 
then. It certainly matters it 
when securitisation of deb 
ously the way of the future 
Hongkong needs to keep 
global pace of financial i 
consistent’ set of gove 
which accord fair and e 


| to all is badly needed 


s 
the Hongkong stockmarket by ‘the 
backdoor should have to meet the same 
standards as those coming in by the |. 
front. 
The standards are lax enough any- 
way, compared to other markets, and 


the stock exchange has the power to 


waive even the minimal requirements... 
With a shell listing, even the need fora 
five-year track record is waived. So a. 
hollow shell can be stuffed full of th 
most dubious of assets (whose value. it 
seems, is as mucha i 


True, an-established company can also 
diversify into: all manner. of activinie 
and assets, but shareholders doat leat 
have some prior sanction on direc 
tors’. powers to spend money in such 
cases. 

The local Securities Commission. has 
a lot more power nowadays than itused 
to over listing requirements, but does 
not feel that it is that office's job to tell. | 
the stockmarket what to list and what 
not to list. That is up to the exchai 
own listings department. What the 
mission's executive office can i 















-By Philip Bowring in Hongkong 





in voluntary and involuntary retreat. 










phase in Jardines restructuring, which 





ed Jardine Matheson Holdings (JMH). 
_» The group is also taking advan- 
ge of buoyant stockmarkets to use 
occasion of the restructuring to 
-HK$1.8 billion (US$230,8 mil- 
) from the public, half of which, 
though raised by associates, will end 
up in the pocket of JMH, leaving it vir- 
ually debt free while the group’s gear- 
oft primarily in Hongkong Land. 
iming of the cash raising is seen as 
ill omen by those who recall the 
ip’s history of issuing shares at the 
f the. market. 

"hec mplexity of the manoeuvring 
nad analysts working overtime, but 
; are bones are as follows. The 
quoted intermediary company, the 













SH, formerly Jardine Securities) will 

uy 10.7% of Hongkong Land and 
5%. of the recently floated food re- 
ailer Dairy Farm from JMH for 
1K$2.45 billion, increasing JSH stakes 

to 26% and 35% respectively. 

_ JISH will pay for this with cash from a 

two+for-three rights issue at HK$9.50 






Pyramid building and selling 
Jardines takes advantage of a cash-rich Hongkong market 


ardine Matheson has long since 
y ceased to be in the empire-building 
business. Indeed, it-has for years been 


But the taipans are still tops when it 
comes to building pyramids. Chairman 
Simon, Keswick has unveiled the final 


will leave his family and corporate 
-friends in control of a still very substan- 
tial group via a relatively modest stake 
in’ the parent, Bermuda-incorporat- 


ptly named Jardine Strategic Holdings 
























THE GROUP STRUCTURE 















K . REVIEWDIAGRAM by Picky 
which will raise HK$2.58 billion — of 
which HK$700 million will be from the 

ublic, and the rest from JMH and 

ongkong Land (which currently owns 
31% of JSH). JSH will subsequently | 
exercise an option to acquire a further 
8.9% of Dairy Farm from JMH at the 
then market price, half in cash, half in 
shares. 

Hongkong Land will sell 20% of its 
Mandarin Oriental Hotels (MOH) sub- 
sidiary, currently 100% owned, to JSH. 
The remaining 80% of MOH will be of- 
fered to Hongkong Land shareholders 
on a rights basis in the same way that 
Dairy Farm was earlier floated. MOH 
shares will be offered at roughly half net 
worth and five times 1987 projected 
earnings and will raise HK$750 million 









































for Hongkong Land. 





he same process will be a plied 
to Hongkong Land's stake in JSH 
which will be offered to the public 
by way of a rights issue. Again, this 
will raise HK$750 million: Of the total 
HK$1.5 billion collected by Hongkong 
Land from the two demerger issues, 
HK$1.1 billion will be from the public 
and HK$386 million from JSH. It will 
leave JSH with an entitlement to 8% of 
its own shares, which it could either can- 
cel, place or use for acquisition. 

The official logic of all this is to 
break the group into its major con- 
stituent operating parts. In practice, 
it maximises JMH’s effective control 
for the minimum amount of money 
and ensures that the more distant 
the. relationship the higher the gear- 
ing. Thus, JMH itself (which at one 
time was nearly bankrupted by a debt 
burden taken on. to secure’ control 
of Hongkong Land) will now, after 
collecting HK$1.6 billion, be v 
tually debt free. and thus able... 
look to expand wherever it likes 
— most likely into service industries 
















ti outside Hongkong, 


Hongkong Land, on the other hand 
though it will collect a net HK$800 mil- 
lion cash from the exercise, loses the 
cash-generating hotel and retailing busi- 
nesses and will still be 30% geared even. 
after revaluing properties. 
he arrangement secures the home 
“core”. of Jardines against predators. 
And though the “strategic” stakes in 
Hongkong Land, MOH and Dairy Farm 
are not completely secure they are 
enough to ward off all but the most de-. 
termined bidders. The 26% stake in 
Hongkong Land (and the similar JSH 
stake in JMH) are enough to prevent 
changes in the articles of association of 
Hongkong Land and Jardines, which 
currently help maintain the Keswick 
prip by requiring that both companies 
ave the same chairman, a 








COMPANY RESULTS 
















H31 Dec. | A$182.84m 


(US$121.5m) 






Net profit excludes extraordinary gain of A$2.32m. v 
previous loss of A$2,18m: Brewing division’ was main f 
contributor to earrings, 














Net profit excludes extraordinary. profit of ‘A$7.17m vs 
previous profit of A$5.48m. Sharp rises in 
earnings were behind the profit jump. 
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US and British | | 

















NZ$145m 


Y 3tMar. 
: {US$79.7m) 










Net profit forecast to rise a further 21% to NZ$175m for 
current year, Bank holds about 20% of the assets of New 
Zealand's financial sector. 





















H31 Dec: |. HK$170.66m 


(US$21.9m)}. 













HK$338.74m 
(US$43.4m) 











US$12.2m 








Company proposed a bonus issue of two warrants for every. 
five ordinary shares. Sharp improvement in profits due 
largely to property sales in a healthy Hongkong property 
market. 









Good performance attributed to increased profitability at its 
‘Hongkong investment banking. arm, and its California- 
based Hibernia Bank and United S 





vings Bank FSB. _ 








Profit from an ill wind 


The world AIDS scare is benefiting Japanese condom makers 


‘By Bruce Roscoe in Tokyo _ 3 
A 270% rise in the share price of con- 
dom-maker Okamoto Industries in 


just two weeks may have exaggerated | 


< Japanese hysteria. over the AIDS 
spidemic. But Japanese investors have, 
perhaps unwittingly, identified the ex- 
port. potential of an industry which has 
“until now been largely ignored. 
The AIDS ‘death of a Kobe prosti- 
tute in January sent the shares of Japan- 
ese pharmaceutical: and condom com- 
panies soaring: (SHROFF, 19 Feb.). 
Sagami Rubber Industries rose. nearly 


Ye over its 1986 low of ¥600 | 


$3.90). The pathological orienta- 
u Of the market also accommodated a 
rise of 17% in Toray Industries shares in 
me day, after reports circulated that the 
; ntsynthetic-fibre maker may have'an 
DS treatment in the pipeline. Toray 

has denied the reports. 
Japanese. rubber-products manufac- 


“sumption of 3.2 billion in 1986 — com- 
pared with 288 million in the US. 
» Okamoto Industries, a diversified 
“ubber-products manufacturer ‘and 
| Japan’s biggest producer of condoms, 
-| has not met production targets for the 
home condom market — sales for the 





year ended 31 March 1986 were ¥7.04 
billion compared with an order-book 
value of ¥7.05 billion: Okamoto, is ex- 
porting about 20% of production. 
Ironically, Okamoto’s deviant share- 


price gyrations are interrupting its plans © 


to make more condoms. The company 
has had to postpone a:convertible bond 
(CB) issue,.scheduled for February to 
raise ¥ 16 billion for a three-year expan- 
sion programme, because of the diffi- 
culty of fixing a fair price for conversion 
of the bond into shares. Under Finance 


‘Ministry: guidance, Okamoto’s. shares 


should not rise or fall by more than 20% 
while the CB terms:are being fixed. 


Okamoto, whose tyre business has. 


been undercut by South Korean com- 
pan taking, full advantage of the 

igh yen, was planning to invest ¥4 bil- 
lion in a new condom factory in Ibaraki 
Prefecture, just north of Tokyo. That 
would lift the share of condoms in 
Okamoto’s total sales; considerably 
above the current level of 10.1%. 


he company denies that it is gearing 

up export capacity to capitalise on 
the new demand for condoms as a. safe- 
guard against AIDS, and insists that its 
overseas ventures, are part of popula- 
tion-control programmes, Okamoto has 
been assisting China in, the production 
of condoms, and recently supplied two 
condom production lines to India, 

Sagami Rubber, “whose condom 
sales accounted for 41.8% of the com- 
pany’s total sales ‘of ¥4.1 billion in the 





year to 30 Septembe n is 

cent about its export plans. oi 
pany produces condoms through sub- 
sidiaries or affiliates in Malaysia, In 
donesia, France and the US, ands 
demand is outstripping supply. Sagami 
executives noticed a sharp mse in de- 
mand in Sweden since May 1986, anc in 
Europe since September. 

“Orders are getting bigger and Dipo 
ger. We are so busy. We have a shori 
age,” admits Sagami Rubbers senior 
vice-president Ichiro Oato. “So many 
US states are asking us to set up 


Sagami has just comple: 
billion condom factory in I 
which ¥2.3 billion was. supplied fro 
Japan’s overseas aid budget, Owne 
the Indonesian state corporation Kim 
Farma, the factory was to export some 
of its annual production of 129.6 milhon 
condoms, but local-demand now supe 
gests none will be available. 

While Japan’s major condom mi 
ers prepare to boost capacity to meote 

rt demand, the stockmarket is aseri 
ing a broader reference to the AIDS. 
theme, which now includes even medi- _ 
cal equipment-makers such as Olympus 


| Optical Co. And, pedi 


graphic filmmaker 
katsu appear. to. D 
AIDS market-wave as pharr 

Okamoto and Sagami do not-expe 
home sales to grow much more, despite | 
the publicity given their products. If 
anything, sales may fall asa result ofthe. 
reported sharp decline in business at 
Japan’s thousands of “soapland” mas- 
sage parlours since the Kobe death. | 
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allies cover the region 


BUYERS swamped markets in Asia in the period to 23 Feb., with Singapore and 
Hongkong the star performers. Bucking the uptrend were the Philippines and India 


n declining turnover. 


HONGKONG: Investors continued to be strongly 
bullish ahead of the government's budget presen- 
ation on 25 Feb. for the 1987-88 fiscal year. Much 
of the gains. were made on. the last day of the 
- period, with the: Hang Seng Index putting on 50 
points to close ‘at 2,879.01. Cheung Kong’s re- 
Structuring, with ‘the suspension of subsidiary 
‘een Island, helped sentiment. Strong economic 
idamentals and. anticipation of improved re- 
ts also bolstered buying sentiment. Turnover 
jas an average daily 318.72 million shares, worth 
HK$1.44 billion (US$184.6 million). 


TOKYO: The market- hovered uneasily at the 
0.000-level, with AIDS-related issues and the de- 
ion. of. several electronics manufacturers to 
gin marketing digital audio tape-recorders pre- 
ting the. only: short-term gains. Banks and 

er financials. dived: following the decision of 
Brazil to stop. paying interest on loans to foreign 
commercial. banks. Domestic-demand ‘issues, 


uch as construction and railways, were lifted by 
èr cut in the official discount rate to 2.5%. 
Nikkei Average closed the period on 23 Feb. 
,940.5, and daily trading volume averaged 


i 


JA: Markets rocketed to new heights 
on renewed takeover speculation surrounding 
Broken Hill Proprietary Co. and John Fairfax, as 
well as:a. surging gold price. Howevér, no bids were 

unched for: either group. The All-Ordinaries 
ex finished 32:4 points higher at: 1,606.3. Six 
mths’ profit results to 31 Dec. continued to be 
sing, particularly among miners, helping the 
etais and Minerals Index to rise 21.2 points over 
he period to 779. Private Blood Bank, which of- 
TS private storage of blood to guard against 
DS continues to be one of the market's success 
stories. The counter jumped to A$13.50 
_(US$8.90) ashare during the period from A$1.10 
two months ago. : 


NEW ZEALAND: With investors refusing to treat 
ny news as good news, the downtrend which has 
redominated since ‘November was interrupted 
nly temporarily by another weak rally during the 

iod. As with, previous rallies this year, it 
roved short-lived, with sellers quick to take ad- 
tage of the higher prices. Even the long- 
waited Bank of New Zealand float failed to bring 
ick last year’s enthusiastic stags. 

BANGKOK: The market recorded an impressive 
ho R during the period, with prices rising 

across the board. Despite some early selling, bar- 

n hunting towards theend of the period man- 
ged to push up prices further. The Book Club 
ndex put on 4.89 points to close the period at the 
period’s peak of 187.43. Metal- Box led gainers. 

Volume totalled 5.34 million shares, worth Bah 

79 million (US$31-1 million). 


KUALA LUMPUR: The market began the period 
of heavy profit-taking, particularly in 
i Multi-Purpose 








>| period to close at 616.52, fi 


of the arrest of former directors of Malaysian Re- 
sources. Genting and New Straits Times were 
much in demand but MISC stole the limelight with 
its debut on the exchange after the weekend, clos- `.. 
ing at more than twice its issue price. Fraser's In- 
dustrial Index closed 87.26 pins up at 3,866.99: 
and volume was again sharply up at an average of 
32.5 million shares traded daily, with a value of” 
M$59.7 million (US$23.5 million). aoe 


SINGAPORE: In a spectacular ban-up; the market 
finished the period just short of the all-time record 
for the Straits Times Industrial Index achieved in 
February 1984. Brokers reported that foreign in- 
terest was strong and the additional excitement 
caused by the board changes in the Multi-Purpose 
group gave both volume and prices a considerable 
fillip. Fraser’s Industrial Index finished the period 
a whopping 401.8 points up.at 6,345.23 while the _ 
average volume of shares traded daily was 59.35 
aia valued at $$129.34 million (US$60.6 mil- 
ion). 


BOMBAY: The market firmed on reports that an 
investment allowance scheme may be re-intro- 
duced along with other fiscal reliefs, which were. 


expected to be announced together with the | | MK 


budget on 28 Feb. However, mid-week sentiment 
was adversely affected after the Finance Ministry 
rejected a suet to raise steel P Market 
leader Tisco slumped from Rs 1,210 (US$93.10) 
to Rs 1,135 due to heavy unloading, but picked up 
to close at Rs 1,150. 


TAIPEI: Pushed by the continuing flow of idle 
capital into the market, the weighted price index 
ended the. period at an all-time high of 1,235.29, 
up 19.56 points from the previous close. The best 
performing categories were cement and paper 
shares, which rose 3.2% and 3% respectively on 
the period. Trading activity continued at high 
levels, with daily transactions averaging NT$4.62 
billion (US$132 million). > 


SEOUL: After a week of consolidation, the mar- 
ket resumed its upward trend, buoyed by the news 
that a restructuring of financial markets was under 
serious consideration. The composite index 
climbed 5.4 points to finish at 323.9, with the daily © 
average volume dropping 11.48 million to 35,97 
million shares, worth Won 39.54 billion (US$46.2 
million). The insurance and wood sectors were the 
best performers, rising 11.9% and 8.3% respec- 
tively, but cars fell 4%. 


MANILA: Prices recovered somewhat from early 
weaknesses, but turnover continued to decline. 
On 23 Feb. combined volume and value traded on 
the Manila and Makati exchanges were the lowest 
so far this year. Average daily turnover amounted 
to P50.24 million (US$2.5 million); down 42.6% 
from the previous period, on volume of 580.46 
million shares, down 22.3%. The Manila mining 
index lost 74.69 points to close at.3,422.1 while 
the oil marker sipped by 0,07 to 2:856. The com- 
mercial-industrial indicator recovered late in the 
a gain c ints. 



































= 


SSSeeSes 








+25 
+23 











30 
a3 
28 
19 
3.0 os 
24 
a2 
43 
17 
a7 
47 
0.8 
09 











SERS RRE 


PRERERSEL: 





2.0 
14 























Y Hongkong HK87.781, Singapore 982.107 
SHM. 182, £1 MKSTZ.00 


Souri: Tha Hongkong and Sharigtiai Banking Corp. for banknote seBing rates when avaltable 
a a a r manah aaralan irano ty ooreis Router tor 














1785.20--175.40 


272.5027278 


ABA.25--48A.75 





442.50- A ABTS, 





T8601 55,78 






20$ 208 


tonne: MR akg G UBSanor 44) USER 1) Méatonne i0} LS¢ 2 60% bushel 
{h Me aks 


aS0ib bushel M USS a tonne 
ROR 





161 20-152 


34.G0-338.00. 


929.605.2480 


(Middle Rates) 


interbank interbank 


1 month 








Long term CR BK Jap 10-2/4:1/,due/90 
Hippon Credit Bank 10-378 8/-luly/95 
Serra tett Fiat 41/2 GAlune/a2 
Ehaigpoettinians 11-176 20/02 
Ontario Hydro 10-174 10/May/90 


~ astral, 11-174 1900/00 
Australia: 


VAD aunes 
Morii Co. no 12-374 MOCO 


“BM World Teade Corp. 10-178 14/Now/95 


General lace 11 18/Fob/ 1901 
Peonity 1-7/6 6/Jan/92 
Merril Lynch OVS 0-5/8 28/Apr/90 
BEC TENA TE a100 
pooper Oe 

WE 31,26 15/May/ t 

WBB.” 1/Oct1098 

WB6.251 Deca 

W875 1/dune/1990 

WO 7,25 1/Fob/1903 

187.5 IFA 

ADB 7.75 TARON 

























wy ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES | 


Hongkong 























i 





Ped) 


Yor 





EEEE EETA LEETE 






W448 
8-98 
108-142 


441-78 
105-38 
110-18 
108-578 


“408-174 


109-778 
108 
1-1/2 














On behalf ofthe State Government of New South Wales, < 
; Raine & Horne Commercial, otter 


FOR SALE By TENDER 


Frontages to Pacific 
Highway, Miller & Blue 
igw 


“3.571 Plot Ratio, 
ce Gross Building area 
37800m? approx. 
`. # Directly opposite Rail 
ao 8 Bus Station. 
‘TENDERS CLOSE: 
12. PM Monday 11th May 1987 





PROFIT OPPORTUNITY | 


My principals have developed a bitech low-cost 
which effectively reduces the running costs of 
oning and refrigeration plants. by 20% to 40%. 
This product has been extensively field- tested in 
two countries, and proved totally successful and reliable. 
In one test market it has received a National 
Government Award for its contribution to effective 
Energy Management. 
In a relatively short time over 1000 installations have’ 
~ been made with national and international companies. 
_It has no direct competition, and offers unlimited 
|. potential for very high rewards. 
| _ My principals are seeking expressions of interest for 
. Marketing and/or manufacturing rights for any of all of 
Singapore, Malaysia, Indonesia, Thailand, Philippines, 
. and other territories. 
. For further information please write, with a brief 
¡personal or company profile, to: 


Advanced Energy Technology 
c/- Bruce M, Wurmser, Attorney at Law, 
115 Heatherwood Drive, St. Louis, Missouri 63132 
d Sta es of Amercia. 


1,465 acres ¢ 


total, of level 
i slopes and gen 
p . 


offers magnificent 
Wa superb rural atmosphere 


only one mile from the beach, 
panel is ees well 
: he 


This: mique property has th 
niial to bea theme park of 


a Disneyland scale, or perhaps 


a fabulous International Tourist” 
Resort with its own Gol E 
Course and 


Already; an arivirorieental “BIG ideal 


1 465 ACRES OF 


“IN THE "HEARTLAND 
OF AUSTRALIA’S 
GOLD COAST. 
[Renders close pmm, FRIDAY. 


Richard Ellis, 2 Elkhorn Avenue. 
Surfers Paradise. 























ntry where everyone eats with 
s, this city on the rainy, 
economically under-active side of the 








knownas a mass producer of knives and 
forks. In 1985, Tsubame’s 150 tableware 
factories turned out 720 million stainless 


every family inthe US. 

In the past few months, the grey 
Ouds that are a permanent part of the 
Tsubame landscape appear more 
ploomy than ever before, In 1986, cut- 
ery production dropped by 30%, and 
despite concessionary loans and tax 
breaks, four of the city’s. major firms 
went bankrupt. 

Ever since the decision in September 
985 by the finance chiefs.of the big five 
industrialised democracies to lower the 
value of the US dollar, Tsubame has be- 
come a symbol of a fate awaiting a signi- 

portion of Japanese industry. The 
‘is a textbook example of the dan- 
of an economy. over-dependent on 
‘ports. : ieee 
“At ¥200 to. the dollar we stood a 
lance of breaking even,” said Hitoshi 
yama, whose father’s Nakayama 
has supplied dinner sets to 
and Bloomingdale’s in New 
s well as to British Home Stores. 
ecent interview Nakayama admit- 
company was running at a loss. 


ow ¥ 150. This has: meant that 
"s factories would have had to 
tomers. to pay 61% more in dol- 
order to have the same income in 


panese maiti island of Honshu is 


l utensils, enough to sët the tables of 

































'subame’s 150 major cutlery makers. 


The Takahashis have an operation 
that is typical of the cottage-industry 
conditions which survive in ascountry 
known the world over as a leader of 
mass-production technology. 

Six days a week a truck from a fac- 
tory delivers 10 crates each containing 
1,200 flat, tadpole shaped pieces of 
stainless steel. Atsushi and his wife 
Kazuko slide each bit of metal into a slot 
in their two 70-tonne presses, watch the 
full force of the machine make an egg- 
shaped indentation in the larger part of 
the metal, pull it out, and put the next 
piece of metal in the slot. 

Both husband and wife do this 6,000 
times. They then repeat the process 
another 6,000 times to stamp the hand- 
les. For this the Takahashis get ¥1.5, or 
just under 1 US cent per spoon. 

Atsushi said he considered investing 
US$12,000 to automate one of the 
presses but gave up the idea. “There 
just would not be enough work to justify 
automation,” he said. “I know a 


number of people who upgraded their 





yen as 18 months ago. But because of |i 














petition’ from South Korea, 
has not been an option 
to the Japanese... i 
-#Everyone knows Tsubame has to 
p making cutlery, but nobody knows 
what to make next,” he said. 
_ Not surprisingly, as of early last year 
uth Korean manufacturers controlled 
lore than halfof the US stainless steel 
tableware market: Four years ago 
Tsubame. was still the main exporter to 
the US. 





itis notamusual that this 







y: In.a labour force of 16,000, one 

ut of five work in shops with three em- 

ployees or less. Another 40% are in fac- 

ries with fewer than 10 employees and 

only 10 companies have more than 100 
orkers. ee ine 










third of a US cent to its subcontra 


or. grinding the rough edges of tea- 


spoons. Rates for piece-work are often 
lated in 1/100 ofa 








|. behind. a developing. 












early 1970s, about half of the 3,000 com- 


equipment and now cannot get enough 
work to make their investment pay.” 

By Tsubame standards, the 
Takahashis are well off. They earn the 
equivalent of US$105 a day, but the 
work is dangerous. Noticing -that 
Kazuko is nervious in front of a visitor, 
Atsushi warns her to be careful while 
she operates her press. In Tsubame it is 
common to meet people in the cutlery 
business with missing fingers, 


Aoh Atsushi says he is happy 
with his job —- happier than when 
he worked at a factory — he is adamant 
that his son should work for the govern- 
ment. “He can be a policeman but he’s 
got to have a government job,” he said. 
“In recent months, Atsushi says, the 


number of crates from the teaspaon fac- 


tory has declined. 
Not everyone in Tsubame, however, 
is on the verge of bankruptcy. In the 





i ple of a compan 
Ats executives did 15 years ago what the 
US is asking Japan to do today: they 
| stopped exporting and started catering 
|. to the domestic market. 































panies in the cutlery business diversified 
into other stainless steel houseware 
items such as pots and pans. Firms which 
today sell. their housewares domesti- 
cally have been untouched by the de- 
cline in the value of the US dollar. 

Like most Japanese export com- 
panies, the factories in Tsubame could. 
thank the Americans for the prosperity 
that followed World War IH. Before the 
war, the factories here turned out mostly 
nails, but as early as the 1920s, some had 
begun to experiment with hand-forged, 
Western-style tableware. The US mili- 
tary placed huge ordersfor the tableware | 
and, after the troops went ho. 
Tsubame began exporting tothe US... 

By 1957, Tsubame was shipping 100. 
million pieces a year to the US, so much 
so that the US Government" rais 
tariffs on imported steel cutlery. To 5 
around the higher tariffs; Tsubame’s 









| craftsmen developed cutlery with plas- 


tic handles. k ; 

Among Tsubame’s companies, the 
Kobayashi Corp. may be the bestexam- 
| ‘that planned ahead. 


Today almost all of Kobayashi’s in- 
come is in yen, and most of its business’ > 
is at the upper end of the market. Anen- 


‘tire wall of the company showroom is 


decorated with design awards, 
Kobayashi has experimented with Ja- 
panese-style lacquer handles for West- 
ern utensils, and its product line includes 
a 30-piece setting in gold and silver for4._ 
US$35 billion market inJapan... 0 

But the success stories seem to be the | 
exception, not the rule. tind 

“The knife-and-fork industry ist: 
weak to go into hi-tech fields li. 
ceramics and electronics,” said Kur 
Nakano, secretary-general of a group. 
set up last year to attract new industry to 
Tsubame. “The problem is not only a 
lack of funds. The technology of table- 
ware making is not easily transferable to 
other fields.” 

Although outsiders are not seen as 
the source of Tsubame’s troubles,. de- 
spite the sudden decision to let go of the 

ollar, the American threat to take the 
Japanese Government to the Gatt for 
providing subsidies to: tableware pro- 
ducers has puzzled Takeshi Ohashi, di- 

rector of the local industry association. 
Ohashi said in an interview: “It’s all 
right for Americans to complain that 
Japan has a huge trade surplus, but I can 
tell you that you won’t find any of the 
money here in Tsubame.” o 0 | 
' : Y Andrew Horvat - 























‘A free night in KLM’ 
Surprising Amsterdam?” 


oi “Ss-itsthe 
Stay-on-the-Way offer.” 


i 
7 
ty 


a 


| am eels SU 


Flying KLM’s Royal or Business Class Plus free bus transfers between the airport and 
on an intercontinental trip via Amsterdam? Then the city centre. Fly KLM via Amsterdam Airport: 
discover something special: Stay-on-the-Way. Schiphol. And Stay-on-the-Way. 

From the Holland Promotion Foundation. We'll give you an Amsterdam good ti 
Just look what you can enjoy: a free hotel room- on the way. Ask your travel agent or 
either for one night or one day inan Amsterdam KLM for full details. 
top hotel 


A 40 guilders meal voucher (app.US $16). The Reliable Air line 


Royal Dutch Airlines | 
a n 










the Mandarin Smégapore 
for $8205.00 nett’! 


Mandarin Executive Package 






charge at The Library and Kasbah 

e No charge for second person 

sharing the room e Late check-out 

can be arranged © Special rates for an 

extended stay (third night onwards: 

5$95.00 nett”) 

*Rates include service 
and tax. Valid till 34 





$ Deluxe room in the Main Building 
* Complimentary fruit baskei 

© Chinese tea service in room upon 
check-in ¢ Welcome 
drink ¢ Free use of 
Mandarin Recreation 
and Health Club 





















facilities 5 December 1987. 
facilities {except for 

massage and squash/ Plus 2 incredible 
tennis courts) options! 

* Complimentary 50% discount of these 
coffee/tea making rates: 





facilities in room 
* Free shuttle service 
from hotel to Shenton Way 
everyday at 8.40am * No cover 


x Half-day city sight- 
iS! seeing tour $16.00 

* Self-drive airconditioned car 

5$85.00 (1300 ce, unlimited mileage) 
















For reservations, contact: 











Ín the tradition of emperors. 


Tix: RS 21528 MANOTEL., Fax: 732 2361. 


You Could Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT which is published monthly by the Far 
- Eastern Economic Review has long been recognized by leading business executives 
throughout the world as the most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range Of Information 

Covering subjects which range from foreign investment to fashion, electronics, telecom- 

| munication, engineering, contract negotia- 
_ tions and to literally dozens of others the 

_ CHINA TRADE REPORT is essential read- 

Ing for anyone doing, or wishing to do, busi- 

ness. with China. 


| 

| 

‘You Could Gather It Yourself | 

You probably could get the same informa- | 
_ tion-on your own but in order to locate what 

| 1S contained in each and every 16 foolscap | 
“page issue of CHINA TRADE REPORT 

“you'd have to read hundreds of publica- | 
tions, not to mention have your own net- 

work of people reporting from all the impor- | 

tant zones in China. | 

| 

| 

| 

| 

| 




















Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 
















American Express © 
MasterCard [J 


Diners Club ©) 
Visa © 
(Please print in block letters) 


Why not subscribe now and discover for 
yourself how the CHINA TRADE REPORT 

















z an help eliminate the mystery and much of Card No: 
» the risk in doing business with China. Exp. Date: 
Signature: a 
Name: 
Address: 








; cet 

Annual subscription rates: HK$2,310 USSA f 
Sent airmail anywhere in the world. 05> p 

— _ PO0SCTRaM 
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WWE Kojo Tanaka BOL, 


_. The 
Giant Panda | 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China’s "Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo, 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve tf 
and other problems has resulted ina unique and 
historic partnership between WWE and the’ 
People’s Republic of China. 

WWE has agreed to contribute 
$1,000,000 towards a total of about Us 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
Tt is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money — your money. 
Please send contributions to the WWE 
Natwnal Organisation im your country or direct to: 
WWF International, 1196 Gland, 
Switzerland. 


WWF WORLD WILDLIFE FUND 


WEWE acknowledges the donation of this Space ty 
BRE fe a de Few Eastern Bomani Revi BASEN. 
Lider semment brid 
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The Minolta Autofocus SLR that’s 
always ready for action. 


Great action photographs don't wait for you. You must respond to them at the 
height of action, often unexpeetedly. The Minolta 7000 lets you do just that wit! 
astonishing ease. With its incredibly fast, precise autofocus system 
Automatic Multi-Program Selection that makes all exposure decisions for K iii 
you. And the world’s largest selection of autofocus lenses, 18 in all e 
from 16mm to 600mm. The Minolta 7000 Hi-Tech Autofocus SLR 

It opens new doors of creative flexibility 

And lets you capture all the action coming The HiTech Autofocus SLR 


re 7000 


7000 MINSLTA 
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equipment made his sun compass the 
main directional reference. As ever, 


pi 
A 
$ When Tom Sheppard isn’t actu- 
: ally exploring deserts, he's looking for 

reasons to return to them. “I just love 
E being there,” he says. “Its like being 
$ the first man on earth.” 
i Since 1967 he's found seven good 
2 reasons for desert exploration. Each 
: became a major expedition. And each 
i presented its peculiar dangers. 

Tom, however, dislikes the“dare- 

. devil” label with its overtones of _ 
3 recklessness. 
| “Thedesen In the desert Tom Sheppard 
i is untor- e 
| a Can be sure of two thin 
5 he agrees. “But you get 3 
S rah it by planning and and his Rol 
? being careful, not by being heroic.” 
i Even so, his latest venture evol- 
ke ved almost on its own. “Interest 


taken in my '79 expedition and con- 
tacts within the 
Royal Geographical 
Society drew me to 
a reconnaissance of 
the Ahnet massif. 

I decided to go and 





3 have a look around.” 
: “Having a look 

3 around” meantan 
nom HEADING CHECK Off-tracks jour- 

k ney of nearly 500 miles in mini- 

| mally mapped desert. : 

E But dust-laden winds ff 

gave poor visibility, often 

¢ making it impossible to 


identify his position from 
landmarks shown on satel- 


< 


ss, 


Tom had taken his Rolex Oyster- 
quartz. “It has 
worked unfailingly 
in the past. Used 
with the sun com- 
pass, dead reckon- 
ing is the ultimate 
navigation fall- 


back.” Its impreg- 






TIOUEIINE ROCKSCAPE 
ON ROUTE FROM AHNET 


Wy nable Oyster case proved equally 


"Sy, reliable in one of the worst 


|! sand storms Tom has ever ex- 
perienced. 









“I find it easy to identify 

_ with the engineering superla- 

_ tives of Rolex,” he says. Tom is 
“I not the kind of man to overlook 
© the smallest detail in his plan- 


5 , ning. And, in the deser“»- 

A lite pictures of the area. W watch is far from bein s+ 
k Faulty navigational OLEX smallest detail. p 
of Geneva JSG 
5 THE ROLEX OYSTERQUARTZ DATEJUST CHRONOMETER m A STEEL WITH WHITE GOLD BEZEL. ALSO IN STEEL AND YELLOW Gc ILD. 
Bx a 


@ 
gs: the sun’ 
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iy 5 PHILIPPINES: 
PADNES NEONO Debtor Power 
PAKISTAN: 
Nuclear Storm 
HONGKONG/INDIA: 


Budget-Priced Budgets 


PROPERTY 87 
AGONY AND ECSTASY 
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Australia A$3.00 — Bangladesh Taka 35 — Brunei B$4 — Burma Kyats 5.50 — Canada C$3.50 — China US$2 — France Fir 18 — Holland G 8 Hongkong HK$17 — india Rs 24 — indonesia Rips 250 
Japan ¥660 — Korea Won 1500 — Laos US$2 — Maiaysia MSS — Nepal Ris 22 — New Zealand NZ$3.50 — Pakistan Rs 22 — PNG Kina 2— Philippines P25 — Saudi Arabia SR 11 
Singapore S$4 — Spain P 300 — Sri Lanka Re 35 — Sweden SKr 25 — Taiwan NT$80 — Thailand Baht 50 — U.K ©£2—US A USS? 75 


IT ALWAYS COSTS A LITTLE MORE 
TO CULTIVATE A CERTAIN STYLE. 








18k. gold quartz men’s and ladte’s bamboo bracelet watch 


The Bamboo is a watch of a class of its own. Un- 
like any other, yet instantly recognisable as an 
Audemars Piguet. 


Resulting from the challenge to unite supreme 
elegance with today’s taste for practicality, the 
Bamboo is extra-thin, yet fully water-resistant, 
elegant, yet easy to wear. A watch of distinction. 


The exclusive hand-crafted case is perfectly inte- 
grated with the fine gold stems of the delicate 
bracelet, assembled and adjusted with infinite care 
by the master-watchmakers at Audemars Piguet. 
It is gently pearl-sheened and polished three times 
over. First burnished with diamond paste, then 
fine-polished with elderberry lustre and finally 
with a soft chamois leather. No effort is spared in 
the creation of this masterpiece of harmony and 
grace. 


Like the exotic orchid, the Bamboo derives its 
essence from perfect balance of flair and dedica- 
tion. Day and night-time temperatures, nourishing 
barks and acidity of rainwater, are precisely mea- 
sured to yield a treasured prize: the brilliant blos 
soming of the rarest of flowers. 


j Ser BANGKOK: Import 
JAKARTA: P Te KUALA LUMPUR: 
341 J SINGAPORE: : jivaroyal (Pte) Ltd., Tel. 


TOKYO: De: japa 


Water-resis 


tant, slim silhouette 


The craftsmen at Audemars Piguet can easily iden- 
tify with that moment of exquisite pleasure when 
the ideals and painstaking labour of months be- 
come reality before their eyes. 


And, like 


»a certain style, that moment has no price. 





Ponthieva Maculata 


Audemars Piguet 


La plus prestigieuse des signatures. 


el. z 3€ RONG:KONG:: HK) Ltd., Tel. 3-69 
i te a 1 3 SEOUL: ysan Trading 


793 6: TAIPEI: nars Piquet Showroom, Tel. 701 6.39 
|. SYDNEY: D: Australia) Ply, Tel. 264-7822 
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Greek origins 


Philip Bowring’s introduction to What 
is Asia? [COVER STORY, 12 Feb.] re- 

ats the conventional wisdom that 

ristianity “was the religion which 
Graeco/Roman civilisation adopted in 
its declining years, but there was 
nothing very European about Christ- 
ianity which originated from the Semitic 
world...” 

In point of fact, the Christianity 
which Europe adopted, and which we 
still have today, is based more on Greek 
religious concepts than Jewish ones (or 
Zoroastrian or Buddhist). 

The Jewish Palestinian apocalyptic 
Christianity espoused by Peter, which 
did contain such Semitic and Zoroast- 
rian concepts, died out in AD 70 when 
the Romans destroyed Jerusalem. 

Christianity, in a different form, 
however, spread like wildfire in the 
Greek world between AD 50 and AD 
150 because Paul single-handedly de- 
veloped a theology based on Greek con- 
cepts which was attractive to the Hel- 
lenistic Jews living in the widespread 
Greek-speaking world of the time (and 
finally to the Greeks and Romans them- 
selves). 

In Paul’s theology the Jewish Son 
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of Man became the Greek Son of God, 
the Messiah became the Christ, the 
apocalyptic hero ushering in the King- 
dom of God became the suffering and 
redeeming Saviour. 

The Jewish world did not have any 
concept of 1) the Son of God coming 
down to earth and returning, where- 
as gods coming and going from Mt 
pee oy were quite common in Greek 
thought, or 2) a personal Saviour — 
whereas there were many other Saviour 
cults in the Greek world at this time. 

The Jewish Proclamer of the King- 
dom of God, therefore, became the 
Proclamed Greek Divine Being who 
would save the world. 

This is the Christianity which has 
come down to us and was re-emphasised 
by Luther several centuries ago. It is 
basically a Greek salvation religion 
which is in tune with other Greek cul- 
tural concepts, not Semitic ones, and 
was therefore accepted in the remainder 
of Europe as part of a total Greek cul- 
tural package. 

The Greeks, therefore, not only de- 
fined the word Asia and gave us our 
philosophical, artistic and political con- 
cepts, but they also gave us Westerners 
our religious world view. 

The division of Graeco-Roman 
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The Dynasty Singapore. A soaring pagoda where you can enjoy traditional 


Chinese hospitality and the latest Western hotel comforts. 


An hotel so distinctive millions of tourists take its photograph every year. 


@ riista 


- DYNASTY £ 7335251 
RESERVATIONS SYSTEM-JAKARTA (679952) 


Shouldn’t you be in the picture? 


320 ORCHARD ROAD, SINGAPORE 0923. 


| FAREASTEIN ECONOMIC REVIEW o MANNS ooo fiii 


9900. TLX: D 


| TEL: 734 : DYNTEL RS 36839. CABLE D 
FOR RESERVATIONS: UTELL INTERNATIONAL (WORLDWIDE). PRESTIGIOUS HOTELS 
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Exclusivity 


Sought after by many, acquired by only the few. 
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yhole article was, however, | te 
fascinating and provoca- 


“pore : 


What is Asia? [COVER STORY, 12 Feb.] 
is beautifully created by your corres- 


pondents and writers. But it is not a | 1 


complete picture. Where is Burma? | p 


Why is there no Burma? 
The earliest civilisation in Asia was 


rooted in Burma. It is even believed that. 


pairment to 


the Stone Age started in Burma at about. s 


20,000 BC. The earliest 
‘started there in about 15, 
cording to the Carbon-14 dating 


lantations 


method. The first human settlements in | 


- Burma. dated back over 5,000 years. 
- The civilised: Burmese had conquered 
| many parts of Asia in those days. 

In the modern age, many Burmese 


their lives during the war 


reater East Asia Co-prosper- 

sé. Burma was the first Asian 

Nation to gain freedom from Western 

colonial rule and played a leading role in 

Asia politics. 

“i. Although it is now completely ruined 

-inall aspects by a mad military dictator, 

believe it deserves a space in your 
s storys o ; 

Florida ~ UThaung 


n Nair issue 


consider at prov identie) that Nigel 


ay, in his reference to my resig- 
dent of Singapore in his 
Jan.], should have, quite un- 

sparked useful correspon- 

n the subject from me and trom 

me Minister Lee Kuan Yew’s press 
secretary. This should, as far as I 
‚| am concerned, bring to a close’ what 
| has-been for me and my family an 
| unhappy episode, and an unedifying 
for others concerned, including my- 


< Two of the most disturbing concerns 

\| of mine have now been allayed. The 
| first of these was what I owed to the 
good names of members of my family, 
living as well as the dead. That debt 

-| is now redeemed. I am glad that Lee has 
| unreservedly withdrawn the offending 


“po statement he made in his letter to me of 


| 22 April 1985, about my parents, 
~ brothers, uncles and sisters. . 
I truly meant it when I said in my ear- 
| lier letter that I do not believe in libel 
|. Suits. We have too often seen in the past 
_ that recourse to a law court in such mat- 
ers may right a wrong here. only. to 
ause another one to sprout there, or 
:| seal a crack here only to see the wound 
| open wider somewhere else. If life has 
| taught me anything at all, it is that total 
ruth is never merely or solely legal, 
iedical, psychiatric, genetic, scientific 
or political. It escapes confinement in 
blessed category whatever. And an 
ly unblemished. human being 


BC, ač- 


‘| tion in future. 


Singapore. i ¥ 
I am also ‘satisfied by the statement 
that Lee accepts it as my position that 
the diagnosis of alcoholism no longer 
holds water, and will act on this assump- 
My friends and well-wishers will be 
as relieved as I am, that the concerns 
and anxieties Lee expressed for me in 
his letter (22 April 1985), which I am 
glad James Fu quoted in full, have 
proved unfounded. In particular, the 
struggle with the demon.of addiction 
which predicted, has not taken 
place. And my lonely hours, which are. 
more. numerous’ these days, are not 
spent in a fierce battle against the crav- 
ing for alcohol. The stuff does not in- 
eres n the contrary, I have come 
‘these hours for more serenely 


Fu’s: letter, 
question, 
sition. . ; 
“Ineedonlystate the following. If it is 
considered that I do not merit a pension 
from public funds; so be it. I did not ask 
for one anyway. Nor have I sought a 
gratuity from the NTUC. There. are 
non-material rewards, more deepl 
satisfying than any monetary recogni- 
tion can be. Among other things, the 
general acknowledgment that in nearly 


t germane to my own po- 


three decades of publiclife, I was able to- 


make a not insignificant contribution to 
my. nation, and: particularly to the 
workers of Singapore, will help to sus- 
ani me in the remaining days of my 
ife. 
Material bareness of life is not neces- 
sarily associated with low morale, any 
more than a total of five years of politi- 
cal detention in Changi Prison and on St 
John’s Island, in colonial times, was as- 
sociated with any impoverishment of 
my faith and self-respect. I also know 
now that I ble not fall prey either to self- 


ity or to 
a one 


{in additi 


| in Sarawak. 


they 








Having read the exchange of letters be 
tween C. V. Devan Nair and the rep 
from the ‘prime minister’s press secret- 
ary I would like to make two observ. 
tions. First, Nair is morally bound toe 


| plain the reasons why he believed hi 


was the object ofa “demolition job” and 
why his relations with a comrade of 30 
years deteriorated thus. Lee Kuan Yew 
o apologising rather t 
g a damaging staten 
"s family members, shou 


| come clean as to what really happen 


Singapore 


In response to REVIEW’s 1, 8 and 


nd Mengzi to justify whate 
did and wrote. The orthodox 
socialist scholars and rulers of « 
porary China in fact are not mu 


new sages to quote 

students and the pe n the sa l 
novel Wu Jingzi ( Scholar), can 
think more objectively for themselves 
without having to quote “authorities.” 
Hamburg ‘An Observer’ 


enst 
Act and the attendant 


: m with a tightly gagged 
press i ngapore is that rumours, 
often grossly exaggerated, abound in 
place of truth, A case in point is the 
death of the cabinet minister Teh Cheang 
Wan which has set the republic abuzz 


_with talks of the most unsavoury kind, 


{ disagree with the statement that | 
“nepotism is scarcely even whis nl 
in connection with the spectacular 

of Prime Minister Lee Kuan Yew s 


not stand for the People’s Ax 
the party in power, but for | 
Party, anak being son in Mala 


| Singapore 












































and 1.8265 Swiss franc per dollar offered or 


At the Chicago Mercantile Exchange, you don't 
four one-hundredths of a centime. 


have to be a.big bank to take advantage of the 
‘best bid. Or the best ‘ 
offer, In fact, every 
bank that trades foreign: 
-currency futures and 
options at the CME 
gets the same kind of 
trading opportunities. 
No matter what size 
they are.. 


E BID. ALL THE BIDS. 
ast count, nine of the nation’s top ten 
ks were using our currency markets. to. 
limit foreign exchange risk and enhance their 
trading opportunities. Here's why a lot of 
other banks are, too. 


TODAY'S OPTION FOR 
BANKS. 
Today more thanever, bank 
foreign exchange departments 
use the CME’s currency. 
options to offset risk. These 
options are highly flexible and 
liquid, allowing banks to hedge 
even the most complex risk 


specialists, options are particularly helpful 
when a currency inove appears imminent but 
the timing is difficult to. gauge. 


MORE BANK FOR THE BUCK. © 
The CME’s markets are 
flexible enough to 
accommodate just 
about any trading 
needs. Last year, 
banks and other 
institutions traded 
the equivalent of 
about $330 billion 
in Deutsche mark 
futures alone. So our markets can easily han- 
dle the largest transactions. But just as a bank 
can trade 125,000,000 DM, it also can trade 
as little as 125,000 DM. In fact, the big banks, 
that use our markets—and the big trading ; - 
„volume that results=make it that much more 
efficient for banks of any 
size to get in and out of 
the market whenever 
they want. 







As the largest and most influential exchange 
for foreign currency trading, the CME brings 
together the bids and offers of competing 
banks and other institutions into one central- 
marketplace. Not one bid or offer at a 
time. The best of hundreds of bids and offers. 
< All at once, and all exchanged by open outcry. 


hat m ns anyi institution that uses our mar- 


Efficient means econom- 
ical, as well. The CME’s 
margin payments are only a 
small percentage of the total 

value of the contract traded. 
And initial margin payments can be met with. 





instance, .5475 dollars per ‘Swi fane bid. 
and 5476 dollars ia Swiss fered, In 


_ Treasury obligations ort letters-of-crediteas = 


positions. And, according to foreign exchange _ 


The CME boosts'the efficiency of a bank's trad- 
ing dollar in other ways. For instance, faires 
are considered an off-balance sheet transac: 
tion. And a bank can net-out its trades at the 
CME, You buy a contract, you sell a contract. 
But you don’ttie up your credit lines. 


Finally, the CME's 
clearinghouse sub- 
stitutes itself as the 
opposite party in all 
futures and options 


our participating institutions combined. Where 
else can you get that kind a security? o 


WHERE YOU SHOULD BE. 

The CME is the place for banks of any size. 
With futures and options contracts on five ma~ 
jor world currencies, institutions can enhance 
ihe trading opportunities and limit risk with > 

a virtually limitless range of strategies. In up 
markets or down. Even in flat markets- by 
ing a wide range of options writing strategies. 






To learn more about how the CME can give 
any bank the same kind of currency-trading . 
power as the biggest banks in the nation, call 
your futures broker. Or call the CME at 
312-930-1000. i 
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CHICAGO 
MERCANTILE 
EXCHANGE’ 
FUTURES AND OPTIONS WORLDWIDE 


international Monetary Market 
K Index and Option Market 
30 South Wacker Drive, Chicago. I 


linois 60606 
ITZAK 1000 
87 Wall Steet’ New York 10005. 212/363-7000 
27T Be Street London EC2N 2AN 
Orgeo-4 























markets of the four major financial centres 


property 
of the Asia-Pacific 


| ~~ Tokyo, Hongkong, Singa- 


| pore and Sydney — — are increasingly being viewed in the 
| Pama way as thak stookmarkota, as Bisons to invest. This 


trend is being 


| by areduction in exchange con- 


-trols and cross-border -restraints to property invest- 


ment, with the result that Japanese and Singaporean 
vestors, for instance, are looking at the potential in Austra- | 
hile Australians take an increasing interest in Hong- 


| lia, whi 


in- 


Singapore. This, and other trends in the property 

ets of a dozen major and minor capitals of the region 
are examined in detail by Review correspondents in the Property '87 FOCUS. 
Pages 39-72. Comt flutiration by Michael Ll, 


inese leader Deng koaia s d: 
ares to visiting US Secretary of State 


George Shultz that China’s troubles 


‘Surrounding ‘bourgeois liberalisa- 


| tion’ are over. Shultz, for his part, 


proffers some advice to Deng on how 
< Chin ı should modemise. 


i P out the extent of US influence in the. 


- country’s internal affairs and concern 
~ over US pressure to curb a trade im- 
; Balance in South Korea s favour. 


ee 25-26 Toas 

k Australia and New Zealand signal ti the 

end of traditional forward defence 

thinking with new policies which con- 

-centrate resources on the South 

_ Pacific region. 

Pages 26-28 

| Agitation for a Gurkhaland state has 
Darjeeling into India’s second 
st ethnic trouble spot, after 

Punjab, as activists wage a some- 


times violent campaign to press their | he 
nds, i : 





| Page 81 


A boom in new orders has increased 
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's share of the world ship- ‘Philippines 


fittings and the continued rise of the 


won is > starting to cause some con- 


à a 


| Thai Airways sets an ambitious ex- 
‘|-pansion programme seeking a mul- 


titude of new routes which will require 
the virtual doubling of its fleet by the 
mid-1990s. 


Page 94 
Malaysian. efforts to exportits national 


car, the Proton Saga, cause con- 
troversy when differing export prices 
lead to accusations of government 


subsidisation. 


102 


Page 
The Philippines looks. set to take a | 
tough line with its commercial-bank 


creditors following recent deals 


wrought by other sovereign borrow- 
ers. 


“Page 106 © 


Hongkong entrepreneur Li Ka-shing 


restructures part of his group to pi l 


against predators. 


Page 107. 

The market capitalisation of Japan's 
newly privatised NTT alone surpasses 
that of the entire West German 
stockmarket, . raising the question of 
Okyo market can gobe- 
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Human-rights lawyer 
Diokno dies at 65 

Philippine human-rights. law- 
yer and former senator Jose 
Diokno, 65, died of cancer in 
Manila on 27 February. Impri- 
soned by former president Fer- 
dinand Marcos during the 
1970s,. he joined President 
Corazon Aquino’s government 
last year as. chairman of the 
Presidential Committee on 
‘Human Rights and also led her 
“government's panel in talks 
luring 1986 with the com- 
munist-dominated National 
Democratic Front. Diokno’s 4 
March funeral procession be- 
came a rally for those support- 
ing. his brand of nationalist 
opinion — especially his oppo- 


sition to the US military pre- 


























Aquino offers 

guerillas 

On 28 February President 
Aquino offered “full and com- 
plete amnesty” to New Peo- 
ple’s Army guerillas who sur- 
render within a period of six 
months. The decree caps a 
P3.8 billion (US$185.4 mil- 
lion) national reconciliation 
and development programme 
and comes on top of a recently 
announced, cash-for-arms pro- 
gramme. 



















¿announced government plans 






«Hon raised from sales of failed 
‘businesses taken over by the 
overnment to land ‘reform 
(REVIEW, 5 Mar.). 

~~ James Clad 
Tamils’ pas 


racket 
-under 
Two former immigration offic- 


‘ers — a Malaysian and a Sin- 
poren =- were detained in 














disċovery of a passport racket 
involving forged or altered Ma- 
laysian passports sold. to Sri 
‘Lankan Tamils seeking entry 
into third countries. One of 
them.was later released. 
Investigations into a possi- 
‘ble syndicate began following a 
report in the London Daily 
Mail on 19 February quoting 
‘Puchong -opposition < M 
V. David as saying that Malay- 
sia served as a transit point for 
Sri Lankan Tamils entering 
Britain. David later denied the 
>report and said he was mis- 
; quoted: 
















sence in Luzon. — James Clad | 


And on-3 March, Aquino . 


‘to devote an estimated P3 bil- 


uala Lumpur following the’ 


ish immigration officials | | 


had ordered the deportation of 
64 Sri Lankan Tamils five days 
earlier — 50 of whom held re- 
turn tickets to Kuala Lumpur, 
pe in Malaysia, on the 

angladeshi carrier Biman. 
Initial investigations by British 
and Malaysian authorities 
found no Malaysian passports 
on them. ~ Suhaini Aznam 


Taiwanese uprising 
celebrated for first time 
More than 10,000 people in 
Taipei and several thousands in 
| Kaohsiung gathered on 28 Feb- 
ruary to commemorate the 
40th anniversary of a Taiwan- 
ese uprising against mainland 
rule. Organised by the opposi- 
tion, Democratic Progress 
Party, the activities marked the 
first time that public obser- 
vances of the “2-28 incident” 
‘anniversary had been permit- 
ted by the government. 
Although the history of the 
1947 uprising remains a matter 
of dispute, upwards of 10,000 
people are thought to have 
been killed by Kuomintang 
troops brought from the main- 
land to suppress the rebellion. 
The Taiwan Government 
maintains the disturbances 
were more limited in scale and 
were caused by communist in- 
stigators. — Cari Goldstein 


Jeyaretnam, Wong 
charged for address 
The secretary-general of sing: - 
pore’s Workers Party (WP), 
J.B. Jeyaretnam, and its chair- 
man, Wong Hong Toy, were 
charged in a district court 
under the Public Entertain- 
ment Act on 27 February. Both 
denied providing public enter- 
tainment without a licence by 
addressing a gathering of peo- 
leon the. footpath outside a 
uilding in the city centre on 10 
January 1987. The WP opened 


its new office in the building on 
| that day. ~~ Nigel Holloway 


i CORRECTIONS 


separate ways (REVIEW, 
SMar.), Metered to the amalga- 
mation of various Sikh political 
factions into a United Akali 
Dal under the presidency of 
leading militant Simranjit 
Singh Mann, “recently released 
after three years in jail.” This 
should have read: who has been 
held in jail for the past three 

years. 
TheBangkok Fund had 67.57% 
of its funds invested in Thai 
stocks as of 18 February, rather. 
than “about half” as stated in 
ngkok beckons despite the 

es (REVIEW; 26 Feb.). 


























Japanese unemployment: 
hits record high 
Japan’s unemployment level 
hit 3% of the labour force:in 


January, the highest since | 
Japan began. compiling un- 


employment figures in 1953, 
the government announced. 
The total number of un- 
employed stood at 1.82 mil- 
lion, up 170,000 from. De- 
cember when 2.9% of the 


labour force was out of work. 


The government said it expect- 
ed a continuation of “severe 
labour market conditions” for 
the foreseeable future. Em- 
ployment inthe manufacturing 
sector has been falling as a re- 
sult of rationalisation by indus- 
tries such as steel and ‘ship- 
building, whose exports have 
been hit by yen révaluation. 














countants:: Hanafiah, Raslan 
and Mohamed ceased manag- 
ing. the company on. 26 Feb- 
ruary. The suspension of trad- 
ing in the company’s shares on 
the Kuala Lumpur Stock Ex- 
change was ended on 3 March, 
with the price closing at 47 
M cents, 4M cents higher than 
the pre-suspension price, on 
speculative buying. 


ick Seaward 


Burma requests UN | 
status 

Burma requested a downgrad- 
ing to “poorest nation” status 
“from the UN to qualify it for 


¿more aid and, potentially, to 


allow for a rescheduling of 
foreign loans. The country’s 
trade deficit grew to US$2"~ 






-million in fiscal 1985-86 fre 






US$196 million the previcus- 


PAIGAL SRICHARATCHANYA 








— Charles Smith | 






Perwira Bank control 
in Bank Negara’s hands 
The Malaysian central bank, 
Bank Negara (BN), has reveal- 
ed that it is the beneficial 
owner of a 49% share of Pt 
wira Habib Bank Mala: 


which it a after two 
| former major. shareholders of: 


Perwira failed to subscribe to 
M$200 million (US$79.5 mil- 
tion) of a M$300 million share 










issue underwritten by Aseam- | 


bankers Malaysia: earlier this 
year (Review, 5 Mar.). The 
share issue was needed to res 
capitalise Perwira after fraud 
and mismanagement wiped out 
its shareholders’ funds. 
Although BN has, in the 
past, provided money to. en- 
able merchant banks to under- 
write banking rights issues, this 
is the first time that it has taken 
a direct stake in a bank itself: 
BN made the statement simul- 
taneously with a denial made to 
the Kuala Lumpur Stock Ex- 
change by Malayan Banking 


(Maybank) that it did not own. 


the controlling share in Per- 
wira, acquired by a nomihee 
company of Aseambankers, 


Maybank’s merchant, bank | 
subsidiary. . —Nick Seaward 
Receivership lifted 
for Paper Products 


Paper Products (Malaya) has 
had its receivership order lifted 
following the payment of M34 
million (US$1.6 million) in 


cash to Kwong Yik Bank as |: 
partial. settlement of. debts: 
totalling some M$6.5. million, . 


The two receivers from ac 




































year, according to foreign esti- 
mates, due to falling prices and 
volume. in its. major export 
commodity, rice. “With a 
foreign debt burden of about 
US$3.4 billion, reserves as of 
November were only US$3: 
million, compared to: US$6 
million at the end of 1984. 
- A Correspondent 
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Penal action against 50 indus- 
trialists. described as “wilful 
defaulters” in repayment of in- 
dustrial loans is being: con- 
templated by Bangladesh’s in- 
dustrial loan agency, Bang- 
ladesh Shilpa Bank (BSB), 
under the Special Powers Act. 


| Four defaulters ‘have already 


been arrested and detained for 
90 days. The World Bank, 
ADB, and the West German 
soft loan agency KFW stopped 
channelling funds through BSB 
and the other main govern- 
tment financing © institution, 
Bangladesh Shilpa Rin San- 
gatha, because of their failure 
to recover industrial loans. 
~~ S. Kamaluddin 
























ust turn the page. 
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Swiss Bank Corporation and export financing. 


f you're not interested in foreigr 


L Société de Banque Suisse 








And while var turning, somebody . 
out there is making plans to grab the — 
customers your company needs: 

Maybe it's already happening. A lot 

of companies make the news by learning 
about the international marketplace 

the hard way. 

Are we trying to tell you there's an easy 
way? Not really. Except that the easiest 
way is probably to work the harcest. 

But if you are taking foreign sales 
seriously, the transaction skills we've 
developed over the years could make 
life easier for you. 

Remember, these are the markets 

we grew up in. And our business keeps 
growing. 


Swiss Bank Corpo ; 
Schweizerischer Bankverein 


The key Swiss bank 


_Paradéplatz 6. Over 200 offices throughout Switzerland. Workers 


| network (branches, subsidiaries and representatives): Europe: Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester Monte Carlo. Pars. 


__ North America: Atlanta, Calgary, Chicago, Dallas, Houston, Los Angeles, M 





lew York, San Francisco, ono yancower no sera Petia 
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Home for ideally Located in Taipei's business 
department stores, trading firms and computer ervice ‘center 


Business Travellers easily accessible. Convenient for doing business, shopping, etc. 


in Taipei Unsurpassed Service in traditional Chinese way to pamper 
our guests as brothers. An attentive, friendly staff that makes 
business travellers feel very much at home. 




















Reasonable Tariffs for a distinguished hotel with the coveted 
“Five Plum Blossoms Award” which stands for ultimate in facility 
and service. 


Tidy & Quiet Rooms to assure our guests a pleasant, — 


comfortable stay. Not even a hair is left on the carpet. 
Sound-proof window in every room. 


Comprehensive Amenities 
including 304 rooms and suites, 

6 gourmet restaurants, elegant banquet 
‘and convention rooms, 

limousine service to and from airports, 
laundromats, beauty salon, 

barber shop, etc. 


T TEEKS 5977 . - 28930 BROHOTEL 


è BROTHER | (OTEL FAX/(02)7173934. TEL/(02)712-3456 





JOL OF PESOS 
group of investment banks and the 
` Washington-based International _ 
-Finance Corp., an arm of the World 
_ Bank, are working out the details of a- 
_ “debt-conversion fund” to pool 
_ Philippine foreign bank debt for 
swapping into direct investment in 
~ Philippine enterprises. A prime 
mover behind the scheme, which 
epresents a new approach to dealing 
vith the debt problems of Third 
World countries, is US investment. - 
bank Shearson Lehman. Unlike other 
ebt-equity swap schemes, 
_. participating banks will receive full 


: ing its net wider 

~ for foreign tourism, previously 

~ largely restricted to countries ` 

ofthe communist world, : 

Following approaches made through 
inese intermediaries, selected 

travel agencies in Australia, France ™ 

and Italy have beeninvitedto — 
anise package.tours, with the first. 
up due to arrive from Australia , 


ortly. The North Koreans have not- 


nsisted on political museums and the 

ke being included in the itinerary. 
Philippine President Corazon 
_Aquino’s advisers are in almost “total 
disarray” over the correct strategy to 
-follow in the autonomy negotiations 














with the Moro National Liberation 
Front (MNLF). Emmanuel Pelaez, 
Manila’s respected ambassador in 
Washington, has been brought home 
t tt-control over the fractious 
government panel. The talks, set to 
resume on 10 March in Zamboanga 
City, now centre on a 26-point MNLF 
proposal for a “Bangsa Moro - 
Autonomous Region” that would pull 
in 23 mostly non-Muslim provinces in 
the southern Philippines. Pelaez’s 
thinking, however, is said to veer closer 
to the type of communal arrangement. 
operating in 1950s Lebanon — __ 
overlapping administrations for both 
Muslim and Christian communities. 
M’BOW OUT, YAQUB IN? 
, i . Pakistani 
"| Minister of State 
Zain Noorani is 
tipped to succeed 
| Sahibzada Yaqub 
„Khan as foreign 
“| minister after 
| Yaqub 
» | announces his _ 
{| candidacy for 
. election as 
Unesco’s 


director-general. Noorani, a member 


of the national assembly, would be 
the first politician to. head the foreign 
office since Zulfikar Ali Bhutto... 
resigned as foreign minister in 1966. 
The seven-year tenure of Yaqub, a 
retired general and former 
ambassador, is the longestof any 
Pakistan foreign minister: The 








election to succeed the controversial 
current director-general, Amadou 
Mahtar M'Bow, is due later this 
year, 


ANTONOVS FOR ASIA 


The world’s largest production 
aircraft, the Soviet Antonov An124, 
is expected to make its Asian debut 
next year at Singapore’s Asian 
Aerospace "88 exhibition from 27-31 
January. The An124, previously 
shown in Europe and North America, 
can lift about 160 tons —— about 40% 
more than its direct equivalent, the 


| US military heavy-lifter, the 


Lockheed C5B Galaxy. The Antis: 
not expected to fly during the 
Singapore show which for the first 
time. will have a aerial display. Itis 
understood Changi Airport will be 
closed to commercial flights for 

the one-hour flying displays 


. scheduled on three of the show's five 


days. 


THAI TARGETING 

The Thai army is buying one of the 
most advanced weapons-survey 
systems to help its artillery achieve 
pin-point accuracy. The army has 
placed an initial order for three of the ` 
position and azimuth determining 
systems, made by a US company, 

at a cost of about US$ t million. 

The new system is so compact 

that it can be carried by one soldier at 
the back of a Jeep, giving Thai 
artillery a quicker, more effective 
survey capability. 











JĪTHE WEEK 


| AFGHANISTAN 


UN-sponsored talks on the withdrawal of 





| Soviet troops from. Afghanistan opened, in- 


| Geneva (25 Feb.). 


“Soviet Foreign Minister Eduard 
i aaa arrived’on an official visit (3 


* 
-o Crown. Prince Vajiralongkorn of: Thai- 
~ land met Deng Xiaoping in Peking (26-Feb.). 
US Secretary of State George Shultz arrived 
- onan official visit (2 Mar.). 

-o Fifteen people were killed in Punjab ina 
ries of clashes and killings by suspected 
rextremists (1 Mar.). 


ht leading members of parliament quit 


the Muslim-backed United Development 


Party and urged followers not to vote for the. . 


in the coming general election- (26 





JAPAN 


PAKISTAN | , 
‘Afghan jets bombed two busy Pakistani 
bazaars in a border area killing more than 35 


_ people.and wounding 200, officials said (26 | 


Feb.). Afghan jets bombed the area for the 
second: day; killing about 31 people and 
wounding about 50 at two refugee camps (28° 
Feb.). India and Pakistan signed an agree- 
ment for a further reduction in troops along 
their border, a government spokesman anm- 
nounced (2 Mar’. ` 


gnationi 
‘ary Ramon Mitra (3 Mar. ). 





human-rights campaigners, former senator 

Jose Diokno, died of cancer at theage of 65 

(27 Feb.): President on Aguing ao- 

cepted the resignation of Agriculture Secret 
a 


broke. out in Seoul with 
ice n rmiy to break up an at 
tempted ernment protest (25 Feb. ). 
For the second consecutive year, graduates | 
at Seoul National University boycotted a |) 
graduation ceremony (20 Feb) 

Korea freed more than 1,000 prisoners, in- 
cluding dissidents ; but banned an oppos 
demonstration calling for democracy 

end to torture (28 Feb.). Thousands 

police fired tear gas to block an oppo: 


police: mo 


‘Minister Eduard 
man official view (2 





J. South | 






















































By David Bonavia in Hongkong 


U S Secretary of State George Shultz 
may have felt a pang of envy when 

he was told by Chinese elder statesman 
: Deng Xiaoping that China’s recent 
troubles were now “over.” With the 
Iran-Contra scandal still raging in 
Washington those of the Reagan admin- 
istration are far from over. 

Shultz arrived for talks in Peking 
after a stopover in Hongkong, whose 
achievements he lauded to the skies. 
And he recommended intellectual free- 
dom as the key to success for any coun- 
try. If either of these comments irritated 
his Chinese hosts, the timing of his visit 
may have been equally inappropriate 
for them. 

The recent campaign against 
“bourgeois liberalisation” is a problem 
not really comparable with the con- 
troversy in Washington about arms 
sales. And Shultz could hardly fail to 
look ridiculous when he asked the 
Chinese not to sell any more arm to 
Iran which Peking still blandly denies 


dong 

onetheless, the Chinese know that 
Shultz is still widely regarded as one of 
the “good guys” in Washington, who 
has distanced himself from the arms 
scandal. And it was a good occasion for 
Deng to come out and in his usual confi- 
dent way announce that the recent 
political slanging match is over. It can 
hardly be wound up so easily and indeed 
Deng said: “Maybe [our troubles] will 
sexist for a long time in the minds of the 
people.” But he has shown he is still 
very much in the saddle. 








Deng says anti-bourgeois campaign is over 


Return to moderation 


The campaign against bourgeois 
liberalisation has made mainly atmo- 
spheric changes in the Chinese political 
scene. Its most important result has 
been to show the weakness of Deng’s 
plans for shaping the leadership which 
will succeed him, a problem that has 
long been recognised. The demotion of 
Hu Yaobang from the position of party 
general secretary in January is a clear 
confession of Deng’s error in choosing 
him to lead the party in the first place. 

By mid-February, with no more poli- 
tical upheavals at the top level sparked 
off by student demonstrations, and the 
placing of the blame for them on some 
iberal-minded academics, the cam- 
paign seems to have become increas- 
ingly verbal and full of contradictions. 
Nearly every statement condemning the 
students is now balanced by praise for 
their overall idealism. As for liberty, the 
students have been told on the one hand 
that they do not need it, and on the 
other that they already have plenty of it. 

Bourgeois liberalism, so the argu- 
ment runs, is a fraud, and its permissive- 
ness is accompanied by suicide, al- 
coholism, homosexuality, and so on. 
The bold demonstrations of past gener- 
ations of Chinese students were carried 
out in a quite different political climate. 
Now there is no room for them, since 
they block traffic and attract “bad ele- 
ments,” and if they are to be held at all it 
will only be after massive form-filling at 
the Public Security Bureau and issue of 
an official permit — which in practice 
will probably never be granted. 








After the denunciation of three uni- 
versity professors, the official media has 
turned its attention to a number of con- 
troversial writers, including the literary 
journalist. Liw Binyan, who was ap- 
pointed a vice-chairman of the Chinese 
Writers’ Association in 1985. 

Radio Henan on 15 February attri- 
buted to Liu the following statement of 
principle: “If you only reflect 1% of the 
dark side of things, and report 200% of 
achievements, I will recognise that yo.~ 
report contains some truthfulness. 
you do not reflect even 1% of the dark 
side of things, you are showing the 
greatest untruthfulness.” 

“The dark side” of socialism is a 
euphemism which communists use to 
refer to crime, poverty, oppression and 
other ills which are usually ascribed to 
capitalist society. Liu had “described 
the masses as hypocritical and cruel, 
and as people engaged in spreading 
rumours, telling lies, a cases 
against each other, and informing 
against others,” the broadcast said. 
(Actually such cases are routinely ex- 
posed in the Chinese media, but chiefly 
as individual deviations and not regular 
phenomena.) 


he writer was also accused of blow- 

ing up individual cases into “corrup- 
tion” of the entire communist party. In 
his search for truth, he had “wilfully 
criticised more than 30 intellectuals” 
(evidently for toeing the party line toc. 
willingly), the radio said. 


In Hunan province, however, tuw- 


ocal party comp 
things that stimulate mass or individual 
_ protest, Excessive spending by bureau- 
crats was cited as an evil, and the com- 
“mittee decided that officials should not 
_ “suppress the masses’ criticisms.of our 
shortcomings and errors on the excuse 
_ of opposing bourgeois liberalisation.” 
» More plain living and anti-bureaucratic 
measures on the part of leading cadres 
should go hand in hand with “vigorous 
_ efforts to accelerate socialist democracy 
“and the building of the legal system.” 
„In a surprising shift of stance, Deng 
_-Liqun, a senior party secretary and 
propaganda expert considered to be- 
long to the hard-line. faction, was 
_ quoted by the People’s Daily on 12 Feb- 
_ Tuary as deploring the leftist Great Leap 
Forward and = Cultural Revolution 
-movements. He called on parents to 
help their student offspring see how 
emmter-productive street demonstra- 
_ as were, and quoted Deng Xiaoping 
“wwe saying: “Without stability and unity 
we have nothing.” This phrase was used 
by Mao in the mid-1970s to declare the 
ultural Revolution over. 





[OAR 


es 


mmittee has pointed to the | 








The problem created by bourgeois 
liberalisation among students “is now 
more or less over,” Deng Liqun said. 

The People’s Liberation Army has 
been careful to avoid any charges of 
bourgeois liberalisation in its ranks. The 
cadets attending military schools are 
claimed to have turned down invitations 
to join the university students in their 
December marches. The cult of the late 

Lei Feng, the young soldier who was a 
model. of loyalty to.Mao’s ideas, has 
been revived to some extent, especially 
Lei’s reference to himself as “a screw” 
in the grand scheme of things. A screw 
in this sense is someone who does a 
thankless job without expecting reward. 

The party theoretical journal Red 
Flag has wavered ‘between attacking 
student demonstrations and supporting 
Deng Xiaoping’s calls for unity and sta- 
bility. But it-could be suspected of dis- 

torting a remark made in 1984 by Zhao 
Ziyang, who is currently acting general 
secretary of the party as well-as premier 
of the State’ Council, Zhao said then 
that “spiritual pollution should not be 
Spread to the ideological front.” It is 




















was that the campaign —— which aimed 
at clearing up social ills — should not be 
mixed up with matters of high politics. 
Deng Liqun was one of the main 
spokesmen of opposition to spiritual 
pollution, which was abruptly wound up 
last year on Deng Xiaoping’s orders. 
Red Flag has chosen to interpret Zhac’s 
remark as meaning high-level ideology 
must be protected from spiritual pollu- 
tion, not stand above it. 

The article took a defensive stance, 
saying that anybody who tried to eriti 
cise bourgeois liberalisation had been 
metaphorically “tied up and gagged” —- 
evidently by the reformist faction led by 
Deng Xiaoping and Zhao. 


he article — which took the formof 

a forum of about 20 “philosophy and. 
social science workers” — said that-op- 
posing “leftism” but not “rightism" any 
more, had led to a “weak and incompes 
tent performance [by party propagar 
dists].” It also recognised that in the 
past, anti-rightist movements had been 
carried to excess and done great harm. 

The People’s Daily, meanwhile, 
after some furious attacks on bourgeois 
liberalisation, has taken a milder tone 
with the students, who have now re- 
turned to classes after the Chinese New 
Year holiday. “The organisations at all 
levels,” a commentator wrote, “should 
act according to the guidelines advo- 
cated by the party for correctly handling 
problems of ideological understanding 
and practise the ‘three na’ doctrine — 


| not cert people ‘by their pigtails [or 


small errors]’, sticking labels on them, 
or beating them with clubs. Normal 
dialogue and exchange of ideas are the 
correct and effective method, and the 
method of making a noise and distur- 
bance can only have an adverse impact 
on stability and unity and cause trouble 
in society, thus paining our friends and 
delighting our enemies.” 
hina Youth News quoted Deng 
eh as having emphasised respect 
for intellectuals as long-ago ‘as 1977. 
“Empty talk will get our modernisation 
e nowhere; we must have 
nowledge and trained personnel. 
Without them how can we develop our 
science and technology?” 
Deng’s recorded views are a double- 


-edged sword. On the one hand he has 


called for hard work and dedication on 
the part of students and intellectuals. 
On the other, he has said they must be 
protected against false allegations of 
disloyalty, and be regarded as true 
members of the working class. 

As is typical in Chinese political tus- 
sles, both parties like to show that their 
adversaries have in the past takema cor- 
rect stand which they have sow aban- 
doned. This contributes to the difficul- 
ties in interpreting Chinese polemics, 
but on the whole the counsels of mod- 
eration seem to be gaining ground again 
in Peking. 











possible to argue that what Zhao meant 
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à : a nee : a E Baa | | vately vires sae apr Musa is the 
In everything but name 


incumbent but because his anticipated- 
The Razaleigh-Musa double act in full swing 













































opponent, party vice-president Ghafar 
Baba is deputy prime minister, Musa is 
viewed as the challenger. Sources close 
to’Musa claim that Ghafar had initially 
: ; offered a compromise, where he would 
By Suhaini Aznam in Kuala Lumpur l | guarantee Musa one of the three vice- 
espite his elaborately obtuse speech, | guard of honour and a display of silat— | president’s posts if Musa stayed out of 
r Trade and Industry Minister Tunku | Malay martial arts. Local Umno | the deputy’s race. Musa rejected the 
Razaleigh Hamzah’s candidacy for | branches had put up banners bearing | offer. © 
United Malays National Organisation | slogans such as*“We live and die by Musa: then took the wind out of 
(Umno) party president — taking on | Musa” and “We still need Musas | Ghafar’s sails by declaring himself in the 
Prime Minister Datuk Seri Mahathir | leadership.” race first, pre-empting Ghafar from ply- 
Mohamad in the elections this April — Musa thanked the crowd, coyly re- | ing the line that a challenge would split 
awaits only a formal announcement, | marking that he had seen a larger turn- | the party. Realistically Musa also had to 
probably just before the 11 April nomi- | out in Segamat only once before — | calm a restless Johor as at least two divi- 
nation deadline. “when we welcomed the prime minis- | sional heads. had made barbed: com- 
Any lingering doubts that Razaleigh | ter, and even then, it was only slightly | ments on his plans, and to remind mem- 
and Umno deputy-president Datuk | larger.” | bers elsewhere of his presence.” ~ 
Musa Hitam are running ona joint tic- Razaleigh was more direct. Criticis- Meanwhile, Razaleigh must counter 
ket for president and deputy were simi- | ing members who had pledged support. | Malay abhorrence of challenging oné’- 
arly dispelled at a symbolic divisional | for him but asked to see him only after | leader with the argument that it is n 
party meeting at Segamat on Musa’s’| midnight, he derided them for “fearing | that he wants to push himself forwara 
‘ome turf in Johor state'on 27 February | a person we vote in every three years | but that members want him to — thus 
os exactly a year after Musa’s resigna- ee: a tacitly alluding to decreasing 
tion as deputy prime minister crys- -confidence in Mahathir, “Even 
_talised the split in the party. 
<> Earlier that week, Musa had ac- 
cepted Razaleigh’s invitation to of- 
‘ficiate at Razaleigh’s divisional meeting 
n Gua Musang, Kelantan, on 20 March. 
In the indirect: Malay style, it was the. 
losest thing to an open confirmation of 
he former rivals’ pact — a practice offi- 
cially outlawed by the party’s ethics 
ommittee. 
Musa paid tribute to Razaleigh’s po- 
litical experience and reminded mem- 
bers that they were meeting in 
friendship ~~. Musa had defeated 
Razaleigh in 1981 and 1984 for the 
party’s number two spot — without any ` the humi 
‘thought of past differences. Musa then | 1 gated fron Tad 
declared his support for Razaleigh | industry minister. He has been 
“should he want to contest,” clearly re- humbled and this has made him 
_ferring to the race for party president. politically. wiser, suggested a 
And Razaleigh, as guest of honour, ‘senior Umno official. © 
pened the meeting by pointedly refer- Earnest rivalry is no 2 
ing to Musa as Yang Amat Berhormat, its amusing asides. At divisional - 
an honorific given to prime ministers “level, women candidates: have 
ind their deputies only. Brushing aside | been reportedly distributing 
Suspicions of a double ploy, Razaleigh | Razaleigh and Musa: bare knuckle l food packages to women mem-: ’ 
declared that “no one wants to trap any- bers to woo votes. Women’s: 
one else.” In mock humility but seri- | even more than God. Sometimes peo- | wing chief Datin Paduka Rafidah Aziz, 
ously indicating that he bore Musa no | ple in power get a bit swollen-headed, | a Mahathir supporter, jokingly called 
malice, Razaleigh added that he was | and forget to look-at the ground. If you | them biscuit berjalan, or “walking bis- 
merely “borrowing on another’s good | don’t dare to act, you will get what you |cuits,” 
fortune,” and argen the packed hall to | deserve because you have’. become Insan unprecedented move on 26 
prove the strength of the Johor son. frightened hens. We don’t practise dic- | February, the state chief ministers 
_ By nice coincidence, the Segamat di- | tatorship here,” he added, “our leaders | pledged support en bloc for Mahathir. 
ision met on a Friday, a holy day for | always say we practise democracy.” Their move was only logical, argue 
Muslims with the congregation later ad- ‘ -4 cynics, since many owed their office to 
journing to the mosque for-prayers. De- - M ahathir himself, the pivotal figure in | hi dol i 
cisions and actions taken- on'd Friday ac- the party drama, has maintained a 
-quire an air of being guided by pure in- | strategic silence, leaving his allies: to- 
-tentions. pe battle. for him. Mahathir cannot operily. 
Although Malay. politicians have | defend himself when.no one has.actually -| 
«sheda lot of their false modesty, sym-.| challenged him. Itis also-beneath an‘in- - 
bolism is still important. Arriving to- | cumbent party president’s dignity to 
gether at Segamat High School, the two | have to enter the fray, for that would be 
eceived a hero’s welcome to the beat of || an admission of diminishin 
aditional drums, an Umno Youth | explained an Umno veter 
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confident of the east coast ‘state of- 
- "Trengganu, while . Razaleigh loyalists 
g popularity, gam to have allies in, Perak and 











athir has. received 11. nominations 
resident against Razaleigh’s: six, 
vhile Musa has been. nominated seven 
times for the deputy’s. post against 
Ghafar's 10. 
But nominations donot indicate 


strength this year because of the lack of | 


discipline in the divisional ranks. In 


Pulai, Johor, for instance, division head: |: 


Datuk Mohamed Rahmat urged mem- 
bers to nominate Mahathir and Ghafar 


or the top posts. A few old-timers: 


obeyed him. But then someone else 
‘nominated. Razaleigh and Musa and 
‘Mohamed was overwhelmingly . out 
voted. Such independent voting points 
to a disintegrating patronage sys- 
tem. ; 
Overt displays of loyalty, however, 
-| count for nothing if Mahathir support- 
| ers are being voted in as delegates to 

e party assembly which will elect the 
_ Adership, which is what is happening, 
argues one Johor party worker. Given 


“| the stakes this time, fewer uncommitted: 


delegates are expected, making it more 
difficult for both sides to pick up sup- 
port at the assembly. 


-| tuency — Musa and Razaleigh must go 
- to the grassroots with their platform if 


| they are to have any hopes of winning, 


; | said an Umno leader. 
major issue is the alleged cor- 
within the. framework of the 


‘pro-bumiputra. New Economic Po-: 


¿| licy meaning that only some 
“| bumiputras are. being favoured. 
Another issue dear to the party’s heart 
is that the National Front coalition gov- 
ernment is ruling Umno and not vice 


-= versa — that is decisions are made-in 


| cabinet and the Umno Supreme Council 
| merely informed of a fait accompli. 
| _agged on to that, as a criticism of 
‘Mahathir’s personal style, is an allega- 
tion that he rules without: consensus. 


- Musa supporters claim that confidence’ 
in the Malaysian economy would be au-. 


_tomatically restored if Razaleigh. and 


: Musa won: 


« X Defending: Mahathir, both Ghafar 
and Umno Youth chief Anwar Ibrahim. 
į; have been busy on the campaign trail; 
; on one weekend, Ghafar covered, three 


| States. In Kedah, Anwar argued that 


| «Mahathir had lost popularity because he 
“took a much needed tough stand over 
the cooperative crisis. When. comniod- 
n Ae were down, everyone blamed 
Mahathir; now it is rising again, no one 
_is crediting him for it, Anwar said. 
Viewing the prospect of a. bare- 
knuckles: fray, Malaysia's: first prime 
minister, Tunku Abdul Rahman, has 
rown up his: hands in disgust. Umno 
changed: beyond: recognition, he 
; $0. much- so that he might:not even 


attend this April’s assembly. D 


, j W ith delegates slowly being identifi- 
i ed — 11 delegates per division and 
¿| one division per parliamentary consti- 


‘These 


ce guy’ 


: nadze shows F yden a glimpse of glasñost 


' in Soviet foreign p 
Mikhail Gorbachov’s ne 


‘while also seeking answers 
ing political problems. 


The question of most dire 
for Canberra was the upsurge 
interest since early 1985 in o 
nomic dealings with the sm 
Pacific nations, principally thro 


-ments for fishing rights in offsh 


nomic zones. In response the U! 
and Australia have recently 
to improve their economi 
ning of the region. 

Australian Foreign Minister Bill 
Hayden told Shevardnadze: that while 
admitting the Soviet. Union had every 


right -to commercial and other normal 


dealings with sovereign. states in the 
Pacific, Australia would-be concerned 


-by any introduction of superpower ten- 
nce of: 


sions to the region or by anye 

Soviet political “proselytising.” 
-Shevardnadze said Moscow had “no 

intention of penetration ofthe region, 


_ no bad aims and no hidden intention” — 
only an interest in commercial and dip- 


lomatic relations. As evidence, he cited 
the fact, that the Soviet fishing agree- 
ment with Kiribati had been allowed to 
lapse after its. first year in: November 


1986 when the Kiribati Government. 


sought to raise the original US$1.7 mil- 
lion annual licence fee, - 

Speaking” to. journalists later, 
Shevardnadze said that at npr on 
what. governments. wanted,. relations 
with Pacific states could expand to-in- 


clude: trade, economic cooperation, 


tourism, sporting exchanges and the 
like. “But not a-military presence: inno 


| case a military presence.” 


hi Soviet leader 


Jewish community: leader to join the 
welcoming line at Canberra’s air force 
base and quiz him about Soviet human 


rights, he walked up to a howling crowd 


of Jewish, Afghan-and East European 
demonstrators and attempted to talk.to 
them before a meeting with MPs: 
Hayden said that in contrast to his 
“set-piece” meeting in May 1984 with 
former Soviet. foreign minister Andrei 


-Gromyko in Moscow, „talks with 


Shevardnadze were far more open. 


uded questions from Austra- 








dinner — 
“took not 
ied tos 


| pared statement bef 


conference, Shevardnadze said. thai 
Gorbachov's proposals for reduction of 
Asia-Pacific military tensions in his VI 

divostok speech last July was “not call 
ing for collusion against anyone's al- 
lies,” and he essentially threw back a 


question about US satellite intelligence 


stations in Australia. 


lear missiles 
king th 
ing to reduce its number of 8820 
in Asia to 33 ~~ “a fraction of the existe. 
ing number” -— simply tomatch USsea- 
launched cruise missiles. “1 think ifna- 
clear missiles are eliminated in Europe, | 
then.in Asia they will not last long.” 
But while declaring willingness to 
negotiate arms reductions in all are 
Shevardnadze said the Soviet Un 
was entitled to have an interest in t 
“tranquillity and security” of the 
and Indian oceans, because of imp 
tant sea lines of communication and 
cause’ they were potentially areas of 
military threat by the US. As well as 
from US bases, a possible threat now 


_came from Japan “which has recently _ 


stepped over the threshold-of respone | 
sible moderation in increasing its | 
forces.” 

The Soviet foreign minister would 
not be.drawn on what extra burden thi 


permanent structures. 
the number of So 

a “fairly small 

of a “vast rand 
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rodded: by opposing views from 
Washington — and oscow, the 
‘member states are trying to re- 
Olve their differences over the feasibil- 
_ity of establishing a Southeast Asia nu- 
lear-free zone. 
Malaysia and Indonesia want a draft 
aty to be ready for the, scheduled 
sean summit at the end of 1987. But 
given rivalry among major powers in the 
region and numerous other complica- 
tions, Thailand and Singapore appear to 
hold the view that this timing. is not 
ealistic. 
Diplomatic sources told the REVIEW 
hat the US has already notified Asean 

its opposition to the proposed zone, 
though this has not been made public. 
The Soviet Union is known to. be sup- 
ortive of the idea while China has un- 
fficially let it be known that it would 
ise no objection. 

Moscow’s: claimed desire to see a 
lobal abolition of nuclear weapons was 
erated by Soviet Foreign. Minister 
ard Shevardnadze during his five- 
ur Bangkok stopover on 2 March, but 
made no reference. to the zone now 
be ya mooted by Asean. 

- (On the first visit here by a. Soviet 
oreign, minister; Shevardnadze ex- 
changed views with Thai Foreign Minis- 
Siddhi Savetsila on a range of bilat- 

and regional matters -notably 
ambodia—as groundwork for further 
‘talks during Siddhi’s scheduled visit to 
Moscow in May. Shevardnadze. indi- 
‘cated that some aspects ofa proposal-on 
the Soviet troops withdrawal from Af- 
-ghanistan, which is currently under 
-negotiation between. Kabul and. Is- 
_ Jamabad, might be applicable in a Cam., 
bodia settlement.) AM ng 

First. broached in 1984, the concept 
f a- nuclear-free zone had largely re- 
ained idle until. recent-weeks when 




















Milestone or mirage 


ean states consider their own nuclear-free zone 






? 


Asean officials met to. prepare for the 
summit. Economic subjects have been 
billed as the highlight of this. summit. 
However, officials now say since the 
Asean heads of governments are going 
to meet, political matters such as the 
Cambodia problem and the proposed 
zone should be discussed as well. 

The latest Asean senior officials’ 
meeting in Singapore in mid-February 
was far from unanimous on the nuclear- 
free zone. Given Asean’s decision-mak- 
ing by consensus, some observers have 
already discounted any serious possibil- 
ity that the idea would be adopted at the 
summit. But despite the odds, Malaysia 
is said to be quietly working on a draft 
treaty by drawing on the model of the 
recently concluded South Pacifi¢ Nu- 
clear Free Zone (SPNFZ), or the Treaty 
of Rarotonga. 

The Singapore meeting did not 
finalise such basic issues as the exact 
geographical area of the proposed zone. 
The discussions so far have been held 
under a broad understanding that the 
zone would cover Southeast Asia, with 
Asean acting as the first group of con- 
tracting parties. Options would be left 
open for subsequent accession by plaus- 
ible participants such as the three In- 
dochinese states and the two superpow- 
ers — either as contracting parties to the 
treaty or as signatories to its protocols. 


A" diplomats attribute Malay- 
sia’s enthusiasm to its long-standing 
commitment to the notion of a Zone of 
Peace; Freedom and Neutrality (Zop- 
fan) for Southeast Asia, which was en- 
dorsed by Asean in 1971. Like the 
Asean treaty of amity: concluded: in 
1976, a nuclear-free zone would consti- 
tute another step towards the realisa- 
tion of Zopfan. 4 


‘recognition for the nuclear-free zone. 









: this region. The growing number of prc 
















At a Bangkok press’ briefing ‘on 8 


asy winning world 


“We'd like to consider this as an impor- 


tant suggestion or a milestone . . . 
| Perhaps among us there ought to be this 


readiness to accept it first before we 
spread it out...” 

‘But aside from Kuala Lumpur and 
Jakarta, other Asean states appear un- 
enthusiastic: A senior Thai source com- 
mented: “Nobody can question the de- 


: sirability of such a zone. The key ques- 


tion is timing and its feasibility. While 
recognisant’ of the -present regional 
realities [of powers rivalry], we also 
want-to explore various possibilities — 
without any commitment.” 

Given the stalemate over Cambodia, 
Asean. has. made no overture to Viet- 
nam on the zone proposal. Another 
major stumbling block centres on the 
American military bases in the Philip 
pines. The US has held the policy c; 
neither confirming nor denying whether» 
the bases are nuclear-capable. But as: 
one observer noted, ‘Washington cer- 
tainly would not want to abandon.a fu- 
ture option — even if the bases do not 
already possess nuclear capability. 

In private discussion, some Thai offi- . 
cials do not hide their anxiety that a nu» 
clear-free zone would: effectively de= 
prive the region of a crucial deterrence 
now. offered by the US naval presence, 
and end up benefiting the Soviet Union. 
This line of thinking corresponds with 
the US posture. 

The US was caught in an awkward 
position for refusing to sign the SPNFZ 
and may face similar difficulty. vis à vis- 
the proposed:zone for Southeast Asia. 
Sources familiar with US thinking say 
Washington does not want to be at odds 
with Asean but at the same time it is not 
prepared to sign any treaty or protocols 
on nuclear-free: zones since they would _ 
contradict its security commitments t 





posals: for regional nuclear-free zones ~ 
are viewed by Washington as having a 
potential to undermine its global policy 
of deterrence. 

Moscow signed two of the SPNFZ’s . 
three protocols, but a list of Soviet re- 
servations effectively permit it to with- 
draw support:or not abide by the pro- 
tocols should any signatory of the 13-na- 
tion South: Pacific Foram permit a 
transit through the archipelago or port 
visits by nuclear ships. 

The US concern is clearly linked to 
the ‘Soviet military ‘build-up at Cam 
Ranh. Bay in’ Vietnam. Adm. James 
Lyons, commander of the US. Pacific 
Fleet, recently stated in Sydney that the 
Cam: Ranh facilities have quadrupled 
since the US pullout in 1975. He added: 
“On any given day, you will find 20-25 
surface combatants [ships], 3-5 sub- 
marines, a squadron of fighter-intercep- 
tor aircraft; strike bombers- All these 
forces are nuclear-capable.”". 4] 
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The new Minolta EP410Z Copier with “Quadruple 
Zooming Power’; the power to enlarge to four times 
original size or reduce to one-fourth original size in a 
single, time-saving step. Without intermediate copy- 
to-copy procedures that can sacrifice copy quality. 

Use QZP to enlarge A5-size graphs, charts, 
illustrations or even a gorilla to A3. Use it to reduce 
A4-size phone lists, schedules, memos, notes and 
other important documents to A6. Either way, you 
benefit from the superior copy quality that only 
Minolta single-step zooming can deliver. a 

Other innovative EP410Z functions conveniently 
automate several previously tedious tasks. Make two 
copies at the same time, for example, with Page-By- 
Page Copying. Or produce perfect margins automati- 
cally as you copy with Image Shift. Use Frame Erase 
to eliminate unsightly shadows when copying books 
or odd-sized originals. And let AMS and APS select 
zoom ratios and paper sizes for you. 

And if and when your needs demand it, assemble 
an even more powerful system from a wide range of 
options. One option, the Editor, lets you designate 
specific sections of a document for 
copying or erasure. 

Don't let poor quality, 
second-generation : 
zooming make a 
monkey out of you. 
Get the power: 
Minolta EP410Z 
Quadruple 
Zooming Power. Ask 
your Minolta dealer. 
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Phone: 5-658181 Phone: 715-5001 
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Phone: 6432475, 6432476 Phone: 249-0199, 249-0294, 249-0092, 249-0359, 249-0345 

Molaysio City Marketing Sdn. Bhd. Wisma Cestel, No 4, Jalan Kilang (51/206), 46050 Australia Océ-Australia Ltd. P.O. Box 196, 89 Tulip St., Cheltenham, Melb 3192 
Petaling Jaya, Setangor Phone: 03-7921033 (10 lines) Phone: 584-1011 
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Creative Alternatives in a Changing World 

Wako Securities can help you reach your financial goals, 

no matter how distant they may appear. 

As specialists in Japanese securities and active participants in the key 
American and European markets, Wako offers a complete line of 
underwriting and investment services. 

Our computerized investment advisory services backed up by the timely 
and detailed analysis of the Wako Economic Research Institute help private 
and corporate investors throughout Asia and the Pacific to maximize 
their investment performance while managing risk. 

Wako’s long experience and broad client base give us the expertise and 
knowledge to design custom-made solutions to meet your specific goals. 


Wako Securities — meeting the challenges of global financial management. 
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ry general meeting | 
ed the deal (report- 


y 
uired a controlling interest 
group, while the 51% owner- 


e Review held by it (the || 
that is) passed into the hands of | 


sw Jones, making us now 100% US” 


a man simply by his 


g journalists, but he t” 
Japan out of a. thine 
to ed on prone 


n certain editors short 

the past and his formula for im- 
> profitability:of publications 

fo involve taking them 

d, apart from. such 


the Dow Jones people are 
ies, having purchased a 





director: Morea. 
assistants, Andy Tang 


70s (it was 49% asof | ac 


ago) and have amply . 


rated th r commitment to, o ie 


the region and won a 
sorts on one of the 


po 
Don Macdonald PA “0 
vice- | busir 


neritus) and Ed Cony 
ent/news), who were active mov- 


nd shakers in Dow Jones’ first pur- 
ase of REVIEW equity — and thus the - 


group’s first move into Asia — will also: 
hi 


he REVIEW s goara All three are’ 


gratifying, in » the same week, 
that the Asia World Publishing, 


ceting in Singapore, had 
e REVIEW two major awards — | | 


| the first of such annual prizes to be 


_ | inthe congress’ campaign to lift publish- | tt 


g standards in the region. 


he larger award. is for the’ Folio 


Magazine of the Year, chosen from all 
the publications in acknowledgment of 


istent general excellence (so. all of © 


ditonial, production, advertising, 


circulation and promotion can take a- 


| collective bow). 


The smaller award was for the best 


cover design of all business publications 
in the region. The particular’ cover 


T which won the award came from an idea 


editor Philip- Bowring to 
tory of how Japan’s US 
d by 


“where =- Britain 





itional Studies, part of Wash- 
e University, and a. lot of 
ups — the Business School, 


her group which is preparing to 


celebrate the state’ 's ce 


bly with a Pacific. 
feet hardly touched 
© IT was a curious week in US politics, 


‘apart from the run-up to the findings of 


r Commission inquiring into 
1 indry matters and 
ation.of White House Chief of 


peared | to be tearing 
rand centred on the 


third-rate TV mini-series Amerika de- 


picting the US under Soviet occupation. 


Several books, films and TV pro- 
grammes (some ‘of them quite good) 


have depicted similar hypotheses else- | 
under Nazi or Soviet | state of 
-without creating | healthy regard for East Asia 


rule, for example 
more than a mild interest. In the US, 


“however; the series appeared to have di- 
vided the good, god-fearing anti-Soviet 
epf é 


m the wet, liberal 








én, bankers, China traders 


ald Regan. The other main’ 


|| their équally predictable stereotyp 


the liberals claiming that though 


|. disliked the Soviet system, the Ru 
| propie 


wunne ul folks, tha 


ple into godl ess comm 
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believe that Wen ; 


more bay intoa 
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expecte: 
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uranium) with some su 
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minerals, timber, pods 

cellent new wines, 
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Washington’ s clouti in South Korea is less than believed 


By John McBeth. in Seoul 


oO” of the most intriguing insights 
into’ the push and shove world of 
uth Korean politics is the way local 
mmentators view US influence on 
their internal affairs, highlighted as the 
Date has been by some recent highly 
publicised remarks from Assistant Sec- 
retary of State Gaston Sigur and the 
scrutiny that attends the activities of 
new US Ambassador James Lilley. 
It almost seems as if the South Ko- 
ean press and a large section of ‘the 
ulation are convinced Washington 
a sleeve full of trump cards which it 
d use at any time to break the pro- 
alemate here over constitu- 
ormand what government 


should be adopted after Presi- | 


oo. Hwan steps down in 


f this. attitude is. natural 
en the US role inthe Korean 
000 American servicemen 
South Korea to under- 
y's’ urity and the fact 

the country’s largest trad- 
iddle-class South Ko- 


app 
am ssador as something of a pro-con- 
sul, imbued with an authority that 
ER does not seem to offend any 





AP 
ah, 





inherently nationalistic feelings about 
South Korean sovereignty. 

This same penetally benign, even ex- 
pectant attitude does not extend to eco- 
nomic matters. With a trade imbalance 
running at 2:1 in Seoul’s favour, US 
pressure on South Korea to open its 
markets and to adjust its exchange rate 


sexagenarian areas SET 
Tunnel ‘vision’: page 24 
EEE TNE 


snare 





sponse. All this har 





hen the St Louis-based McDonnell Douglas Corp. 
opened: an office in Seoul last December to oversee 
hat it said were its growing interests in South Korea, it omit- 
to mention that it already had something to get its teeth 
to: the South Korean air force is in the market for the com- 
twin-engined F/A18A. Hormet. multi-role strike air- 

now in service in Australia, Spain and Canada. 
th Korean interest in the corny F/A18s has caused 


the sort of dependency theories still cir: 
culating in South Korean universities — 
or lend weight to arguments: that “big 
brother” always gets his way. 

On top of this has been the intensity 
of recent anti-American sentiment. 
Sparked by the perceived US role in the 
1980: Kwangju uprising and carried on 
by newly em Pean elements, 


Korean society. 
Some South 


by historic experience and by v 
characterise as a phobia over 
ave a etek of infe 


` tary,” an oppositi 


cratic Party (NKDP 
“but frankly, I do 
Turks in’ the mi 
able: ”. 

Classes 16, 17 an 
Military Academy, w 
so-called Young Turks m 
advanced training in the L 
tion in Vietnam, but 
in other parts of 
does not bite : 
ington’s et. 
cee ‘teeters, ajor-gene 
lieutenant-generals who hold 50% of 
the divisional commands — including 


largely over water. In addition, the F/A18 is technologically 


more advanced, 


The South Korean air force has now received 10 of its 36 
.F16C and D variants, the most up-to-date of the F16 
with the last four to be delivered to i 


Taegu 


1989. The US Air Force’s Kunsan-based 8 i 
Wing, which formerly flew Vietnam War missions from 
land under its. familiar Wolfpack design 
equipped with 48 Fl6s. 

Although the F/A18s are suited for both air- com 
bat and ground attack, some defence experts independent of 
General Dynamics believe the air force would be bett 





surprise because it is current ty taking delivery of 36 
erican-made General Dynamics F16 fighters, which will 
issume a frontline strike role from four squadrons of agei 
McDonnell Douglas F4D/E_ Phantoms. But it is understoo: 
lanners like the Hornet for its FX lead-on pro- 
all-weather, head-on attack capabili- 
ity to launch from short runways. 
ns have entered service with the 
y since the aircraft became opera- 
0 aboard the aircraft carrier USS 
second carrier, the USS Midway, recently 
for F/AI8 flight operations, de- 


"Sp ain is aira a of 72 F/A18s, Canada has re- 
ceived more than hal 138-unit order and Australia will 
h aircraft in service by 1990. 


nsidering whether to change 


: tly because it sees the advan- 
ighter for an air force that operates 





served by choosing the F16 in its plan to purchase a further _ 
120 frontline jets and looking elsewhere for a cheaper, A 
specialised close-support aircraft. The latter role is 
filled by 18 squadrons of F5 fighters, which have a 
combat range and lack staying power over an area of 

A decision on whether the South Koreans will go for the 
F/A18s or add to its F16 fleet is expected i in about six months 
but, whatever deal is worked out, it is expect 
another 36. aircraft. Meanwhile,  tight-li 
Douglas executives are working on what hi 
asan ipeni attractiv package a under ¥ 


es rokani make? cost- 
negotiated their con- 
jets was US$2.2 bition, 





stern ‘diplomats feel South Ko- 
ans have generally failed to recognise: 
| how the US-South Korean relationship 
| has changed, in keeping with: Seoul's 
rapid march. towards industrialisation 
and a related. assertiveness in its deal- | ric 
ings with the outside world. “[South] 


| Korean. army: officers have become. 


uch more professional and capable 

nd are growing increasingly self-confi- 
dent as a result — perhaps to the point 
of arrogance ,” a diplomat said. A senior. 
stern military source added: “The | 
[South] Koreans are not stooges of the | f 
\mericans any more.” 


pippo as well is the inevitable : 

linkage drawn. between political sta- | | 

bility and the external threat posed by 

Korea. While South Korea’s. 

ften use that to justify au- 

oritarian controls and their paranoia 

of leftist sentiment, the US is caught in | 
the familiar position of having to bal- 
ance its desire for a more representative 
South Korean Government against 
security on the peninsula and its own 

strategic interests. 
A senior South Korean official, with 

an intimate knowledge of Blue House 
workings, said that while he believes th 
can influence some internal events 
evidenced by former ambassado 





<| Richard Walker’s role in blocking the 


t's controversial 1986. cam 


jbsidiary of the Hanjin Grou j 
a Korean Air, is now almost 
_ after completing assembly of 68 FS) 


_| and F fighters, and about 120 of the 
| air force’s 190 McDonnell Douglas 
-L SOOMD light helicopters. The latter 


d by what the 
mbassador said. “I 
[South] Koreans, by rising 
= friends veing beaten up 
th 


p 
| rea's Foreign Ministry. 
can probably also be found between 
straight talking ‘Combined. US-Korea 
‘Fores commander Gen, William, Liv- 


to withdraw its tro 

sula and abrogate its 1954 mutual- 
fence agreement with the South K 
reans. But while that is hardly likely to 
happen- at this point — if only because | 
South Korea is a valued link in Wa 
ington’s western Pacific defences 
Seoul has not beep idle in modernigi 


-proceeding on a strategic study. examin- 
ing i jections of what South Korea 
lool like | in the year 200 





that pont i ations ar 
complaints about Seoul's — 








_ eal was completed by the California- 


+ -ased Hughes Helicopters, which was taken: over hy MeDon- q 


` nell Douglas in 1984 at about the same time US authorities 


discovered 87 commercial versions of the helicopters had | 
n diverted to North K Korea without the company’s knowl- | 


has refused to comment. on reports | 
oreans may be. ready to order a further: . 
the North Korean 


roblent because of the 


ni sp its 500MDs as soot : 


helicopters largel 


Fa ‘ame they serve as efficient fryer dens for tank-killing ow 
aA: missi ies. 
` | game priority y Sart South Korean forces along the demili- - 


ng helicopters are not seen to have the 


zone would fight from prepared defences. 


‘| Apart from the Hanjin Group, South Korea’s other major 
corporations are getting a slice of the contractaral defence | 


ie as well. Daewoo is building F16 fuselages for Gener 
Dynamic under provisions of the deal attached to the a 


orce purchase. And Samsung Precision Industries includes 
sow 40% local content in its assembly of the F5s’ General 
€ at its facility in the sprawling Changwon 


-| Electric J85 en: 
va industrial com ex, west of Kimhae. — 


-maintenance at Taegu. 


eyi are now focal fore 


McDonnell singled out Samsong whet he told anews: confer: 1 
ence last December that his firm was “aggressively” sound- 
ties to pome e 


; country fleet — which also 
“toms, a squadron of OV10 B 


and 24 A10 Thunderbolt tank- 


* Fhe aerospace co is only part of South Korea’sde- 


mponent 
fence industry; which has grown ap along the souther 
since the mid-1970s. 


Benefiting as they h 
and foreign military sales (FMS) credi 
set about building up their — ci 
x ë savi 


vetrom US 





James Bakers recent sẹ- 
e testimony that, u 
dike Japan and Tai 
vith their bulging fore 
exchange reserves, So 
orea’s. US$44.5 bi 
debt qualifies it for spe 
cial-case status. 
_ Still, the US is clearly 
exerting a great deal more 
ffort to find a sọ 


uch’ into the fact that | 
Valker ignored dissident | 
‘ader Kim Dae Jung d 
ce only once 


Soldiers on a DMZ exercise: brinkmanshi 





pon tical twin, Kim Young 
‘Sam, during his five-year 
term. Confucian thinkin, brushes aside 
he fact that Walker’s political staff had 
se contacts with both Kims. It was 
ker himself who counted in the eyes 

ost people here, and as far as oppo- 

ion critics were. ‘concerned he was 
ding a clear signal of the US position 
even if his own positive views about 
im Dae Jung, i in ular, were well 


back ‘meetings 
with NKDP 'president Lee. Min Woo 


and party special adviser Kim Young 


Sam. -Lilley’s ambassadorial opponi 
ment had attracted more than tl 


<< if the. ambassador meets Kim jae 
B \ who i is offi cially | banned from tak- 


| support 


not long after his arrival that he planned 


to talk to all figures in the political spec- 
trum -— a suggestion government aw- 
thorities could not ‘have been happy 
about. Kim has sent a letter to Lilley 
proposing a meeting, but he has yet to 
get a response. 


As from Lilley’s activities, per- 
haps the best illustration of US senti- 
ment and South. 

| Sigur’s 6 Februar 

in which he linked 

country to US-$ Korean relations. 
“Sigur said: “It is essential for the future 
of the Republic of Korea, and for the 
ture of our bilateral relations, ‘th: 

new. constitution and the laws whic 


‘create a more open: and legitimate poli- 
tical system.” | 
The speech caused. such a stir in 


|} Seoul’s political’ and business circles 


that the ripples are still being felt. South 
| Korean. Foreign Affairs Vice-Minister 


Park Soo Gil, however, did not see it as_ 
an intervention in internal affairs. “The. 


US is concerned about our security so 
we take what he says as friendly ad- 





representative government | 


theless, many 
South Koreans 
| interpret Sigur’s address 
to the US-Korta Society 
as an attempt- by. the 
Reagan administration to 
~ distance itself from the 
-Chun government, 
‘Some Seoul-based dip- 
| lomats are not so sure 
about the emphasis South 
01 an observers place on 
*s-eall: for the 
E 2” of the pe 
| ernment in Seoul. “Alli 
appeared to be doing ab 
making the basic Western 
atement on democratic 
ory,” a senior envoy 
» “That got a lot of at- 
tion because the oppo- 
sition sees advantages in 
en if there is an ele 
il thinking. For Kim Dae 
Jung, the most important role the US. 
could: play would be to new the 
military.” 
Chun's military 


| government officii 


out. that: the 22- 
cabinet contains only ee fi 
gai mee Defence Mini 


Korea’s secretive army officers ‘have a 
tradition of keeping very much in the 
background. 

<: What Sigur underlined was US frust- 
tation with the inability of South Ko- 
reans to compromise. — an art in 
Buddhist countries, but. decidedly a 
weakness in the Confucian oS ee 


sequence, ‘more rhetoric than results,” 
he said. 





| plot the source of. gaboariace activity. 
Up to now, detection crews have. only 


| been able to tell where tunnelling is 


$ poing on to within- a kilometre and have 


le | tem, but it is understood the sensors still 


d problems with sound interference 
on the surface. 


be able to put a spade in the | 
without us knowing aboutit,” ' 


Little else is known about the sys- | m 


__| have to be properly surveyed-in — the | 1 
| erucial element in ensuring the accura 


| of triangulation measurements. — 


source said once that has been ac 


complished, the North h Koreans “won't Re 





self stymied by an administrati 
ared to deploy all the instrumen 
i of state to stay wer, the DIP is 


of legitin 
sticking to 
l g its proposed blue- 
the national assembly, i 
z the seeds of perhaps 
political crisis as 
the 88 Olympic Games, : 


outh Korean commen- 
need was cooked uP ‘by 


: io fare own “hing.” 


_ What that is can best be. describëda: as ‘a 


Seemann and ut Kor now, the un: 


orean politicians 


running through a te dem ofthe DMZ. 
i The new se “equipment indi- 
ment of t 


A previously unavailable to the 500-man 


tunnel-detection force. But it does not 


‘as a surprise. US defence and 
ment penches, s, working in S 


f tion with 
academie experts, ke pen 
y to home in accurately 


-liance, but saw its r 
mote collective security in its own re- 


| reads i 
; | lan 





Se if-reliant security 


5 | New Zealand announces new, post Anzus-rift policy 


Equator and from ' 
a to the Cook Island 


rt- | some. 16% of the glo a 
New Zealand ike an exclusiv. 


| Options. Itsaid ew Ze: 
| land remained commi 


helping te to pro- 


„diged continued membership of 
Anzus through conv tional, non-nu- 
clear means, and 


20 troom mig i ore by the 
end of 1989 (REV an.) 
new strategy is what 


the government calls “a greater self-re- 


liance for our armed forces with the ca- 
pacity to operate independently.” Self- 
reliance does not mean self-sufficiency, 
it adds, stressing close cooperation with 
Australia while disavowing any thoughts 
of a dependent relationship. 

-The white paper puts: the focus of 
New Zealand’ future defence on the 








Prime Minister David Lange des 
sribed it as the most fundamental 
policy since 
to: br 


the US to declare t 


operative. 


The: hite | a 


g, 
Freinds said the Rane 


draai, axing of some ened capital 
equipment purchases and the possible 
sal of some redundant military 


hited: 2 
The white paper was atta as 
anodyne and lacking in specifics by of 
ponents of the government's 
who hanker for the old days.of A 
protection and said New Zealand no 


had a reduced defence capa 


much higher, and as yet unspecified 
cost... 








‘ployment of the force structure envis-| > 
aged by Australian National University | 
Strategist Paul Dibb in his report in June 


1986 (REVIEW, 19 June ’86). eg 
Dibb recommended existing and 


ion | ture policy be built on the concept of a 
ty | “layered defence” with long-range de- 


c states and, in a back-up 
e’s cabinet on 23 February but not 

published until. mid-March, in- 
| political decisions about the de- 





_}osing’s militancy at that time. a | 

eared compla- 
cent because the GNLF did not make 

any, headway even. when several 


| India’s. liberalism that neither 


tection systems and high- 


| weapons able to intercept enemies in a 
1,000-nautical mile zone. of “denial”. 


technology 





offshore. Capabilities should be ac- | n 
quired for this purpose, rather than any | | 


specific role as an integrated part of a 


larger allied force — Australia’s role in 


all its wars so far. 


n i 


went into action, sendi 
ns. tothe UN, the 


on after the Meghalaya move, | 


out the pli 

is: characteris 

ew 
Delhi nor the state authorities in Cal- 
cutta took any serious notice of Ghi- 


» The:government a 


st | thousand Gurkhas were forced to flee 


hown as Gurkhas. 
_ The party spearheading the move- 
; the Gurkha National Liberation 

t (GNLF), has been in. existence 
a few years. Led by Subhas Ghising, 
retired Indian Army ‘instructor, the 
tinto prominence in May 1986 

wing the eviction of Nepali-speak- 
cople from. their-homes in the 

stern Meghalaya state. 

itizenship of the evictees re- 


ble _ According to the. 


an ci The 


jo 
p of property and business 
ntry. Under the treaty, M 
not have thrown th 
: ole 





the’strife-torn Assam state a couple of 
years ago. But the steady propaganda 


| work the GNLF was doing and a grow- 


ing feeling of unease in the Darjeeling 


district where the Gurkhas are ina | G 
majority had been grossly underesti- | 
mated by the authorities. 


The Meghalaya incident proved to 
be the last straw. “We are stateless in 
our own homes,” proclaimed the GNLF 
posters in Darjeeling. Ghising called a 


three-day strike in May which totally | 


shut down the city. 
‘The kukri, the curved Gurkha knife, 


became a symbol of Gurkha militancy 
‘and: determination to achieve Gurkha- 


land. Posters demanding Gurkhaland 


were written in blood drawn by kukris.. 


Activists also took blood oaths in the 
temple of their Goddess Mahakali to 
signify. the beginning of a do-or-die 
struggle. 
ERETTE 
-Ethnic connection: page 28 
«+> Therajah’s gift: page 28 





begun usi 
subm 
Bhol. 

























forms of | stantial defen : 
been established with the natio 
i Southeast Asia over the tast four dec 
army from the | 17 deployments would be made to the | ades,” Beazley said. “An unfrien 
ree (RAAF). South Pacific by RAN ships this year, maritime power in the area could inib 
a treble the previous rate, at the expense | our freedom of movement through 
has been the recently | of longer cruises to such places as Japan 
programme to build a and the western Indian Ocean. The 
trol frigate” for the | RAAF would make p vedar sorties 


mgpested 10 ships of tona gh the Pacific P3C maritime 
lightly armed: but || aircraft 


e and excellent sea-keep- lie 
RAN has convinced the 






sferredtothemore | Defence Minister Kim Beazley said 
























t a heavier vessel is re- | airstrips 
ations are for eight 2,500- 
immed with sophisticat- | 
ms, including an anti- | cal year 
pter, million), almost matchi 
) east Asian countries (A$19 million). 
on mi een ntere “We intend to give them [South 
the So cific, following Soviet | Pacific nations] the same priority as we 
overtures to small island nations for | give to our much older and more sub- 
















PIM leaders visi d Silliguri GURKHALAND DEMANDS jong as it did not withdraw its 
adjacent to Darjeeling, last -memorandum to the king of 
August and distributed wea- “Nepal and the UN. 
pons to their party followers, ‘Taking conflicting stands 
some of whom in turn deserted : and undermining one’s opp 
to join the GNLF. ious i 

-Saroj Mukherjee, the CPIM 
chief for West Bengal has 
strongly denied the accusation 
describing it as part of a. cam- 
paign of lies launched by Con- 



























| byhis 
| could be 


: h 
allow its party c ar- 
jeeling to exercise their right of 
‘self-defence. : 
“> Congress party sources in Chumbi. Valley which Indi 
|. Calcutta argue that with state. jeeli strategists consider their greni 
:| elections due at the end of est point of vulnerability on th 
March, the communists are imi-. -Sino-Indian border. Mo 
tating the Congress campaign- ' A 
during the 1984 general elec- 
tion. At that time Congress 
“campaign posters had shown a. 
bleeding map of India to high- 
light the dangers of the Sikh separatist tation. as “anti-state, anti-national, anti- 
roe people and divisive.” : 
-Now the communists are depicting a In a. subsequent speech, probably 
bleeding West Bengal to scare the elec- | with an eye on the coming state elec- 
torate over the secessionist Gurkha- | tions, Gandhi. declared that GNLF ; 
land. , was: not antinational As the speech teling and the nearby areas arc: 
Division of West Bengal isan ex- | amounted to back-tracking on the re- | also home to about 40,000 Gu en 
tremely sensitive issue among the lan- y 
























agitation iñ Punjab. 













solution Congress had earlier signed, it | servicemen. Apart from tea est 
ap a aa conscious Bengalis. | led:to apolitical slanging match. Some | some subsistence farming, servi 

ne British divided Bengal in 1905, but | Congress leaders now allege that even Indian: Army remains the main sou 
relented six years later in the face of | the CPIM has retracted from its strong of livelihood for the region. Most of 
strong political agitation. The price of | stance as ‘its election ‘manifesto no | 22-member governing council of th 
independence in 1947 was the separa- | longer calls the Gurkha agitation anti- | GNLF are ex-servicemen. 
tion of the Muslim-majority eastern half | national. : Both Nepalese and Indian Gurkhe 
of Bengal which went to Pakistan.and serve in the Indian Army and there 
which is now Bangladesh. 






























owever, Mukherjee told the REVIEW 

~ “din August 1986 the CPIM scored a tat there: was. no..change in his 
political victory by persuading all par- | party's stand. He maintained: “Every- 

ties in West Bengal, including the Con- | thing nnot be put into. an election man- 

gress party, to adopt a unanimous resol- : is vi 

ution condemning the Gurkhaland agi- 




















quit the army an 
t the security forces 


Ro ee 
Although such exhortation: to sol- 
liers to mutiny is not part of the official 
NLF campaigning, most politicians 
hink that the agitation will not die 
wn after the upcoming West Bengal 
elections. Some of them believe that 
_even if the agitation is contained in the 
rt term, it will raise its head with re- 
loubled militancy in a few years when a 
er-educated and younger leadership 
takes over the Gurkha cause. 
< Not that Gurkha militancy is lacking 
now. But either.as.a tactical move or to 
win the support of the uncommitted in 


accept. the 

stered terri- 

n the autonomous zone 

Bengal which is proposed 

y the CPIM. But Gandhi has ruled out 
th the division of West Bengal and 
e creation of an au nomous zone 





By Salamat Ali in Kathmandu : 
B oth Chinese and Nepalese involve- 
ment in the Gurkhaland agitation 


was alleged by an unidentified senior Ine 


dian Government official quoted in the 
Statesmen of Calcutta newspaper on 25 
February. The official said: “We:have 
confirmed reports of their deep involve- 
ment in the movement. . . helping and 
guiding the GNLF in various ways, in: 


cluding the supply of money, materials 


and even men. The main actors of the 
movement are in Nepal and not Dar- 
jeeling.” 

The Statesmen said that officials be- 
lieved China was using the GNLF to 
make India militarily vulnerable in the 
highly strategic Darjeeling 


GNLFE 
aged to do was to submit its petition toa 





ty, citizens of the ` 
an reside and work in 
ritory which, according 
as created confusion over 
dian Gurkhas in Darjee- 
LF wants Kathmandu to 
w treaty and afford these 
i permanent settlement. 
¿Birendra did not receive. the 
delegation. All the GNLF man- 


junior Nepalese official and hand out 
copies to sore foreign embassiés: in 
Kathmandu. 

A high-ranking official in Kathman- 





area. The Kathmandu objec- 
tive, they said, was to swamp 
the Darjeeling hills’ with 
Nepalese immigrants who. 
would eventually © demand. 
merger with Nepal. 





thising for talks |; 
ruary, with the approval of the | 


t Bengal government. Following 


the discussions, he declared that as | 
proof of his goodwill he had agreed to” 
suspend the agitation for two months. 


and also that the struggle for Gurkha- 
land would be entirely peaceful. He also 
itranged a warm welcome for Gandhi 

io visited Darjeeling on 7 February, a 


ter the talks between Ghising L 


| The rajah’s gift 


ome Minister Buta Singh in New 
irrespective of his r 
Jee 
boycott the upcoming state elec- 


e: West. Bengal. government 
dubbed Ghising’s stance. as 


his intransigence, and argued | 


he would enforce the boycott vio- 





| jeeling district belong 


| ‘about 30 years in 1816. 
n The 


ling district of India’s West Ben- 





gaistate asked King Birendrato. 





Indian records refute Gurkha claim on Darjeeling 


Airone the GNLF asserts that the 


Darjeeling Gurkhas came into the. 


Indian union with a territory of their 
own which at one time belonged to 


Nepal, ‘Indian official records show 


otherwise. The present territory of Dar- 
to Bhutan and 


‘Sikkim. Only the plains area of the dis- 
trict was briefly conquered by Nepal 
from Sikkim — and was returned after 


arjeeling 


|. cupied by the British in the 19th century 


| in three 


signed by the Rajah of Sikkim on 1 Feb- 
ruary 1835, giving the cool hills of Dar- 
eeling to the British East India Com- 


y in response to a request by the Bri- 


area was then oc 


. A deed of grant. was | 





-governor-general for their use by | ri 


k government servants. 
“The 


Sikkimputte Rajah out* of 































ap Itis f idi: 
Itis up to India 
Nepali. 

at d Koita 







could afford tosu 
cause this could lead to a similar de- 
mand in the Terai region of Nepal for 






















Meithili-speaking one. 


Bhattarai Sai 
y s 








ere, t 
openly. But 
tion to, heir problems right wher 
are.” 






Some of the Kathmanducbesed 








domestic pressure if 
on ‘in Darjeeling. deterio ted 








o | ther. oe 


who: region, Europe and So 

could be ne. donations to ithe 4 : 
NLF. But he did not see how Nepal- 
port the GNLF, be- 


creating another linguistic zone, a 
> | Federation of Journalists betu 

Congress president Krishna Prasad 
the congress believed the | 


‘should have a universal standa 
d was correct and that ‘thal 
naig 


freedom, others maintained tha 
-| nalists in developing coun 





t do very | Th 
about the issue, it could c me i p > 
Hongkong m 





| i disagree on their role in society 


meeting here disagre 


journalists in the First an Third 
| Worlds, and hei the same conc pt: 
of press freedom applied to z 








‘While some delegates to the 
Pacific Conference of the | nt 


ruary 24 and 27 argued th. 







capa to ‘the natio! -t 


stricted both b ter. 
when it becomes a special administra- 
tive ‘region: of China. Such concerns 


“| were further strengthened by the pub- 


Both the Nepalese and Beugeia carse to 


the territory as settlers. According to re- 
„cords of the British government of Ben- 
gal, the entire 138-sq mile area of the 
rjeelir first acquired 


afe ture and the development 
ae ulation of the area 
burgeoned to 249,117 by 1901. Until 
1931 — when the population was 
635 — the Nepali-speakir cople 
were in a minority. "But the e 
tion changed ra 

























. | ofthe total, At the time of the latest 
SUS, in He), the 
trict had ris 





ittie over 1 millio 
- Salar 





‘lisher of the in 
| guage daily Ming Pao, Louis Cha, who. 





the area 


oe decade: ik favour of the Nepali- 
ake, who by 1941 made up 86.8% | 


toate over of the dis- | a nd 





uential Chinesé-lan- 





warned that the Hongkong press may 
have to “restrain itself voluntarily... in 
the. matter of criticism of China's Jead- 





China’ s foreign 


He said this: was because China was {ec 
) compromise its:sover-. | libēralisa 

| eignty over Hongkong and would. not.) 
callow: Hongkong | to undermine the com- | ti 





not prepared to 


munist party's- political control over 


e- | China. However, on internal Hongkong 
“matters, he said, the press was likely to 


remain as free as it is at present. 
The representative from the Jour- 





nalists Association of (South) Korea, 


Lee Kyu Jin, said the press there had to 
operate in: difficult circumstances but 
the situation. had improved since the 


baal 1980s 


“He said the national assembl would 





J real piel to he 





fhe m eting. sot off to an inauspi- 
when ives from | 


wards authority has ch 


) ference as 
’s_policies, especially |. politi ; 


spec 
to the: conference. In the prepared ji 





atic Justice | 





Part was considering abolishing press 

jorters and relaxing re 

ation requ rements for magazinga ar 
publications: 







liberty.” But the warned 
ing trend of manipulation of t 
by political: an  Sorporate commer 
interests.” 































un l 
“The ‘Taiwan. people's attitude t 
d, and į 


ernment control o Ov 
tion is no longer as stro: 
said Chiang, who 


Goh said the press in Malaysia “is ¢ 
trolled and dominated by the govi 
ment through all sorts of overt 
covert ways: 


cial Secrets Act which give govern- 
ment officials power to declare an 
official document, information or mate 
rial an official $ 
which cannot 
This m 








ad Printing Act, which re- 


quires all newspapers and periodicals to“ 
in a permit which is renewable | 


very year. “The permit can be revoked 
y time by the government and there is 
no: appeal to the cou 
lays a crucial role in curbing and con- 
rolling newspapers,” he added. How- 
ver, the-union had never wanted to 
opt an attitude of open confrontation 

» government, and would con- 

inue to promote and sustain a healthy 
logue with it. All problems faced 
e profession could’ be- solved 

sing. reason, persimasicen’ and pa- 


veral delegates at the conference 
questioned whether there wasconflict 


een press freedom and national in- | 


The president of the Confedera- 
of Asean Journalists, Yazid 
n of Malaysia, asked what kind 
dom the press wanted, “Is it the 
om to [a] freer flow of information 
[it] without regard 
nal in ? Or itis the free- 
oben the tan ies of the powers 
be, to continue misleading the peo- 
s is quite oftene in the prac- 
es and interna- 
' gencies?”: 

The paramount order of the day, 
aid Othman, was to reach an amicab e 
and sincere understanding between the 
wers that be and journalists and draw 


guideline acceptable to both par- | 


ie _ ENO. journalist wants to live and 


nder repressive laws and regu- | 


ious the Western-style press free- 
which stressed confrontation with, 


uthorities was not in harmony with |: 


traditional. Asian values and 


, ilding, a l 
vek ra efforts. o rth he Ir 


The permit | 


Protestant indoctrination makes gains in the army 


_ By James Clad in Manila ; 
FP ctdisand Marcos’ overthrow.a year 


ago opened a promising vista‘of re- 
form. for the 180,000-strong Armed 
Forces of the Philippines (AFP).and the 
60,000-strong Philippine Constabulary. 
Twelve months later, military lead- 
ers are claiming that religiously in- 
spired changes have already begun to 
transform attitudes. 

AFP chief of staff Gen. Fidel Ramos 


spoke recently of a back-to-basics em- 


phasis in the AFP’s new Values Forma- 
tion Courses (VFCs). Ramos. said’ the 
VFCs, a “major new component of 





i testant yra ese ia groups ; 
, e: Word o 
Magic 


to basics. < 


| ee Terus. 
t 





«civil-military operations,” seek the “in- 
ternal transformation of the soldier into 


a professional, God-centred, people- 


oriented and nation-focused indivi- 
dual.” 
Some critics see it differently. They 


» Suggest that troops, the officer corps 


especially, are receiving strong. anti- 


communist indoctrination. Still others 
. See Protestant fundamentalism making 
‘disturbing inroads into the military via 
. the VFCs and other preaching program- 


mes. Most Filipinos,83.5% of the popu- 


< lation, are Roman Catholics. 
_ However one interprets the VFCs, 
much effort is going into them: Ramos, 


a-Protestant, has.-chosen Brig. ~Gen. 


Carlos: Malana to ‘head the overall im- 


plementation of the VFCs, but Roman 
Catholic Brig.-Gen. Jose Almonte has 
done more than most to give content to 


the seminars. 





ed freedos ) fighters, materially minded 
y leaders, ang now, the 


officers, especially com- 

CO manders, attend the 

seminars. “Graduates . . . are called Sol- 
diers of God, ™ seats said. 


pr 
Gospel B 

Sources said a Protestant edge cuts 
through the VFCs and other AFP ethics 
seminars: For example, Ramos chose:a 
chaplain from the Protestant United 
Church of. Christ in the Philippines 
(UCCP) to instilethics into cadets train- 
ing at the Philippine Military Academy 
(PMA). And though senior PMA in- 
structor Lieut-Col Manue Tik 
the- REVIEW that. oes 
movement in the mil ary. 
Catholicism,” several A 
claim the Roman Catholic Church has 
lost military adherents because some 
Catholic clergy have “leftist associ 
tions.” 

UCCP general secretary Bishop 
Erme Camba told the REVIEW that 10c 
the 13 Protestant. chaplains in the mi 


eign-produced com books equating | 
communist i eology - h the “Anti 
Christ. a 
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RC seminars attract amay 
P] generals,” says Opus Dei infor- 
tion officer Ri agala. Opus 


ne a pe onl prelature ` 
Pope John Paul IL in 1982, also sanc- 


At another level, both in and outside 
€ military, another influence seems to 
spreading. S 


al newspapers have car- 
orts of extreme rightwing 


z via the Unification Church of 


` the- so-called 

“the strongly. anti-communist 
Ecumenical Inter-Faith Council 

her, often US-based missionary 
Politically motivated reports 
occasionally surface describing links be- 
these groups and some AFP fig- 


Pëbiiaiy,: some obro press 
ion focused in particular on 


rominent visitor ed ws liaising 


thes Sina retired U major: 


I pres m ay of 
laub’s meetings with opposition fig- 


res such as former defence. minister | 


n Ponce Enrile, but most diplomatic 
urces play down Singlaub’s influence 
Washington, especially in the after- 
ath of the Iran arms affair. 

‘om this, sources concur 
naries: stressing 


; become more> 


f support for ria communism] 
American missionaries,” says 
Bernas, Jesuit president. of 


University. And when asked by. 


VIEW about the political orienta- 

n of these often US-funded: mis- 

ies, “Roman Catholic Bishop 

isisco Claver said in January that he 

s parallels. with the Latin American 
erience. 

“Because the church there was seen 


toward liberation beara i 


roups are 


leagues in | 


ffer the 


aime Sin, for example spo eof Catho- | 
duty to “reject Marxist com-. 
int more likely to win | 


nism,” "avie 
ithe VFCs and oth 
“Goc -centred” soldiers 


‘Starting at the end of last. 

















'| The LDP widens i its base, 


but is not ‘nationalis 


he. 1986 elections for both’ houses of | 
the Japanese Diet ended in a land-. 


slide victory for the ruling Liberal 
Democratic Party (LDP) led by Prime 
Minister Yasuhiro Nakasone, Since 
then, observers of Japanese politics 
have been watching closely to see if this 


| will lead to significant changes , in. 


Japan’s political framework. 


Opinion is divided as to what sort of 


changes might take place. The econo- 


“mic commentator. Naoki Tanaka has 
suggested that a major party realign- | 


ment will bring middle-of-the-road par- 
ties such as the Komeito and the Demo- 
cratic Socialist Party into the: LIDP’s 
conservative fold, which will then split 
into two camps: one emphasising inter- 
national issues and the other stressing 
domestic concerns. 2 
Michisada Hirose, deputy chief 
editorial writer for the mass-circulation 
daily Asahi Shimbun, believes that the 
ex anded LDP will be racked. by. es- 
lating conflict between the new 
HibettaGan conservatism” . (which 





r 


the Japanese ec 
growth a struc 


-riculture ton 


electoral supp 
tilt in LDP politics 


Hirose refers to as the “ “Nakasone ap- | te 


proach”) seeking to invigorate society 
through free competition and the old 
“democratic conservatism” emphasis- 
ing income equalisation and the protec- 


tion of disadvantaged individuals, busi- |, 
nesses and industries. operating under. | 


adverse conditions, and depopulated 
regions regardless of international fric- 
tion or pressure. 

Nakasone’s the 


statement that 


~LDP’s election victory was due to the 


party’s new support from urban voters 
has led many observers to predict that 


‘the conflict of interests between urban 


and rural dwellers will finally become a 


factor in LDP politics. Conventional |. 
wisdom has it that the ruling part > 


heavily dependent on rural support. 


i latest election results show the LDP n 
xpanding its support among ürban 


salaried workers, giving rise to specula- 


on that the party will split internally: 
over whether to emphasise urban or |. 


rural interests. 
< Each of these views focuses on the 
possibility that the swollen LDP, oblig- 


ed to represent an even more pluralis- : 
tic range of interests, will ultimately find 


itself unable to function as a single poli- 
tical party. There has been virtually no 
suggestion that the fundamentally 


| pluralistic LDP will evolve into a politi- 
}-cal grouping bound by a narrow ideol- |), 
ogy: Although the LD is commonly re- |: 

ferred to as a “conservative” party, it | 


has pursued essentially” progressive 
policies, as is apparent from its role du: 
1950s and 1960s when it piloted 


Teferred 





hen these points are strung to- 
to serve the cause of a specific 
i scarcely orthodox) interpretation, 
at emerges bears little re+ 
ln to the actual Japanese politi- 
cal and ideological climate. 
The REVIEW. erts first -of all incon- 
fusing statements by L 
bers. with 
cabinet. Jap be 
tion, freedom 


heir individual capacities. 
~The LDP as a pluralistic party. ‘Thi 
naturally includes people across a w 
spectrum of v ats Examp 











nistaken impression | 


neces ary r conservative interests to 


{h essives’ de- 


vofunit- 


asamemberofthe. | ple 


isted on; retainin i 
d haye inevitably reflected on the 


al'stance of the Nakasone admin- 


ion. Thus the prime minister de- 


ed to resolve the issue by dismissing- 
jio; which in turn drew criticism from: 


the country’s rightwing elements. 


" Fujio, the issue” 


‘the decline it 
has extended its power b 


se BnS group S 
‘mainstream within t 
“servative ¢ 


p but rather because these 
people fe 
n their influence as the 


< Similarly, Kamei’s Doshikaiisnotan | th 


official- party organ but an informal 
_ caucus of Diet members. The LDP, like 





i pr ident, Naka- 
to react to the exis- 
ffering viewpoints 
vithin. his p: ordering 
oshikai disbanded, for ex 
ple, it would be a ible sign 
of totalitarian tendencies. But 


rule and party mem 

bers are bound by these deci- 

ions, but there is active discus- 
sion. of the diverse viewpoin 

| that exist within the LDP before 

<a policy is decided on. This is a 

gn of the soundness and matur- 

not the frailty, of the Japan- ` 





-cse democratic system. 


To base a discussion of Japanese po- i 


“fitical and ideological trends on unoff 
cial statements by just a few politicial 


is to distort the situation. The REVIEW 


COVER STORY is guilty of this error. 
Of greater interest to serious obse 


t vers of Japanese political trends are the 


| conflicts —- of interest rather than of 


ideology — that can be expected to split 
DP supporters in the near future, — 


‘he pragmatic policies pursued by- 


-F the LDP since the 1960s have suc- 
(| ceeded, with the result that the progres- 
¿| sive opposition ideologies have lost 
-1 most of their influence. In a way, it is 
ironic that the ruling party should ex- 
perience a major upheaval in its base of 
| support at just such a time. Yet, since 
the ideology of the Right derived its 
meaning from opposition to the ideol- 


gy of the Left, it is natural that the de- | 
ine of the Left should result in. a 
akening of the Right. In short, when 


“ganisations suppo 





to lower the ratio of direct taxes to total- 


tax revenue, which-is extremely high by 


| international standards, The new indi- 


rect tax is seen as disadvantageous to 
mall businesses, traditionally a major 


‘source of LDP support, and there is 


mounting dissatisfaction among the or- 
individual LDP 
Dietmembers. 

On the other hand; it is claimed that 
the tax would aid white-collar workers, 
a group that Nakasone says came into 
the LDP: fold.in the: 1986 elections. 


‘Moreover, though: the labour unions» 


oppose the new tax consistent with their 
support for the opposition parties, it is 
thought that the new system would ac- 
tually benefit union members. If-these 

yreassess theirtradi- 


political 


t things, the 





creasingly threatened by 
LD 








be a divergence of 


widely known for 
narrow domestic n 

of international. hart 
Nakasone makes freq 
the establishment of a 
tity,” itis clear 
achieve this go 





ta mentions, pro’ 
ment of an ink 


th the cooperat 
s knownas the Kyoto School. 


It does not follow from this, how- | 


stakenly. 
ool isoa 
tic anthropology 


oe vde ot 


ic 


‘the following remark: 


\sia’s diversity is sustained by the 
historical differences, and the w > 
cultural traditions. Thus, it is notus 


‘to paint things in clear brushstr 


black and white. Rather, mo 
are willing to accept diversity 
sity, and to live and let live.” 


ms. a follower of 
logy. 1 








Yes, we have no bomb 


A Pakistani scientist denies nuclear device claim 


__ By Nayan Chanda in Washington ; 
purported. interview published in 
“athe London-based The Observer 
newspaper, quoting the father of Pakis- 
tan’s atomic-resea programme as 
Saying Pakistan has’a nuclear device, 
has raised problems for Washington in 
providing Islamabad with a large aid 
package. But the administration’s de- 
_Sire to keep Pakistan on its side in chal- 
_lenging the Soviets in Afghanistan is ex- 
pected to outweigh 
ofer 


d by advance warning of 

article, urged Islamabad to try and 
op its publication. The US administra- 
eared that the article, said to be an 
srview with nuclear scientist Abdel 
uld jeopardise its Pakis- 


said the Observer has “attributed to me 
false and concocted statements, and 
‘some of my remarks have been taken 


ut of context to mislead the world into, 


relieving that Pakistan possesses a nu- 
lear weapon and that we have enriched 
anium to 90% or more. As I have so 
en publicly stated, Pakistan’s nuclear 
esearch is solely aimed at the enrich- 
nt of fuel-grade uranium for our fu- 

ure power reactors.” 
(In Islamabad, Khan said he had. 
nly met Indian journalist Kuldip 
ar, the author of the article, socially 
denied giving any interview to. the 
ress. He accused Nayar. of unethical 
aviour. A government spokesman 
aid there had been no change in Pakis- 
an’s stance on the nuclear question: He 
eiterated Islamabad’s willingness to 
gn the international nuclear Non-Pro- 
feration Treaty [NPT] simultaneously 
with India and said Pakistan’s refusal so 
ir to accept full: nuclear. safeguards 


However, they said the 
ignore it publicly o 
han’s denial. On the 


ts strategic plans, the sources said. ` 


The REVIEW has learned that despite 
reservations among some US officials, 


‘the administration has asked congress 
‘to grant Pakistan a second six-year 


waiver to legislation passed in 1977 


-which bars US aid to any country that 


delivers or receives unsafeguarded nu- 


clear-enrichment or reprocessing equip- ; 


ment. The administration has ‘also 
asked that the congress remove all other 
restrictions on gid to Pakistan, such as 
legislation passed in 1985 that would cut 
off aid if Pakistan was found to possess a 
nuclear device. 

The 1977 legislation, known as the 
Symington Amendment, was first set 
aside in the case of Pakistan in 1981, a 


year after the Soviet invasion of Af- 
ghanistan. The need to bolster Is- 
lamabad against a possible Soviet threat 
from Afghanistan took precedence over 
Washington's nuclear-proliferation con- 
cerns. 

While submitting to congress a re- 
quest for US$4.02 billion in aid to Pakis- 
tan, to be delivered over six: years, 
Richard Murphy, assistant secretary of 
State for Near Eastern and South Asian 


| affairs, stressed that “Pakistan remains 


as vital as ever to the prosecution of a 
successful policy of opposition to Soviet 


| aggression.” 


It is perhaps an awareness of its use- 


| fulness to the US that has led Pakistan 
_| to:pursue its nuclear programme with- 


out fear of retaliation. But if the Khan 
interview is to be believed, Pakistan 


| may be moving a step closer to declaring 


itself a nuclear-weapons state. “They 


uld never produce the bomb ani 


‘| [nuclear powers] told us that Pakistan 
they 








ause: Western companies 
ged us to buy their equip- 


has taken observers by 

there h een many 
progress in 

‘oject, 

ab ies 


ly had a nuclear device. A w Ore. 
the Observer article, Leonard Spector | 
of the US-based Carnegie Endowment 
for International Peace and a leading 
nuclear-proliferation specialist, told 


the REVIEW that on the basis of what hd 
‘had learned from US administration 


sources: “Pakistan now has the compo- 
nents for its first nuclear device:” He 
said that Pakistan has enriched uranium 
to. more than 90%, tested’ a trigy 


| E 
device and acquired the capability to. 


uce all of a nuclear device's compo- 


~ oweyer, Spector said that because 


sonly at a stage where it has 


|S.administration officials do, how- 
ver, say they are concerned. In the 
most explicit statement on the subject 
so far, departing US Ambassador to 
Pakistan Dean Hinton said in a speech 
in Islamabad on 16 February that there 
were “indications that Pakistan may be 
seeking a weapons capabili ae 

Hinton remind i 
1985 congressional: | 
made continued US ance contin- 
gent upon certification by the US presi- 
dent that Pakistan “does not possess a 
nuclear explosive device.” He added 
that “it is open to question wheth 
the president could so certify. were he | 
to- conclude that Pakistan had:in hand, 
but not assembled, all the needed 
components for a nuclear explosive de- 
vice.” e : “a wa a 

The question arises as to why Hinton 
issued such a public warning while 
Washington was seeki 
Symington Amendm« he answer, a 
US official said p ly, is that Hin- 
ton’s speech | 


demonstrate to the Democ 
led congress and its n 
advocates that it is ke 








arning Pakistan not: 


sar weapon and thus 
to > da the same, Hinton was 


und 0 fe effect thé Hinton Secch might. 


on: congress: Stephen © Solarz, 
chairman of the House Chin wd the 


most serious ques- 


ions both about Pakistan’s nuclear pro- 


bout ‘the adequacy of 


ident’s determination last Oc- 





ficials are puzzled as. to what 
han might have had in g anting 
ew, especially to an Indi; 
As the interview was said to 
have been in late January when tension 
-was high along the Indo-Pakistan bor- 
der, it might have been aimed at warn- 
ing India, one official said. One admin- 
|. istration source traced it to Khan’s per- 
_| sonality. A brilliant nuclear scientist, he 


_credited with setting up: the enrich- 


plant in Kahuta based on blue- 

len from the Netherlands. 
|. According to several administration 
| and outside specialists Khan is known 


| for his tendency to boast. “He has an | 


- ego- problem. He wants to be-interna- 
nally recognised,” said an official. 
Dr Strangelove is an exact characteri- 
the man,” the administration 


dline ove 


| clear de 


| instan 
| tion: 


pecu! t 

about having a nu- 
pight either have been 
made with: 
might have fected some bureaucratic 
conflict. Two"years ago, faced with the 
possibility that he would be transferred 


to adifferent job, Khan gave a press 
interview about what he said. was. Pa- 


kistan’s growing capability to produce 
a nuclear weapon and he became an 
ero and preserved his posi- 


Ttr is also possible that Khan might 
have been trying to mobi ublic 


opinion against Pakistan. signing the 


PT under US pressure. Failing to stop 
Pakistan’s nuclear-weapons program- 
me; the US has recently taken a new ap- 


“proach by asking Pakistan to unilater- 


ally sign the treaty. In the past, Wash- 
ington acce pea Pakistan's argument 
that both India and Pakistan should sign 


| the treaty at the same time. During his 


recent trip to Pakistan, US Under Sec- 
retary. of State for Political Affairs 


, Michael Armacost argued that by sign- 
| ing the treaty Islamabad could still 
| Keep its nuclear options open and yet re- 
| Move a major irritant with the US Con- 


the seam itisa matter of pride Asa 
| US administration official put it: “They 


don’t want- to appear wimpish Py bein 
the first to sign he NPT. ? i 
Pakistan also’ resents. being the 
object of US pressure while Israel is 
idely believed to be building a clan- 


_destine nuclear arsenal and India carries 


on enrichment in-unsafeguarded react- 


vors. “We will sign the | NPT the day you 


get Israel to sign it,” a senior Pakis- 
tani official recently: mocked a US legis- 
lator. Pakistan has NPP rin said 
that it would sign t if India did 
80. 
However, oth 

clear fuel supply to a for us 
US-built. reactor, Washington's: ap- 


; proach has been to hold the threat of 


cutting. off all aid if India exploded 
another device and call for a regional 
non-proliferation agreement. “Both 
[India and Pakistan have: nuclear- 
weapons capability. The issue- is how to 
manage them, said a senior admini- 
stration official, who feels that “it has to 


` be settled 


Pakistan. t call 


id, referring to the Observer's | cate 


Ẹrnal politics in mind or | 














Indo-Pak normalisation 


. hurdles outlined 


By Salamat Ali in New Delhi 
resident Zail Singh listed Ind 
three main obstacles to normal 
tion wit Pakis 


session of ‘oasis! 
vice to outline ) 
Pakis 


15 acq 

and its apport tos 

the Indian state of F 
enti Pru he 


est ARANA statements 

on relations with its western ty 
Some analysts have argu 

presidenti Addes had Ser 


ns to help it bomb Pakistar 
cilities. New Délhi bns i 


programme: at y l 
the appropriate time. When: some opp 
sition members argued that Pakistan's 
bomb was around the corner, 
said the government respected the | 
ple’s sentiments arid that if Pa i 
make a bomb, India would take 
at that time. 

_ However, thou h the Ing 





seemed highly unlikely jel 
would announce any review of its nu- 
clear programme objectives: as a re- 
sult. 

|. Tiwari told parliament on 27 Feb- 
“ ruary that it wanted the US congress not 


-to continue its waiver for Pakistan of- 


the Symington Amendment, the rider 
which blocks US aid to countries en- 
aged in nuclear weapons research. 

` Both India and Pakistan insist their nu- 
clear programmes are entirely peaceful. 

Zia has often said his country will 
sign the nuclear Non-Proliferation 

- Treaty (NPT) and subject his nuclear 

“establishments to international 
safeguards, provided India does the 

“same. Alternatively, it can join India in 
a regional treaty to make the Subconti- 
nent free of nuclear weapons. 

The third. alternative could be a 
Indo-Pakistan agreement renouncing 
nuclear weapons production and open- 
ing- all nuclear research and production 
facilities to inspection by the other side. 
India — with a much bigger and far 
more advanced nuclear programme — 
‘has two arguments in response. 

. First, it is not prepared to accept the 
argument that certain countries can be 
trusted with nuclear 
weapons and others cannot. 
Second, in terms of nuclear 
curity, it has to worry not 
erely about one. neigh- 
r, Pakistan, but also 
bigger nuclear.. 
power, China, on its bor- 
der. 
A verbal agreement be- 
tween Gandhi and Zia not to 
attack each other’s nuclear 
establishments was an- 
nounced in December 1985 
but a formal one is still 
awaited. ; 
<o The second hurdle, Pakis- 
tan’s.. arms-acquisition. re- 
lationship with the US, is con- 
sidered by India fraught with serious im- 
plications for its security. Zia has always 
argued that since he had never objected 
and had no objection even now to In- 
dian acquisition of a far bigger arsenal 
from the Soviet Union and other sour- 
ces, India should not object to how 
“Islamabad. meets its own defence 
needs. 
-In fact, he has often argued that gen- 
-erals from both sides.could sit down to 
determine.an acceptable level of mili- 
tary deterrence on both sides and lay 
wn what each side needed in terms of 
numbers of men underarms and the 
level of weaponry needed for legitimate 
self-defence. TITR 

The new Indian budget (page 82), 

announced on 1 March saw defence 
‘spending gaining the most. 

During his eve-of-the-budget session 
to his. parliamentary party on 22 Feb- 
ruary, Gandhi had said about the infor- 
mial talks that from “what I said to him, I 
have every hope that the problem of ex- 


New Delhi | 


y 


ave on our border w 


but cooperate in sealing up the Punjab 
border if India concluded that it could 
thus deal effectively with terrorism and 
smuggling. 

Against a backdrop of continuing 
Sikh terrorism largely blamed in India 
on Pakistan’s support for separatism, 
the two statements had raised hopes for 
the removal of at least one main hurdle 
to normalisation. However, the op- 
timists did not seem to have taken into 
account the complexities of domestic 
compulsions that steer both countries’ 
foreign policy. 

Pakistan had proposed to India a 
package deal committing the two coun- 
tries to renunciation of overt or covert 
support for secessionist movements in 
both the countries before Zia’s informal 
talks with Gandhi. 

Zia repeated the offer to Gandhi 
during his visit. But it seems that some 
deep thinking will have to be done be- 
fore the proposal turns into an agree- 

ment. During numerous re- | 
cent Indo-Pakistani ex- 
changes, Indian diplomats 
have claimed concrete proof 
of Islamabad running eight 
Sikh terrorist camps in 
Pakistan. 
Islamabad had counter- 
claimed equally concrete | 
proof of India running 37 
similar camps in Rajasthan | 
for Sindhi separatists. Pakis- 
tan also has complained that 
Pushtoonistan Day was ob- | 
served each year in New 
Delhi, and though no Indian 
official ever attended par- 
liamentarians of the ruling 
party were enthusiastic par- 
ticipants. Pushtoonistan is the demand 
for secession of Pushto-speaking areas 
of Pakistan. 

Zia’s offered package is for Pakistani 
commitment against Sikh separatism in 
return for India’s reciprocal commit- 
ment to oppose separatist movements in 
Sindh, Pushto-speaking areas and | 
Pakistan’s Baluchistan province. 

The current positive factor in the 
traditionally adversarial relationship is 
the Pakistani appreciation that Gandhi 
— being free of most of the traditional 
antipathies — is their best bet for nor- 
malisation. 

The two countries seem to be in a 
hurry because of their understanding 
that any significant loss of time could 
further entrench the bilateral relation- 
ship in the same old groove. But it is not 
yet clear what significant steps they 
propose to take beyond agrecing to the 
remaining military withdrawals from the 
borders and re-starting the stalled dialo- 
gue at the foreign-secretaries level.» g 
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THE FINEST SILK, FINISHED BY HAND. 
A DUNHILL TIE BY TRADITION. 








At Dunhill the studied art of the craftsman has always been seen as an essential of good 
design; whether the material worked is of finest silk, a precious metal or subtle spices. Dunhill has become 
a hallmark not just of inherent British values but of quality the world over. 


Tie Dunhill Tie. In both cut and design it is a true celebration of the tie maker's art. All the ties in the 
range are made in Italy from 100% silk and are hand-stitched. This means that they hang better and always regain their 
excellent shape after being untied. And all show the Dunhill symbol as a discreet reminder of their pedigree 
ALFRED DUNHILL’S PHILOSOPHY a 
IT MUST BE USEFUL.IT MUST WORK DEPENDABLY. IT MUST BE BEAUTIFUL 
IT MUST LAST.IT MUST BE THE BEST OF ITS KIND 
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By Anthony Rowley in Hongkong 


Tokyo, Hongkong and Singapore — to which must be 
BP added Sydney and Melbourne as Australia moves 
further into the Asian orbit. Not by coincidence, of these 
cities four are also the financial capitals-.of the region and in- 
creasingly their property markets are being viewed in the 
same way as their stockmarkets — as places to invest. 
| > As exchange control and other restraints on ctoss-border 
| property investment disappear (or, at least, are reduced), so 
| it is possible to do a straight comparison of yields and to de- 
cide whether it is a better proposition to buy.an office or resi- 
dential block in, say, Sydney rather than in Tokyo, Much the 
ame applies to investment in the shares of property com- 








ianies listed in the various capitals. 
Money flows where yields are h 
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| Real-estate ena flows to financial sapka 
-~ Aconcrete trend 


\ T here are three main property-market centres of Asia — 


ighest and at present the 
flow is towards Hongkong, where perceived. political risk 
has until recently held down prices while rentals continu- 


THE REGIONAL PICTURE 
Prime office rentals, Jan, 1987 — mooy ena (mrimonth) A : 


TOKYO ag Hongkong ~. 
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ed to rise, Traditionally, the inter-flow of capital in thi 
erty market has been greatest between Hongkong and. 
pore as Overseas Chinese and other investors hedged r 
maximised opportunities in one capital or the other. 
_» These individual investors are being joined increasin 
nowadays by institutions from Japan and Australia who. 
gard Hongkong and Singapore as alternatives to To 
‘Sydney for real-estate investment. The same applic 
verse to investment from Hongkong and Singapore i 
Australian (plus North American and European) mar 
‘though not yet into Japan to any significant extent.» 
Just what impact all this will have ultimately on 
prices in the four capitals (and in some of the smallere 
such as Kuala Lumpur and Bangkok — not to mention’ 
and Seoul — as regional investment spills over there, to 
< mains to be seen. In the short term, it could introducea 
er element of volatility into prices.of office and res 
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In Singapore, yields are 
in the 4-5% range, despite 
the gross- over-building 
“which has gone on {im the 
“hotel sector in particular) 
and this again points to de- 
poe prices more than to 
uoyant rental levels. The 
difference with Hongkong 
-ig-that, whereas prices are 
rising in the British ter- 
ritory to compensate for 
-what is seen as an over-dis- 
counting of political and 
economic risk, there is lit- 
‘tle evidence that the mar- 










‘real estate to be under- 


Office rentals in Kuala 
Lumpur are now the lowest 
n the region — an indi- 







ket yet perceives Singapore: 


At present, there is anything but uniformity among 
prices, rentals and yields of commercial (office) property 
throughout the region. Despite rentals which in Tokyo are 
vastly higher than just about anywhere else, yields are a 
meagre 2% or so — an indicator of the astronomic cost of 
land in the Japanese capital. Rentals in Hongkong, on 
the other hand, are only half the level in Tokyo (and lower 
than in-Manila), yet yields are currently in the 10% range. 
“The corollary is relatively low purchase prices in Hongkong. 





| ASIAN PROPERTY INVESTMENT YIELDS (1986) | 
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returns match the currency risk in the Australian dollar. 
Rental levels in China, meanwhile, continue to be influ- 
enced by acute shortages of supply (certainly in Peking) 


more than anything else. 
A major-differential, how- 
ever, has now arisen in 
rentals between Peking and 
‘Shanghai. 

The following. FOCUS 
surveys in detail the 
property markets .of a 
dozen major and minor 
capitals of the region. It 
examines the trends i 
prices, rentals and yiek 
for commercial, residen- 
tial and industrial pro- 
perty in each. The pros- 
pects for investing in 
property-company shares 
in the . principal. mar- 
kets.of Hongkong, Singa- 


pore, Tokyo. and ..Syd- 
ney are also -assess- 
ed. 





























| Moving up again 
ias the market 
| discounts 1997 


By Anthony Rowley in Hongkong 


Hongkong property market decided recently that 
ë risk of 1997 and all that is more than discounted in 













































current yields available on commercial (office) build- 

ings, and reacted. upwards accordingly. With net income be-.- 
0% of the purchase. 
i realy yields; in Hongkong are ro ghly.double what is 


fore tax on such investments returning 9 


available gapore or Australian commercial prop- 
erty mar’ én allowing some premium for political risk, 
that still appears to leave scope for Hongkong values to rise. 
However, the equation is 
- ecoming more complex. 
-avents such as the conserva- 
tive reaction against | 
“bourgeois liberalism” in 
China could well widen the 
risk premium demanded by 
local: and foreign investors in 
the Hongkong property mar- 
ket, Aud the extreme volatil- 
ity in local interest rates im- 
plied by the Hongkong Gov- 
' ernment’s determination to 
hold the exchange rate 
against a see-sawing US dol- 
lar, threatens to make ra- 
-tional calculations of yield 
very oe fi 
Hongkong’s property | 
| market ray s be fhinded by 
‘| bank borrowing to quite the 
od same extent as is evident else- 
<| where but it is ultimately sen- 
“sitive to rate shifts on bor- 
rowed funds — as became 
nainfully evident at the end of 
981. At that time, the Hong- 
ong dollar prime lending 
rate rose by leaps and bounds 
from around 6% (roughly the 
current level) to.20% as the. 
government strove vainly to 
control the money supply and 
to support the currency. Commercial property yields dectined 
from around 10% to nearer 5% in a matter of a couple of 
years and the market went into a tailspin (REVIEW, 9 Oct. °81). 
Admittedly, with the Hongkong dollar under speculative 
upward pressure at present, the outlook is, if anything, for a 
further decline in interest rates. But the interest-rate envi- 
ronment, both locally and internationally, is likely to be any- 
thing but stable during 1987 and that is not good for the prop- 
erty market. This does not seem to bother the market for the 
moment. According to Jones Lang Wootton (JLW), com- 
. mercial property values (based onan index of grade A, B and 
C office space) rose by a se 12.5-13% during the final 
“quarter of 1987, reducing yields re around one percentage 
< point: That still left them in the 9-10% range on total pur- 
< chase cost with the return on equity (assuming that 70-75% of 
-a purchase is funded by borrowing) at nearer 25%. 
- The yield gap in the office sector has been steadily grow- 
































HONGKONG’S PRIME 


a a se i. Average take-up (1981-86) 
Sources: Rating arid Valuation Dept, i Jones Lang Wootton. 1 





ing since the beginning of 1986 when rentals bggan a marked, 







upward ditb, while capital values remained al a 
until October, At some point the market had te.take not 
that and reduce yields. It has now done so, though the 
mains much greater than in recent years. The reason 
climb in rentals throughout 1986 was the present è re 
tightness of the market with vacancy rates for Grade Asp 
at an historic low of around 2.5%. JEW reckons that 
cancy rate will rise this year and next, to reach maybe 
by the end of 1988 as new buildings come on stream. 
is still only around half the vacancy rate seen at the bottor 
of the property-market slump during 1983, but even s 
implies some softening in rentals and greater choice 
tenants. 

The cheap-money policy forced upon.the Hongkon 
banking system at present by the exigencies of the exc 
rate policy might, in some circumstances, have 

ed to trigger a property boom such as that seen du 

1970s and early 1980s in the low-interest rate enviro 

that time. But there are new restraints nowada 

the political uncertainty which must inevitably per 
the run-up to 1997, but also in the more tangi le cr 
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| economic growth, 
| back of global trade. restraint. 
|. JEW suggests that new of 
| fice space coming onto the: 
| market during 1987 will be 
| .considerable, though not su 
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especially during dhe first 
of the year. New Grade 
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REVIEWDIAGRAM by Ricky Hai ager 
around 2.7 million net ft2, with more 
the Central business district. The 

















IEE 
e- nancial Square on Queensway, will come on stream in mide 


1987 and Exchange Square I around the end of the year, The 
Shui On Centre and Harcourt House will, meanwhile, boost 
the space position in Wanchai, and ‘Tsimshatsui (where 
cancy rates-are currently the lowest in Hongkong) will get 
first new Grade A office development since the slump of | 
This implies some reduction in the levels which offic 
rents have been driven to as occupiers have experienced dj 
culty. finding space for expansion, especially where areas 
over 20,000 ft? are concerned: Rentals in general are by no. 
means back to the grossly inflated levels they reached inthe | 
property boom of 1978-81, but they have recovered a goo 
deal of the ground lost during the subsequent market crash, 
‘Space in Hongkong Land’s Exchange Square co 
«(Towers I and ID), for instance, lets for around HK 
USS3. 71-3.84) per ft2 per month net, which is HKG bor so. 































above the offered levels when the building was completed a 
couple of years ago. But it is still well below the HK$40 or so 
predicated when the building was planned and the site ac- 
quired at a very high cost. Only a substantial write down of 
Exchange Square’s costs in Hongkong Land’s books has en- 
abled it to produce a viable yield at current rental levels. 
Office space in the Landmark, another prime Cen- 
tral development by Hongkong Land, currently lets for 
- HK$24-26 per ft? (in 1981 -the range was HK$30-35) 
and other Central: properties, such as Bank of America 


Tower, can command HK$24-25. The Great Eagle Centre | 


| onthe Wanchai waterfront asks rentals of HK$15-17 per 
ft, while commercial developments in  Tsimshatsui 
ast. on Kowloon: side demand rentals of HK$19-21. 
The race to. build 
er taller and ever 
more. prestigious office 
blocks in Central ap- 
pears to be near its end 








n Road will add 1 million ft? or 
Central inventory,.250,000 of which the BoC itself will oc- 
cupy with the rest being let. And Standard Chartered Bank’s 
new headquarters will shortly begin to rise alongside the 
Hongkong and Shanghai Banking Corp.’s new citadel of 
steel and glass in Queen’s, Road Central. But Standard will 
occupy the whole building. 


eanwhile, the nature of the Hongkong market is chang- 
M ing in terms of ownership of commercial buildings. 

Overseas buyers have been more dominant than local 
ones in recent years, being apparently less wary of the risks of 
the Hongkong market than locals. (Ironically, locals tended 
to prefer buying real estate in North America, Australia and 
Europe as a hedge against the political uncertainties of the 


PRICE INDEX FOR PRIVATE DOMESTIC PREMISES 
IN HONGKONG (4th Quarter, 1979 = 100) 


E oreg Ta i Overall 





now as Hongkong Land 
-- still regarded as 





being by far the best de- 
-veloper and ‘the best 
i Tandlord in town — be- 
gins to draw in its horns 








as 1997 edges nearer. 
After Exchange Square 
| HI may come a redeve- 
= lopment of the General 
» Post Office site on the 
| Central waterfront, and 
Land is still talking of re- 
developing the Bank of 
Canton site and adjacent 
plotsin Ice House Street. 
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back into the Hongkong office market. 


kong’ property has shifted from individuals 


property market since Guardian - 
Royal Exchange (another insurance 
company) bought a building in 
Happy Valley during the early 
1970s. 
; The latest purchase is a “user-re- : 
“lated” one in the sense that Sentry 
insurance, whose Hongkong opera- 
tions were bought by National 
Mutual in mid-1986, bought Car- 
rian’s insurance subsidiary, China 
Underwriters, and Sentry now oc- 
cupies two of the Tian An Centre’s 
- 4 floors. Even so, the deal is seen as 
eralding a move by overseas in- 
stitutions into Hongkong property 
for straight investment purposes. 
There has been some recent Japan- 
ese interest in the Hongkong mar- 
ket, though mainly by individual en- 
trepreneurs rather than by Japanese 
institutions. Mitsubishi did, how- 
ever, buy space in the Admiralty 
Centre for its own use and NCR has 
urchased two floors of the Shun 
ak Centre, also for its own use. 
Institutions tend to be cautious 
and they have viewed the Hongkong 
| property market as having been very 
volatile in the past. However, as 





At the same time, the nature of overseas buying of Hong 


Chinese and others) to institutions. JLW sees signs of “seri- 
ous institutional money” coming into the Hongkong market 
from overseas. The recent purchase of the Tian An Centre 
(formerly the Carrian Centre) in Wanchai by National 
Mutual Life Association of Australia for a sum of around 
HK$450 million was the first big institutional deal in the local 


(Overseas 








LUXURY RESIDENTIAL UNITS 


IN HONGKONG 


{Take-up trends and forecasts) 


REVIEWDIAGRAM hy icky Hui 


Hongkong and as insurance companies need to match 1 
liabilities and their assets, it is probable that more of them 
will get involved in Hongkong property as well as in stocks 
and bonds in future. Some analysts see the Hongkong Land 
company as having become a straight property investment 
trust now that it has hived off its food operations and is abo 
to hive off hotels. So Hongkong Land shares, too, can be 

































expected to become increasingly at- | 
tractive to local institutions such as- 
insurance companies. 

In the residential sector ot iss 
Hongkong property market, 
yields look attractive, Luxury 
ments (of more than 1600-1 
in area) currently yield 10-12%, 
cording to JLW, again making 
attractive to investors as well a 
users. The present yields reflect 
fact that while prices have gen 
stabilised at this end of the m 
rentals have continued to mo j 
wards. Prices might-thus be expe 
ed to move up again in the ne 
term, though with over 1,000 new 
units of 2,000 ft? due to come on 
stream during 1987 (mainly om the | 
south side of Hongkong Island). f 
scope for price appreciation may 
limited. 

Although the luxury seetor of t 
Hongkong market repres 
perhaps only 3% or so of the total. 
residential market, it tends to ate 
tract an inordinate degree of atten 
tion, probably because of the as 
tronomic rentals and prices whi 
luxury property reaches in b 


































































whole of Hongkong Land’s residential property 

im of HK$1.3 billion during 1986 attracted a good deal of atten- 
ion, though: there have been signs since that Bond may be 
isposing of at least parts of the portfolio piece by piece. 
Much more important to the average Hongkong person 
han mega-deals of this kind has been the fact of very low in- 
erest rates (courtesy of the Hongkong dollar’s link with the 
US dollar). This, plus virtually full employment and rising in- 
comes in Hongkong, explains why, according to JLW, the 
-proportion of Hongkong households which can now afford to 
purchase propery has virtually doubled since 1980. 

Winfull Laing & Cruickshank Securities notes that in the 
irst nine. months of. 1986 some 39,400 sale and purchase 
agreements were registered forresidential property in Hong- 
kong with a total value approaching HK$33 billion. Al- 
ough this was mainly a rise in value rather than volume 























portfoliofora 


gistrations was 80%- 
itical fears were 
essed. Local in- 


quarter of 1986, especially the resale market, according to 
property consultants Vigers Hongkong. 

In the industrial sector, both prices and rentals staged re- 
bounds during 1986 after falls seen in 1985 according to 
J. Wilburn & Associates. While supply of industrial units was 
“ample,” the fact of.an increasing take-up meant that prices 
and rentals (though temporarily weak during the second 
quarter of the year) remained firm. Demand has been con- 
centrated mainly in the areas of high-quality industrial build- 
ings and in small units; The generally firm tone of the indus- 
trial property market is seen by. J. Wilburn as a positive indi- 
cator because. the sector isso closely geared to the health of 
the Hongkong economy overall: 










































| Prospects look 
good for the 
Otel industry 


y Emily Lau in Hongkong 
he future of the tourist and hotel industry in Hongkong 
ntil 1990 looks encouraging. By then the number of 
| hotel rooms will have increased by 50% to almost 
0,000 and the hotel-occupancy rate is forecast to be 70-80%. 
yccording to Hongkong Tourist Association (HKTA) fig- 
res, there were 3.73 million visitors to Hongkong last year, 
n increase of 10.8% over the previous year. The HKTA 
‘orecasts a conservative annual increase of around 6% for the 
xt four years, which is a drop fromthe annual increase of 
round 9% for the past 10 years. 
Ithough 2,000 more hotel rooms came on stream in 
, the hotel-occupancy rate reached 85%, only 3% lower 
the previous year.;The HKTA estimates the occupancy 
this:year will be 80%, tapering off to 75% in 1988 and 
1%. in 1989-90. If these estimates prove correct, they will 
till provide a healthy business for the hotels. Occupancy 


as been the norm in the past 10 
Cars... 
-Realestate consultants Jones 
ng Wootton (JLW). believe that, 
ring. world: recession or. other 
major upheavals, the prospects for 
otel industry: in Hongkong are 
ly brighter. than for most 
Asian cities: Although 
hotel occupancy. rates. are 
cted to fall, they should remain 
ignificantly above. the break-even 
oint, which some industry sources 
ut at 65%. JLW said Hongkong 
ould probably see a more competi- 
ive situation in the hotel: market by 
988, with average occupancies fal- 
ng to 77% and below. 
‘There was a 14% increase in the 
ber of tourists from Japan and 
est European countries in 1986, re-. 




























THE TOURIST FACTOR 


(Ten-year visitor arrivals) 


flecting the strength of their currencies. China’s opening up 
to trade and tourism has had a marked impact. The HKTA 
estimates that around 20% of the visits. by tourists to Hong 
kong are China-related. Winfull Laing & Cruickshank Secu 
rities said 54% of the estimated 3 million foreign visitors to 
China in 1985-86 passed through: Hongkong, compared with 
40% of the 765,000 visitors in 1982. It said the extent to which 
Hongkong will benefit from the China market depends on 
the extent to which China’s own. airline, CAAC, opens up © 
new overseas. routes that, would enable.it to bring tourists — 
directly into the country. , : 

‘Since the signing of the Sino-British joint declaration in 
1984, in which Britain promised to return Hongkong to 
China in 1997, an increasing numbers of officials and visitors 
from China have come to the territory. Many of them cannot 
afford to stay in high-tariff. hotels (unless paid for by. their 
hosts in Hongkong) and are booked into a growing number 
of hostels, serviced apartments.and hotels owned and operat- 
ed by China-based organisations, such as the Harbour Hotel 
and Hotel New Harbour, both owned by China Travel 
Service. In July, China Merchants Steam Navigation Co. 
will open a 288-room hotel in the Western district of Hong- 
kong. 

In total, 21 new hotels are likely to be built in the next four 
years, providing over 9,000 rooms. Most of.these.are at an 
advanced stage of planning, but some developers may still 
change their minds and abandon the project. Sunshine Secu- 
rities Co. said last year’s forecasts of a serious oversupply o* “ 
hotel rooms and a resultant. drop in occupancy. rates in the 
next few years may be too pessimistic. It said some hoteliers 

ina ‘cried wolf and have succeeded. in 
frightening away some would-be in- 
vestors. 

Last October's sale of the 800- - 
room Hongkong Hilton Hotel. by 
Cheung Kong Holdings to Hong- 

“kong Electric for HK$1.3.. billion 
(US$166 million) gave an indication 
of how much hotels are worth. Isaac 

. Sofder, research manager of Sunshine 

Securities, said the Excelsior Hotel, 

which has been on the market for some 
time, would be. floated off from 

Hongkong Land ‘together with the 

Mandarin Hotel as part of the Man- 

+ darin Oriental hotel group. Sofaer 

_ said hotel stocks are trading at attrac- 
tive yields and higher than. average 
discounts to their net asset values. He 
said positive factors about the. hotel 

„industry are certain toemerge asare- 

sult-of the Mandarin Oriental-flota- 
tion group early this yea 










































[F otels price war 
[worrying result 
|of property glut 


By Nigel Holloway in Singapore 


he most eye-catching statistic on Singapore's property 


cheapest in the world. 


Publicly, Westin’s rivals say that the US firm is “prostitut- 
min the blood- 
| i on less polite; | 
© ointing to the fact that state-owned Singapore Airlines and“ | 
“the Singapore Tourist Promotion Board (STPB) own 5.37% 
and 1,49% respectively of the $$1.3 billion Raffles City com- 
plex, which contains the Westin Stamford and Plaza. They 


-| ing” itself and warn that some hotels will dr 
» lath of a price war. Privately, hoteliers are 


_ market turned up at Christmas 1986: Westin Stamford, 
“> the world’s tallest hotel, was offering airline crews: a 
room for $$40 (US$18.64) a night. The reports: have in- 
furiated and alarmed the rest of the industry. They. also 
suggest that Singapore’s top-class hotels are by. far the” 


suggest that this represents a conflict of- interest and con- 


tradicts the government’s stated intention of loosening its | 


he drop in hotel prices is the latest sign that Sing 
property glut is far from over. Some analysts say that t 


grip on the economy. 


Japore’s 


e real- 


estate market is bottoming out, but this is far from certain, De- 


‘thumb suggests that top hotelsin Singapore need to fill 
| 60% of their rooms at S$60 a night to break even. Ac 
«> ording to the STPB, afew hotelsin Singapore areo 
0% full. The government-appointed Property M 
ket Consultative Committee forecast in February 1986 


rate of occupancy would be 57% in 1990. 


The painis not confined to hotels. Office rents in $ 


the city have halved since early 1983 and the vacancy 


rate is currently 17.5%, four times the level in 1981.” 






High quality offices were priced between $$8,000 and 
$$14,000 per mat the beginning of 1984. Last De- 


cember, the Insurance Corp: of Singapore purchased: 


‘the 13-storey Cecil Point office block in Cecil Street for 
; $$30.17 million, which works out at $$4,775 per m2. 
Another building in the same street went almost simul- 
| taneously to a different buyer for S$3,225 per.m2, In 
| nearby Robinson Road, the Kuok group bought 
-Robinson Centre for $$29.6 million last October. 


4 It was completed at a cost of S$110 million last 


year. 
The: most bullish news for commercial property 
|. was the sale of Rubber House in thë heart of the busi- 
| ness district for S$33 billion (S$4,900 per m?) report- 

‘ed on 28 January, Sources said that the building was 

expected to fetch only $$20 million and several bids 
were made at least 40% higher. Reports say that Peter 
Fus Hotel Properties was the purchaser, a company 













that, onthe most optimistic assumptions, the average’ 
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rumoured to be negotiating to buy the Ngee Ann Kongs: 
‘on Orchard Road, the largest undeveloped site in’ the 
area. 

Stockbrokers see the sale of Rubber House as i 
strongest sign yet that the prime commercial property mark 
has turned the corner. But it is still too early for such bo 
predictions, because such sales remain rare. Singaporea 
have a habit of holding onto their local property investmen 
The abundance of capital and the lack of alternative avente 
for savings make developers reluctant to sell off at a loss. As 
aresult, the commercial property market has been inactiy 
for more than two years, Suntec Investment, a Hongkon 
consortium formed to buy good Singapore real-estate 

; m no reported purchases since it was form 

1985. 

Offices are also cheap torent. According to Rich 
the international property consultant, 19% of office i 
Singapore’s central area was vacant at the end of last year and 

‘rentals fell 29% to $$40.80 per m? in the year to Novembe 
1986. As a result, Singapore has fallen to 16th in ha 

Ellis’ ranking of major cities’ rental costs. In 1 Ww 

ranked fourth in the world. : 

`: Estate agents reported an increase in residenti; 
the middle of 1986, helped by low interest 































| properties in prime districts of the city were fetchin g S$ 


2,420 per m2, compared with a value of $$5,300in 


| However, the revival appears to have been shortlived. Pr 


are unlikely to recover significantly soon. There are a 
43,000 private residential properties in Singapore 
“built and a further 8,200 units under construction and du 
completion by end-1988. Since the market has never 
` sorbed more than 4,600 units a year, the oversuppl: 

















According to government figures, 16% of a total o 
million m2 of retail space was vacant in March 1986. Ai 










SUPPLY AND DEMAND FOR 
‘SINGAPORE OFFICE SPACE 




















Vacancy of total stock 
{Right hand scale) 
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77% respectively reported in the 
middle of last year. 

Despite the depth of the reces- 
“sion, banks have not so far pulled 
the plug on any of the larger prop- 
“erty firms, in part because the conse- 
quences would probably harm the 
„banks almost as much as the de- 
-velopers. All of the major Singapore 
banks own property subsidiaries 
‘themselves. The Monetary Autho- 
ity of Singapore (MAS), which over- 
sees the banking scene with an iron 
hand, has made it.known to the 
banks that it is against any drastic 
“moves to call in their loans. The au- 
thority’s managing director, J. Y. 
Pillay, told the Association of Banks 
in Singapore last June: “The MAS 
recognises the natural desire of 
banks to avoid bad debts and losses. 
“Nonetheless, in their own interest 
















































400,000 m? was under construction. Chesterton Lim Oh, a 
firm of chartered surveyors, said that the fall in prices and 
rents of shops seemed to have been checked somewhat, but 
the situation remained “critical.” Factory and warehouse 
_ Space has fared little better, with occupancies of 82% and 
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from undue credit shrinkage.” 
Bank loans to construction and property companies total- 
led S$8.14 billion in October 1986, 22.5% of all outstanding 
advances. Two years earlier, the proportion of loans to real- 
estate firms was 19.6%. Now that the Singapore economy is 
improving, some of the banks might be tempted to call in 


AVERAGE GROSS RENTALS 
FOR SINGAPORE OFFICES _ 





their non-performing loans in <a 
move to clear their books of 
possible future bad debtors. 

With the dramatic decline of 
building work (including the con- 
struction of the Mass Rapid Trans- 
port railway), it is pretty Safe to as- 
sume that the proportion of bank 
lending to property developers and 
investors has risen sharply. Con- 
struction output fell 43% in the third 
qn of 1986, the sixth quarterly 

ecline in a row, In the first nine 
months of 1986, the value of build- 
ing activity totalled $$735 million (at 
constant prices), a third lower than 
in the same period of 1984. A tighte 
supply will eventually feed its wa 
through to firmer property prices, 


` but it is too early to say.how soon. It 


has been almost six years since the 
market peaked. u 
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Boom in prices 
ends as market 
enters a lull 


By Charles Smith in Tokyo 


up the price of commercial land near. the centre by as 
much as three times during 1985 and 1986, has ended, 


partly by the sheer impossibility for developers of earning 

money from office developments built on land priced at ¥36 

million (US$234,527) per m? (the record set by a famous deal 

in the Ginza in late 1985) and partly 
"y heavy-handed government inter- 
_mtion to restrain prices. 

In November 1986, the Tokyo 
municipal ‘government, which, had 
been growing increasingly worried-at 
thë spread of real-estate inflation 

from the central area to residential ` 
“districts in west and south Tokyo, an- © 
nounced a registration system for | 
land deals of 500 m2 or more which 
| carried the threat that m S 
| which sold land too dearly cou d find 
«themselves publicly branded as 
“speculators. 
. The introduction of the new sys- 
¿ ¿tem in Tokyo’s five central wards in 
~ Decemb« 986, to be followed in 
‘its application throughout 
the 23. metropolitan wards, seems to » 
“have done much to cool off specula- ` 
| tive fever. Still more effective was the 
| announcement by the central govern- 
| ment of a planned 94% capital-gains 
‘tax on land resold within less than two 
years (applicable from April this 
ugar, assuming that the necessary 
-ogislation is approved by parlia- 
“ment). The new tax seems already to 
have put a brake on the speculative 
activities of the land brokers who pro- 
liferated during. 1985 and early 1986 
(often..in the form of dummy com- 
panies set. up: by banks or life-insur- 
ance companies). 
_ Ontheothet hand, with many of. 
| -fice'sites in central, Tokyo still valued 
: at ¥20 million per m? or more, developers remain ugahle to 
earn a positive return on office-development projects, at 
least-after.allowing for payment of interest on invested capi- 
| tal. The result may be to force prices further down within the 
-next few months, some developers believe. Failing that, 
roperty dealings in central Tokyo are likely to remain slug- 
_gish in the extreme with developers hanging on to the proper- 
- ties they already hold while buying little or no land for new 
projects, and speculators awaiting an upturn in the market, 
Office rents, which rose by around 10% in 1986 following 
veral years in which the rise averaged only 5% , are expect- 
ed to settle back into the earlier pattern of modest growth, 
except inthe case of one or twò of the more aggressive de- 
velopers who seem iment on making their clients face the full 
añ 
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T: great leap in Tokyo property values, which pushed 


| but the chronic imbalance between supply and ‘demand re- : 
“mains. What Tokyo is now experiencing is a lull, caused 





or iggost cios i 


Commercial 


“4, .Saurce: Japan Real Estate institute. 


n the ease of siting 5 





vast new commercial district facing Tokyo Bay on re 






tenants in-the central area, rent of ¥10-15 000 per mon 
m? is now regarded as normal. Occupants of new develop 
ments within the central area, or on its fringes, could be pay 
ingu to ¥20,000. 
e cooling off of the Tokyo real-estate market has un 
doma, come as a relief to the central government w 
was concerned about the political impact of inflated hou: 
prices. However, static or declining prices do not mean that 
‘the acute shortage of office space, which has afflicted To ve 
for the past two years, is being overcome. According to the 
Japan Real Estate Association, the office-vacancy ratio 
the whole of Tokyo reached 0. 2% at the end of 1985 
jared with 1.5% in the mid-1970s. In the central Ma: 
usiness district, where foreign banks and securities o 
panies have set up shop alongside the head offices of Japa 































































_ ese city banks, the vacancy rate is zero. and building owne 


report waiting lists whose length is now reaching the point o 
etary: 
“-Mitsibushi Estate, the largest Japanese’ real-estate com 
pany in terms of rental income and by far the la n 
owner in the central area, say 
„applications for 181,000 me 0! 
space on its books, equivalent t 
of the floor space it owns in 
chi-and in the three neighbouring d 
tricts of Otemachi, Yurakucho 
Hibiya. Roughly half of all applicat 
are from foreign companies, wh: 
rush to find accom imi 






pressure on ee mM 
the cutee effects of 
whi 


panies, 
numiber of wo 
pected. A migration 
panies to Tokyo. from Osaka. 
other cities is another factor. A 
ximately 500 companies have 
their headquarters to Tokyo during 
the past five years according to 
source. This has produced a polaris 
tion of rent. values between Jap: 
two largest cities, with Tokyo. off 
rents averaging ¥7,900 per m* pe 
month at the end of 1985 -— move than 
double the Osaka figure of ¥ nie! 
The solution to Tokyo's off 
| tallog-jam could eventually involve ae 
a| sweeping relaxation of the planning 
regulations in the central area to 
allow larger buildings to be co 
structed on existing sites. But Osamu Homma, public re 
tions manager at Mitsubishi Estate, sees difficulties about 
early shift in this direction. The revision of the existing 
1,000% plot ratio in force in Marunouchi to, say, 1,3009 
1 500% would only make sense if utilities and commuter 
vices were upgraded to accommodate the much larger nun 
bers of people who-would be coming into the centre to work 
Homma argues. Because of this, the Tokyo municipal gov 
ernment is hesitating to change planning regulations, though 
the central government advocates an early relaxation. 
Outside Tokyo’s overcrowded central area, ihe demand 
for more office space is giving rise to some dramatic plans 
for redevelopment and reclamation of land, but here apa 
time.seems to be a problem. Plans for the development 
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nd previously used for warehousing or eavy in ustry, are 


on the drawing board and ina few. areas infrastructure 
work has already begun. The Tokyo Bay area could even- 
tually provide some 400 ha of building and park land, dwarf- 
g the amount currently available in the three central busi- 
s districts of Marunouchi, Otemachi and Yurakucho 
ibout 60 ha). The entire area, however, is unlikely to be 
tully developed until the early 21st century with the first 
major sites taking until 1993 or later to come onto the mar- 
ket. 
= Not quite as spectacular, but also of great significance, 
would be the redevelopment of the big Shiodome goods 
ard, just to the south ‘of the central district, which is ex- 
pected to begin within two or three years of the privatisa- 
tion of Japan National Railways (JNR). Office development 
at Shiodome would require less preliminary spade work than 
in the Tokyo Bay area, because the place is already sur- 
rounded by built-up areas which are fully equipped with 
ities: 
< One major problem for the government, though, would 
to decide on a sale price for the land — assuming that 
elopment work is carried out by the private sector. Re- 
t sales of state-owned’land at up to three times the 
poer prices published in the National Land Agencies of- 
cial directory have led to accusations that the government is 
self fuelling the property-price spiral. 
_Compared with the-intense pressure on office space in 
ntral Tokyo, the supply of housing for foreigners and for 
high-income Japanese tenants has eased markedly since mid- 
986. A 25% fall during the past year in the number of for- 
‘igners seeking accommodation, combined with some belt- 
tightenin ng by companies already renting housing space, has 
roduced a surplus of high-priced apartments according to 

















lly, some. of the slack created by foreigners has been taken 
p by wealthy Japanese. 

Ken says that rental contracts for four out of a total of six 
tra-high-priced apartments let by it to foreigners at rents of 
more than ¥2 million per month in the course of 1986, were 
ancelled before the tenant moved in, but that in each case a 
anese tenant took over the contract. Japanese tenants at 
ent account for roughly half of Ken’s high-priced let- 

but will probably take a 70% share in kue Mean- 
-a US company with one of the largest expatriate 
ayrolls i in Tokyo recently instructed 150 employees living in 
ats rented at over ¥1 million per month to start looking for 
eaper accommodation. 












will move back into balance towards the end of 1987 as the 


vels — partly because of an influx of West German com- 
nies into a new all-German industrial estate in Yokohama. 
s$ does not mean that the extreme tightness of 1985 is 
kely to be repeated. In contrast with the sluggishness of the 
market for commercial property in central Tokyo, growing 
demand for high-quality housing has sparked off a develop- 
ment rush in the residential areas of southern and western 












The extreme difficulty of buying land and the low yields 
vailable from office-development projects in central Tokyo, 

xplain a third major feature of the Japanese property scene 
ı the past’ year — the enthusiasm of what was once a stay-at- 
ome industry for overseas investment. According to one es- 
timate, Japanese real-estate and life-insurance companies 
sank ¥2 trillion into North American real estate in 1986, 
ashing in on yields of up to 8%, which contrast with the 
1-2% average yields available in Tokyo. 

«o Overseas property investment could hit as much as ¥4 
illion in 1987, according to the same (highly unofficial) esti- 
ate; making property the second-largest form after securi- 
es in which Japanese investors are accumulating wealth 






























keep Mitsubishi 
in top place 


apan’s seven top property developers include two that | 
J are more active in other areas than in the property mar- | 

ket itself, Nihon Life Insurance and Sumitomo Life In- | 
surance, and two that are privately owned, Shuwa Corp. and | 
Mori Building Co. 

Of the remaining three, Mitsubishi Estate Co. is the in- 
dustry giant and its doyen, largely by virtue of massive hold- 
ings of land in the Marunouchi ‘business district of central 
Tokyo. Securities analysts, however, have recently tended to 
prefer Mitsui Real Estate Co. (the industry’ s second-ranking 
orp) or Sumitomo Realty and Development Co. 
(seventh-largest in terms of rental income) on grounds of 
their “more aggressive” business strategies. Sumitomo, ii 7 
particular, is seen as the industry's star on the strength o 
plans to double the company’s stake in Tokyo office build- 
ings over the next five years. 

Ina review of the three top companies, Barclays de Zoete 
















































Corp., a top-ranking specialist in foreign lettings. Ironi- ° 


Ken believes that the foreign residential property market 


umber of foreigners looking for housing recovers to 1985, 

















C U as: y pi i 
land: ! rogramme, in | many cases at “his- 
toric” prices. : 

-Using an asset-valuation formula which multiplies 
net income from existing buildings by a factor of 40, 
while also estimating the value of projects in hand, Barclays 
calculates Sumitomo’s current-worth at ¥2,410 (ÙS$15. 63) 
per share (as compared with a closing price of ¥1 510.0n 10 
February). Office developments scheduled for completion 
by 1991 could bring the company’s net worth to over 13 ,000 
per share, Barclay's calculates. 


Mitsubishi’s estimated net-asset value of ¥2,300 per share oh 


is slightly less than its stock price (¥2,560 on 10 February) 


and the company has fewer new developments under, way ine 


central Tokyo. 
The. “historic” rents prevailing in many of the com- 


pany’s ‘older buildings in the Marunouchi area’ are one ` 
reason why net worth is lower than might be imagined from. 


ie'size of Mitsubishi’s prime-land holdings. In the medium 
to long term, however, Mitsubishi is expected to launch some 


major development projects which could increase the com, 


pany’s appeal to investors. 
In particular, it is one of the major participants in the 
linato Mirai 21 scheme, a plan for creating a “new city” on 
ae lockland and reclaimed land in Yokohama. Mit- 
‘subishi owns 12 ha of what will eventually be prime commer- 
e me Mirai area. Development. work on 
in 1988. 


tate Co. is viewed as the most internation- 


ally minded of major Japanese estate companies, largely on 
the strength of recent investments in the US, including the 
purchase for US$610 million of the Exxon building i in New 
York. 
In Tokyo, the company is. one of the prime movers in 
«the River City 21 project, involving the development of 37 
‘acres of reclaimed land at the mouth of the Sumida river, a 
_ site which will eventually be only seven minutes by mass- 


; transit railway from Tokyo station, Mitsui’s per share net- |. 
“asset value. is estimated by Barclays. at: ¥3,212. ake com- ` 


-pares with a share price of ¥2,070 ọn 10 Feburary.. 


THE JE TOP DEVELOPERS _ 


Mitsui Real Estate 


(Annual rental income) 


+ .. k e * L $ 

20 40 60 80 100 120. 140 (* bilion) 

_ Note: Rental figures cover the year ending 31: March 1986 except: 
Shuwa {annualised rate covering the period fram aa 


the present). Shuwg's income includes ¥30 billion worth 
' overseas income; Mori (31 Dec: 1985). 


REVIEWDIAGRAM by Ricky Hai and ivan Kwang: 





“guidelines for the Foreign Investment R 


district, such as the A$313 million 
soon to be completed and the AMP Tower. (Rents are usu- 








J. AUSTRALIA 

New investment 
rules attract 
hal interest 


¿By Hamish McDonald in Sydney 


relaxation of Australia’s foreign-investment rules 
| mid-1986 has laid the ground for a h 
capital into prime properties, encour 


í ing tight office supply in the two. 


growth in the number of foreignt 
Announced by Treasurer Paul Keating las 

iew Board 

lift a ban on foreign aging? of developed, nonr 

properties — though 50% Australian equity is. required 


which may deter some investors. For property devote 


„service industry, such as hotels and resorts, the previou 


local equity requirement is abolished altogether. 

The opening of the developed commercial-property se 
tor has brought foreign institutions, such as the Japanes 
surance companies and pension funds, to Sydney and Me 
bourne, at least to look. “You could not really point toa 
sales that have resulted because of the FIRB changes,” * said 
realtor L. J. Hooker’s Peter Whittaker in Sydney. “ ri 
has been a lot of interest shown which will probably 
some sales over the next year, especially to Japanese 
tions. They are traditionally slow to jump into a mark 

Probably because Australians scarcely regard them A 
foreign, this ignores a vigorous push by New Zealand inw 
ors into Australian property over recent months as pre 


from that country’s over-ripe share and property mark 
-bedded down. Prominent have been investment companies 


such as Robert Jones Investments and Chase Corp., with 


+ Substantial funds going into Brisbane aswell as Sydney. 


Yields on prime buildings have remained steady int 
6.5-6.75%. range over the past year, but could be pushe 
down if foreign investors-do start buying aggressively. 

Prime office rents have soared in both Sydney and Mi 
bourne as companies upgrade to new hi-tech premises. Atop 
rate of A$600 (US$401.33) per m? has been established for 
upper levels of high-quality buildings in Sydney's financial 

jere Place pro 


ally given as annual figures, exclusive of cleaning charges.) 
A survey by consultants Richard Ellis International put 




















































PROPERTY'S? 


verage rents in prime Sydney space at A$382 per m2, follow- 
ng a 17% rise during 1986. Other definitions of top-drawer 
offices might put the average over A$500 per m2, but leasing 
anagers such as L. J: Hooker’s Ian Peters also put last year’s 
rise in rents.at 15% or so, and predict at least 10% over 1987. 
By the end of 1986, the Building Owners and Managers As- 
sociation (BOMA) reported that Sydney’s central business dis- 
rict had its lowest recorded vacancy level at only 1.2%, with 
only 1,150 m? of premium-grade office space vacant, another 
38,700. m2 available for direct lease and 4,300 m? for sub- 
lease. Of the 140,000 m? of new space to come onto the mar- 
ket by mid-1987, more than 50% was already committed. 
Net absorption over the year to July 1986 had been 136,000 
m? and seemed likely to remain at 100,000 m? a year. Mean- 
while, more than 400,000 m2 of space would come on stream 
by 1990. “Regardless of the severity of an oversupply, one 
gment of the market will face intense pressure,” BOMA 
said. “Nearly half a million m? of new space will provide an 
alternative to existing space. Many 
owners are now well into refurbish- 
ment programmes designed to main- 
in the competitiveness of their prop- 
erties. However; it is likely the cur- 
rent boom will create a large second- 
hand vacancy pool and further stratify 
Sydney’s office rental markets.” 
This scenario raises some doubts 
about big office projects under con- 
struction or planned in peripheral 
business districts, particularly the 
lavishly fitted Carringbush tower near 
he entertainment district mid-town 
and the office tower to be built above 
e new Waltons Bond department 
store. Except for Carringbush, which 
could turn out to be a classic case of 
over-capitalisation, developers are 























_ THE RENT GAP 


(Sydney prime office rental range) 





Stockmarket analysts s: 
velopers have performed ' 






*xtremely cautious about commen 

nnounced developments could remain just that. 
With interest rates on deposits running at around 16% for 
some time, and the building life between refurbishments 
shortening, the incentive for developers is reduced where 
there is any element of uncertainty about demand. 

Rather than heading uptown (and down market) or face 
the uncertainties of frequent rent reviews in already expen- 
sive prime city space, an increasing number of enterprises are 
crossing the Sydney Harbour Bridge to the North Sydney 
satellite and even further up the Pacific Highway. After look- 
ing hard at Grovesnor Place, Arthur Anderson and Co. has 
become the first of the big-eight accountancy firms to take the 
plunge, moving to a new building in North Sydney and saving 
itself about A$1 million a year in rent. 

In Melbourne’s financial district-along Collins Street, 
rents are closing with Sydney fast, raising the possibility of 
near parity for the first time in living memory. Property 
agents Hendersons predicts average rents will jump 20% 
over 1987 to a range of A$385-450 per m2 for new space. Al- 

most all the 85,000 m2 has been taken 
up in the 55-storey Rialto building, 
opened last October. Take-up of 
space has been running at nearly 
180,000 m? a year for the past twc 
years, while only 70,000 m2 would 
come onto the market in 1987. 
Consultants Colliers Interna- 
tional see the Melbourne’ office 
squeeze continuing for about three 
years, pushing rents up by 50% over 
that period to about A$560 per m2. 
Should some A$2 billion in projects 
_being planned for the next five 
years eventuate, an oversupply 
could develop by 1991 and stabilise 
rents, ` i 

One massive addition to the city 

skyline is being scaled down, how- 





ore than its share of 










cing per 
reduce the 





to 46 stories. 

A resurgence of manufacturing and continued growth of 
service industries has, meanwhile, pushed up the price of in- 
dustrial propertyin Sydney, if not so. much in Melbourne 


south Sydney industrial suburbs, such as Mascot and Botany, 
cd have doubled over the past three years, with around 
| :A$500,000 being asked for a prime site of 6,000 m2/or so. 
‘Rents are healthy at A$110-140 per m2. In Sydney's north- 
western hi-tech belt, superannuation funds are keen buyers 
_ | of industrial parks in the A$6-30 million range. 
cc Retail property or mixed office/industrial space in good 
“|. suburban locations, is also attracting. those investors who 
think the stockmarket’s bull run is almdést played out. ‘Yields 
_ on such properties are now quite low, in the 7-10% range for 
medium-sized suburban buildings and shopping plazas, ac- 
cording to recent:sales in Melbourne. 
. Housing continues to be a buyers’ market, given home- 
oan lending rates stuck at 15.5% and tax changes which have 
pushed the small investor out of the scene. The one loophole 
in the capital-gains net on owner-occupied. housing, has 
created. a specialised merry-go-round in top harbourside 
properties in Sydney and elite Melbourne suburbs such as 
Toorak. Traditional notions of over-capitalisation have been 
dumped, as some buyers spend almost as much in refurbish- 
ments as the purchase price. 
Even with a lift in the FIRB ceiling, non-resident foreign- 
ers are excluded from this market. But those with an eye to 
an upturn in the housing-price cycle when interest rates fall, 
or eventual residence in Australia, can find many excellent 
houses within the FIRB limit in good locations such as Syd- 
ney’s harbourside eastern suburbs in the A$300-600,000 
range. ` : n 

















where state-government charges are high. Land prices in - 





„able. In Melbourne, room occupancy rose three points 


Hotels are healt 
as Japanese 
come to town 


T: recent sale of Sydney's highly regarded Re 



















Hotel to a Japanese company for about A$145.m 

(US$95.7 million) indicates to industry analysts a 
vestment yield of a little under 7% — showing buyer op- 
timism that room rates in Australia’s main gateway and. 
tourism venue still have along way to go upwards. 

A 14% increase to A$98.68:in average takings per 
cupied room in inner Sydney hotels in mid-1986 over ¢ 
earlier, and a tightening demand-supply situation, wou 
dicate the Japanese buyers were on to a good thing 
medium term. The original Singaporean and Malaysi 
ers were selling out of necessity, having financed t} 
construction with a Swiss franc loan before the massive 
preciation of the Australian dollar since early 1985. 

Room-occupancy rates in Sydney, according to a survey 
by consultants Peat Marwick Mitchell, rose to 79.4% in the 
April-June quarter last year from 78.4% a year earlei 
spite a relatively large 16.5% increase in room-nights 









6%, while average takings rose 11.1% to A$72.12. 

Although the Melbourne squeeze on top-class accor 
dation was eased in October with the opening of the 5 
room Hyatt on Collins Street, constructed at a cost of A$20 
million, the tight supply will continue to push room rates tò- 
wards Pacific region norms in the next two years or so. 
In other state capitals occupancy rates and takings gre 
















more moderately. Adelaide was an exception: with static 
supply, occupancy rose nine points to.65.6% and takings rose 
14.1% on the strength of tourist interest. Perth, with seven 
_ top-class hotels in a city of 1 million people and the America’s 
Cup influx concentrated in outlying Freemantle, continued to 
suffer serious oversupply with occupancy up three points to 
55.9% and takings up 8.3% to A$68.47. The placing of 
Perth’s Parmelia Hilton on the market for an asking price of 
A$27.2 million would give an 8% yield to the new owner, as- 
“suming one can be found. There has not been a rush of appli- 
cants. 

With Australia rapidly increasing in favour as a tourist 
destination in the US and Japan, international arrivals hit 
1.15 million in 1986 after sustained annual growth of about 
_ 15%. The Australian Tourism Commission targets 2 million 
arrivals in 1988, the year of bicentennial celebrations, and 
anticipates 5 million arrivals a year by the end of the century. 

~~ Overall, this gives strong underpinning to some A$6 bil- 
lion in hotel and tourism ‘projects under. construction 
_ throughout Australia. But many analysts warn that oversup- 
ply could easily develop in particular market segments or lo- 
_ cations. The concentration on five-star hotels and resorts has 











































HAMISH McDONALD: 


y Intercontinental: rising occupancy rate. 

















been singled out: economist Don Stammer of stockbrokers 
Bain and Co, and hotels specialist William Cross of property 
msultants Colliers International, have warned of an over- 
ad, while pointing to neglect of three-star, medium-price 
hotel supply. 

‘Worries about oversupply have caused hesitation among 
investors looking at Queensland’s Gold Coast resort city in 
particular. Following the opening of the Jupiters Casino- 
Hotel Conrad International last year, another six hotels are 
due for completion over the next three years. Similar worries 
about Great Barrier Reef resorts are tending to fade, with 
strong growth in visitor arrivals and the opening of a direct 
Tokyo-Cairns airlink last April. 

= The sale of the Sydney Regent is the first major foreign in- 
vestment in. an operating hotel since foreign-investment 
guidelines were relaxed by Treasurer Paul Keating last July, 
abolishing a 50% local equity requirement for service-related 
properties, such as hotels. — Hamish McDonald 





Big boom shows 








no signs of 
imminent collapse 


By Anne Byrnes in Wellington 


he commercial-property boomin New Zealand is con- 

l tinuing unabated, with bullish sentiments still dominat- 

ing. Despite predictions of an eventual downturn, there 

are no signs of the boom subsiding. Auckland and Wel- 

lington show the most obvious effects of the surge, while 

smaller centres like Christchurch are still experiencing strong 
growth. 

Most surprising is the non-speculative nature of this 
boom. Pre-leasing rates of new buildings in Auckland and 
Wellington continue to average above 80%. This is expecte 
to drop next year, though the rates are still expected to b 
about 60%. . 

New buildings are no longer developed and sold on com- 
pletion, as in the past. Development. companies are holding 
on to their buildings for long-term capital gains, leaving few 
choices for the major investment institutions. Central city 
land, often passed around on spec previously, is not being de- 
veloped as fast.as possible. The Auckland market, tradition- 
ally regarded as the most volatile, continues to be demand 
driven. The historic annual take-up of office space in central 
Auckland has been around 25,000 m2 a year. Almost 80,000 
m? of net office floor space was completed in the past year on 
23 separate developments, according to the Auckland City 
Council. 

Auckland is expected to absorb at least 60,000 m2 
throughout 1987, according to one real-estate firm’s projec- 
tions. However, some vacancies are apparent in peripheral 
a such as Newmarket, though prime sites remain in de- 
mand. 

Wellington, also rebuilding its heart, is expected to put up 
at least 80,000 m2 of office space this year. The boundaries of 
Wellington’s central business district are spreading fast. 
Chase Corp. has begun work. on a.96,000-m2 project, the 


Wakefield Centre, in the peripheral area of Courtenay Place. 
inzeal and the railways havi” 


At the other end of the city, 
plans for seven large buildings above the:city’s station. Thi 
project is estimated to cost NZ$500:million (US$272 mil- 
lion). These developments will stretch the limits of Wel- 
lington's traditionally confined central business district. 
However, ‘the future of Wellington’s development has 
been cast-in doubt by a local-authority rule introduced in late 
December, which has limited areas to 625 m? for each floor in 
a tower block.and brought down stringent height restrictions. 
Major developments continue to be announced. for 
Christchurch, which has established itself as the gateway for 
South Island tourism. Plang are in hand for a.167 m:tower 
block in Victoria Square with arevolving restaurant and as- 
sociated conference facilities. This 50-level:structure will 
dominate the flat landscape where the-tallest new buildings 
are all well below 20 levels. Christchurch land values have in- 
creased sharply and in some.cases prices have doubled within 
12 months. River sites have become desirable, but Cathedral 
Square, in the centre, remains largely-untouched. : 
Publicly listed companies are driving the boom.: Rela- 
tively new companies, like Chase Corp., have built the sector 
up to be one of the most active areas. of the economy since the 
boom took hold in 1984. The New. Zealand public is aghast 
and sometimes angry about the scale-of change in the cities.. 
Since April last:year, 19 new property companies were listed 
on the New Zealand Stock Exchange. Four more. willbe 




































propert companies are now listed on the exchange. 
values, particularly in Auckland and Wellington, 
continue to show spectacular increases. Prices of NZS19, 
per m? in the heart of Auckland's central business district are 
average and in Wellington prices go from NZ$10,000 per m2 
upwards. 

Yields for new central-business-district office buildings in 
Wellington are around 6% and those in Auckland range from 
5.5-6% in the city centre. Fringe Auckland developments 
show rates of around 7%. Christchurch yields for new prop- 
erties in good locations have ranged from 8-9%. 

Rents for top inner-city buildings are climbing gradually, 
|. but remain a small proportion of total operating costs. The 

: most expensive building in New Zealand is‘expected to be the 
| 28-level Auckland headquarters of merchant banker Fay 
| Richwhite, with rents of NZ$26-28 per m2 a month on 
| completion. One of Auckland’s most expensive buildings 

to-date is the 22-level Quay Tower on Auckland’s water- 
front area, owned by the Australian Mutual Provident So- 
ciety. Rent reviews late last year increased the price of the 

building from NZ$19 per m2 a month to NZ$43 per m2 a 

month. The 28-level Bank of New Zealand Officers Provi- 

“ent Association in central Queen Street in Auckland, costs 

round NZ$20 per m2 a month to rent. 

Wellington rents are on a par with Auckland. In both 


cities, analysts expect rents to double within a short time. 
FINANCIAL TIMES: 

















Auckland's waterfront and central Wellington: times are good. 









































be a disadvantage eventually. Property companies. im Ni 
Zealand can revalue propery assets and post this revaluatiy 
to the profit-and-loss account. Unrealised gains from the 
nual revaluation of buildings, therefore, appears as y 
the net profit. Many argue that increases in such values 
not straight profit and should not appear as such. 

A never-ending stream of New Zealand property com 
panies moving offshore is also regarded by the scep 
evidence that the good times are drawing to a close. Often, 
the companies are moving into Australia. Funding new com 
mercial developments has not been made any easier. Inte 
rates eased slightly towards the end of 1986, but have 
climbed up to around 20%. These rates make offshore bor- 
rowing an even more attractive option for property € 
panies. But the New Zealand dollar is staying higher t 
many would like at around 54 NZ cents: US$1. The annual 
flation rate is 18.2%, pushed up by the introduction of a 
goods and services tax in October last year. 

These economic factors, coupled with the perception b 
some that intense tenant demand cannot be sustained, ha 
made many nervous about the property boom. New Zea- 
land’s largest institutional property investor, the Australi 
Mutual Provident Society, has consistently predicted an er 
to the boom later this year, An eventual drying up of th 
large numbers. of solicitors and accountants who have 
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Tenants could be paying NZ$40 per m2 a month by. 1990. 
Building and labour costs have risen throughout the boom. 
Construction costs average NZ$100 per m2 for top-quality 
space in Auckland and Wellington. The boom has put strains 
on the building industry and given rise to widespread concern 


fields such as granite-laying, tiling, plastering and installing 
elevators, are heavily booked for work. 

While New Zealand’s most substantial commercial-prop- 
erty boom shows no sign of subsiding, nervousness has taken 
hold in a closely aligned sector. The stockmarket is undergo- 
ing a major downturn, with the Barclay’s index tumbling 
22% between November and February. Several once- 
glamorous property companies have been affected. For 
example, the share price of the Hobson Group has halved 
within a month. Hobson shares were NZ$1.87 in January, 
but 90 NZ cents by February. Similarly, Kupe group shares 





. were NZ$3.65 in January, but down to NZ$1.45 by mid-Feb- 
ruary. 

New Zealand’s property companies are criticised for their 

accounting practices, which work well in a boom, but could 




















about safety on building sites. Trades people in specialist 








merged firms and needed more space, is also expected. Hig 
land prices, rising building costs and steep interest rates, will _ 
eventually throw the development equation out of kilter, the 
sceptics say. A national firm of valuers, Darroch and Cos 
has predicted a surplus of 135,834 m2 in Wellington if all 
planned developments go ahead. International real-estate 
agents Jones Lang Wootton have said that Auckland's office: 
space appetite would halve later this decade. 

Meanwhile, tenant demand holds strong for prime cen- 
tral-business-district buildings in Auckland and Wellington: 
Announcements of large developments. previously incon 
ceivable for the New Zealand market. are now com 
monplace. A 42-level building has been proposed by Haw 
kins Development for an Auckland site opposite the Regent 
Hotel. A 28-level building has been put forward by Rainbow 
Properties for Willis Street in Wellington, A 300,000-m2 pro 
ject could be developed by the Kupe Group if it wins the 
right to develop public land near Auckland's waterfront. 
However, the scale of New Zealand's central-city come 
mercial developments is not impressive by international 
“standards. 
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Bui Iding boom 
joes on despite 
existing glut 


By Carl Goldstein in Taipei 
he Taipei property market continued to be plagued by 
oversupply in most sectors, the only exception being 
. top-quality retail space in the city’s desirable east-side 
hopping districts. 
Vacancy rates for both office and residential space are 
ut 20% , according to estimates by real-estate analysts. 
Despite: the common sight of newly completed office towers 
nd apartment buildings standing empty, however, property 
developers have not been deterred. Bank deposit rates have 
l lows of 3-3.5% for one-year time deposits, help- 
g make property development an attractive investment al- 
Housing analysts said de- 





Road. In the Taiwan lass Building, for ex ample, which 10- 
15 years ago was considered a premium location, space was 
available for US$6.06 per m2, 

Sales prices for top- gu ality space ranged up to US$1,470 
per m2 in some cases. One such transaction was Shin Kong 
Insurance’s purchase late last year of the Cathay Trust Build- 
ing on Tun Hwa North Road for NT$2.5 billion (US$71.42 
million), thought to be the highest price ever for a building 
purchase in Taiwan. More typically, prices for good quality 
space were about US$1,040-1,125 per m2, based on recent 
transactions. These prices all apply to upper-floor space; 
ground-floor space typically costs twice as much. 

The toughest competition for space in the Taipei property 

market in the past year has been for retail store space in desir- 
able locations, especially the area centred on Chunghsiao 
East Road, section four. The major factor here has been a 
quickening i in the city retail centre's shift to this area from the 
now declining western part of the city centre. 

Another factor has been the proliferation of US and. 
European fast-food chains during the past two years and 
their competition for the limited number of top locations. 
Prices have risen 20% or more in some areas during the past 
year, with rentals going as high as US$43.30 per m2, and sales 
as high as US$4,329 per m?. 

Expatriate-quality housing is concentrated in the north- 



















































j vere typically earning returns [ 
0-12% on well-planned projects. 

The other main reason for the over- 
upply was the unforeseen and long-last- 
ng effects of zoning changes instituted 
by the government in an effort to limit 
population density. Beginning 

e authorities launched a dis- 

y-district revision of the zoning 
gulations that sharply cut back the | 
mount of floor space allowable in new | 
lilding for both residential- and com- 
ercial-zoned areas. It was not until late 
86 thatthe burst of building activity by 
perty owners and developers looking 
put in larger — and therefore more _ 

ble —- buildings before the dead- 
e finally worked its way through the 
system 
For foreign companies locking to lo- 
‘ate in Taipei, or move to newer pre- 
mises, the situation remains favourable. 
Current vacancy rates of 20%, even’in 
juildings that entered the market in the 
ast year, mean that many choices are 
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ailable. Two years ago, by contrast, 
the vacancy rate for top-quality space was 10% at the most. 
_Sale prices for top-quality space in desirable areas — con- 
ntrated mostly in an area bounded by Minchuan East Road 
the north, Tun Hwa North Road on the east, Nanking 
ast Road on the south, and Songchiang Road to the west — 
ive remained stable, or gone up 5% at most. 
In the medium to ‘long term, the prospect is for more of 
-same. Many large commercial developments are on the 
rawing boards or under development already, which means 
office sector is likely to remain overbuilt. At the newly 
t World Trade Centre in Taipei’s eastern Hsinyi district, 
rexample, the government has already begun construction 
the 34-storey International Trade Office Building. This 
ject is expected to go on the market in about two years. 
Most multinationals prefer to rent, typically with three- 
year leases. Rental prices have risen about 10%. But analysts 
donot expect more than 5% growth in the coming year. A 
survey of newly completed quality office space at the begin- 
gof 1986 showed rents varying from US$8.66-12.11 per 
asedion an exchange rate of NT$35:US$1. 








ern suburban areas of Yangmingshan and Tienmu and 
downtown areas centred around section four of Jen Ai Road, 
between Tun Hwa South Road and An Ho Road. Rental 
prices, in general, have remained steady or risen only 
slightly, with prices ranging from US$5-10 per m2, Houses on 
Yangmingshan, a small mountain to the north of Taipei, can 
be had for US$1,200 a mont and up. 

For the hotel industry, 1986 was a good year. This was no 
coincidence since the mainstay of most top:hotels is business 
travellers, and as the economy goes, so goes their business. 
The 24 hotels termed “international class” by the govern- 
ment, which together have a total of 8,796 rooms, showed an 
occupancy rate last year of 65%, according to official statis- 
tics (which are in turn based on the hotels’ own reckoning). 
The average room rate charged was NT$2,061. 

The 1986 occupancy rate compared favourably with the 
previous year’s rate of 59% and reflected the strong econo- 
mic upturn experienced last year. With no new hotels expect- 
ed to come on the market in the next two years, the industry 
is predicting cgntinued improvement this year, to67%. . 
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PACIFIC PLACE SS 
acific Place is one of the single headquarters of many of t 
largest building projects ever HONG me corporat 


undertaken by private enterprise in Hong Kong. 
E it will comprise 2 office towers, 3 major hotels, 
250 residential apartments, 140 service units, car 
parking, and the largest shopping centre in the 
Central Business District — a total of 5 million square 


Developers 


Pi Swire Properties Limited. 


feet on a 6V2 acre site. W Pacific Place is truly a For more details of the office and comme 


self-contained city at the heart of Hong Kong, space at Pacific Place, contact the sole 
yet offering a uniquely balanced environment. leasing agents, Jones Lang Woottor 
E Phase | is due for completion in 1988, and is 


already destined to become the Hong Kong PACIFIC PLACE 


Sole leasing agents 


SFA; Jones Lang Wooton Hong Kong Telephone 5217 











Subscribe now 


and ensure your copy each week. 








As an executive on the move, 
I really need room to move. 





karEasternEconomic 






JETSPEEDED RATES 








885750 

US$22 50 US$41.00 

US$22 50 USS$41.00 
US$32.00 








. -- plus the Asia Yearbook 





Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


“The Ascott is a far cry from the limitations of a hotel room. @ The last thing I need 
to come back to at the end of the day is a sofa and a bed cramped into one room the 
size of a closet. @ That’s why I stay at The Ascott. Even their one bedroom suites 
have a separate fully equipped kitchen, furnished dining room and best of all, a 


spacious bedroom with a door I can close at night. @ And you know The Ascott 


Rate: Soft cover US$24.95 or HK$195 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon, 


really care about their guests. The concierge knows me by name and there’s always 
someone at the door to greet me, day or night. @ Actually most of the staff are so 


discreet I never even see them. Indeed the maid service is impeccable. Every night all 








the dishes are done, the bed’s made - better service than I get athome! @ Ofcourse ee >< 
there’s the private swimming pool, exclusive lounge, and great recreational Please enter my subscription for >] 
Saas z EEE r r j mye O 3 months © 6 months O 1 year 
facilities. @ And the location is just perfect. Right in the heart of Singapore’s | a BNE å l 
è Satri te i A j i ave *US$24.95/HK$195. For airmail delivery, 
shopping district where the world’s most famous boutiques are open seven days a | n UET ES 
; ‘ gi 3S i j ` : 
week. When I bring the wife and kids with me, I don’t see them for days! @ If you Pasa! we | 
ever move over to Singapore, even if it's only for a week, check out The Ascott. It'll be (Please print in block letters) | 
a move in the right direction.” | Name | 
| eee | 
| Country | 
| O Jetspeeded O Surtace mail | 
T of¥ E Cheque payable to Far Eastern Economic Review enclosed | 
Z| | To:Circuation Manager = 
EXECUTIVE RESIDENCE Š | - | 
S- NSG Pe OR E a GPO Box 160, Hongkong 
WONCO0312 | 
6-8 Scotts Road #01-21, Singapore 0922. Tel: 7320033, 7324225. Telex: RS 50139 ASCOTT. ee m ee a ec tess | ee 


nternationalisation of Hong Kong’s Property 









International property investors have come to recognise the great 
potential of the Hong Kong property 
market. With the close co-operation 
of our 40 overseas offices, Jones 
Lang Wootton play a vital role in Sutherland House. A landmark 
_ this rapid internationalisation Central property, sold by JLW to 
process. During the past twelve GGS Company of Japan for 
months we have sold to: HK$222 million. 





















“Shun Tak Centre. Two floors Elizabeth House. The former office 
totalling 45,000 sq. ft., sold to NCR podium, sold to Sunshine Tower 
of America for HK$54 million. Limited of Malaysia for HK$210 
million. 












151, Gloucester Road. 26 storey, 
300, 000 sq. ft., office tower, sold of 35,000 sq. ft., sold to the 
to National Mutual Life of Australia East based Agifel Company for 


Fairmont House. Four office f 


for HK$415 million. HK$57.4 million. 











Kwung Tong. 90,000 sq. ft., 


Tsimshatsui. 4,000 sq. ft., development 
site at 42-44, Cameron Road, industrial premises, sold to the 
Tsimshatsui, sold to a company Spanish porcelain company Lladro 
from the Peoples Republic of China for HK$28 million. 
for HK$41.5 million. 






Swire Maclaine House, Tsimshatsui. CoA ae 
Modern 80,000 sq. ft., office block, yw 


] d b JLW to In d i International Real Estate Consultants, Surveyors, Valuers & Auctioneers. 
50 y al pela 25th Floor, One Exchange Square, Hong Kong. Tel: 5-217771 


based company for HK$110 million. 9th Floor, Ocean Centre, Kowloon, Tel: 8-7214241 





+ 


Offices: United Kingdom Belgium France Germany Jersey Netherlands Ireland USA Indonesia Japan Malaysia Singapore Australke New Zealand. 





Whenyour Dusine 
youncëda par 


Daewoo, one of Korea's largest 
conglomerates, is as diverse as 
any major corporation anywhere 
in the world. 

Heavily into cars, shipbuilding 
and machinery, not to mention 
construction, computers, chemicals 
and electronics, they needed a bank 
with an equal depth and breadth 


of industry understanding, supported 


by a fully integrated commercial and 
investment banking capability 
‘But, as a major exporter they 
f required something more. 
They needed a global network 
f to key into wherever in the world they 
í were doing business. 
Very few financial institutions 
could satisfy the full breadth of Daewoo’s 
demands. Chase could and does. 





Naturally, we give them all the classical trade 
services like Letters of Credit, Acceptances and 
Guarantees. And, through our worldwide FX trading 
activity, we track down the best rates and help them 
hedge foreign exchange risks to limit their trading 
exposure 

In the investment banking arena, we've arranged 
Convertible Bond Issues, Private Placements, Project 
Financing and Debenture Guarantees 

But, unlike a pure investment bank, we can also 








help Daewor in those cases wher 
lending is the correct financia 

This total global banking capat 
international network and specia 
knowledge with the broadest rang K 


commercial banking products \ 
apart from other financial institution 

No matter how diverse your bu 
simple 


Which bank to choose 





a CHASE 
< 


CM34/66 


THE CHOICE IS YOURS, 
THE HONOUR IS OURS. 


The regal Kris bestows honour & 
symbolises status. 

As our guests, you will enjoy the same 
acclaim in two places in Kuala Lumpur 

The Kuala Lumpur Hilton, Malaysia's 
premier hotel in the heart of the capital’s 
business and shopping districts 

And the Petaling Jaya Hilton, commanding 
a central position in the industrial satellite 
town on the outskirts of Kuala Lumpur, only 


15 minutes from Subang International Airport 

Both offering superb service and 
accommodation plus extensive business and 
recreational facilities. 

Both synonymous with the warmth and 
hospitality of exotic Malaysia. 

The choice is yours. 


For reservations, call your travel agent, 
any Hilton International hotel or Hilton 
Reservation Service 





HILTON INTERNATIONAL 


KUALA LUMPUR ® PETALING JAYA 





WWF Kojo Tanaka/BCL 


The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China’s Sichuan 
Province, burst into flower and then die of. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival 


Recognition of the urgent need to solve thes 
and other problems has resulted in a unique anu 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves— Wolong Natural Reserve in 
Sichuan Province. 

A tedm from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money — your money. 


Please send contributions to the WW F 


National Organisation in your country or direct to 
WWE International, 1196 Gland, 
Switzerland. 









WORLD WILDLIFE FUND 


ledges the donation of this space by 








1 anghai’s Bund: increasing construction. 





In addition, seven international 
class hotels provide some 4 
rooms, which are usually fully 
booked and often over-booked. 

The next several years she 
see the addition of some 4 
rooms in Peking. At present, 
China World Trade Centre, Li 
mahe Towers, Jing Guang © 
the Kun Lun and the Internatic 
are either under constructionor: 
advanced stages of plannin 

In Shanghai, there should 
greater activity over the next te 
years. Should allprojects nowutt 
construction orin an advanced 
of planning be completed, a total 
14,400 new rooms/offices should £ 
available by 1991. 

At present, however, off} 
space is at a premium with 450.0 
ft2 of office space available.“ 
Shanghai Union building, wi 
210,000 ft2, now houses ny 








More questions 
than answers in 
‘embryonic market 


By Ellen Salem in Hongkong 
he property market in China is at an embryonic stage. 
I Demand is difficult to quantify, while supply is hard to 
forecast. In a summary of new projects in Shanghai 
compiled by Jones Lang Wootton, comments.on the status of 
new projects range from “nearing completion,” to “uncer- 
tain” or even “unknown.” Thus, estimates of available hotel 
“rooms and office footage in 1990 in any given location are, at 

yest, educated guesses. 

| Forecasts for hotel rooms, in particular, are becoming 
‘more difficult now that the central authorities have decided 
to cut back on hotel construction. The extent to which gov- 


ernment policy will allow projects now under negotiation to. 


go ahead, remains to be seen. 
Reliable market intelligence aside, other impediments 
‘| exist that hinder the development of a property market.and 
these fall under the category of “invisible infrastructure.” 
‘Laws governing ownership and occupancy are either vague 
or non-existent. Regulations on passage of title and land reg- 
istration need to be codified. 

The discrepancy that now ekists in rates for office space 
and hotel rooms in Canton, Peking and Shanghai is, to a large 
extent, attributable to the lack of market intelligence and 
thus an unrealistic appraisal‘of supply and demand. Rates for 
a first-class hotel room (often used as an office) range from a 

_ high of US$128 in Peking to US$45 in Canton, while equiva- 
lent hotel rooms in Shanghai cost US$102. 

Little new construction of hotels or office space is on 

| the drawing boards for Canton, where the market is now 
Affected by a glut of hotel/office space suitable for foreign 

needs. 

“In Peking, office/hotel space is at a premium. At present, 

the capital boasts two office buildings, Virtually fully let, the 

Noble Tower and the Citic Building with a togal 430,000 ft2. 





while the Rui Jin Building, avr 
cently completed office/residential tower provides an.a 
tional 240,000 ft. 

Rates in the Shanghai Union building are hig 
range from US$$2.02-2.12 per ft? per month, exclusn 
conditioning and service charges, which are about 10° 
rental, Rates fluctuate with market demand, however 
thus the fluctuations are the key to predicting fixed 
costs. 

After a p 
erty market 


Hongkong and Macau) and Overs: 

Typical of many residential prop 
apartments in Shanghai. Sales. prices are app 
US$38 per ft? for flats ranging from 800-900 


i roughly equivalent in terms. of quality, would sell te 


US$128 per ft2 in Hongkong.) Rentals in this complex stan 
at about US$2,000 per month. 

The rental potential of residences to foreigners is, how 
ever, limited because of the low level of domestic service 
Thus, most foreign businessmen would prefer to live in. 
hotel, however cramped the space, rather than lace a dai 
hassle over laundry, shopping and household help. 


































































By Paul Ensor in Seoul 


ake a drive through central Seoul and symbols of the 
ups and downs of South Korean property management 
start to show to well-trained eyes. Near the impressive 
ompany headquarters of the Samsung and Daewoo groups 
| the direction of the Han river, there is a large hole in the 
ground where the construction company, Jungwoo Develop- 
ment, had plans to build its own imposing headquarters be- 
fore financial difficulties forced it to relinquish management 
control to its creditors in December last year (REVIEW, 22 


Heading on in the direction of Yoido island in the Han 
ver, it is difficult not to notice the 28-storey Kukje building, 
awarded prizes on its completion in 1984 only months before 


to outstrip no 





‘ial consi ns. Once the build- — 
ings are up, big corporate landlords who can afford it 
frequently prefer to leave offices empty rather than bring 
down rental prices. As one real-estate agent commented: 
“What would the other tenants in the building think if they 
heard of lower contracts being signed?” The relatively frag- 
mented state of the office market, where building owners 
prefer to deal directly with tenants, helps to make this possi- 
ble. 

Seoul is still in the throes of a building boom in office 
blocks and it is transforming the appearance of the.city with 
astonishing rapidity. Changes in. government policies in the 
early 1980s are partly responsible for the boom, Height re- 
strictions in the downtown area have been lifted and heavy 
taxes (aimed at property speculators) on unused land make 
building a very sensible option. In the past year, demand 
growth has been roughly half of the growth in supply, accord- 
ing to one building owner. Rents have been driven down- 
wards — by around 30% in Yoido, which has been developed 
as a new business centre, and 20%. in central Seoul. Accord- 
ing to a recent survey published in the local press, 30%. of 
available space in the capital is empty: 

Rent negotiations are very private affairs, making predic- 
tions difficult. But most sources expect the fall in rents to 
slow this year, continuing a trend which started in the second 
part of 1986. However, rents downtown will be particularly 
hard hit as a number of new 20-30 storey buildings open later 
this year and landlords face increasing competition from 








its owners, the Kukje business group, ss 
faced bankruptcy in early 1985. Govern- 
nent officials at the time complained 
that the building had been almost en- 
rely financed with short-term borrow- 
On Yoido island itself is Seoul’s 
st building. Since it was opened in 
85, the 63-storey Daehan Life Insur- 
ce building has had great difficulty fill- 
g its offices and rents there have re- 
ortedly tumbled more than 30%. 
While all is not bust in the property 
market, what is striking on such a jour- 
ney is the taste for the grandiose, even 
mong companies in deep financial trou- 











Redevelopment in Seoul: (inset) a block. transforming the city. 







~- their counterparts in Yoido and other 
areas On the southern 'side-of the river, 
such as Young-dong. Currently, 
monthly rents in top-rated buildings in 
Yoido and Young-dong average around 
Won 4,500 (US$5.30) a month per yd2 
(equal to Won 3,760 per. m2); plus a man- 
agement fee of Won.7-8,000. This.com- 
pares to Won 13,000 and the same man- 
agement fee downtown. Tenants are ob- 
liged to rent space in hallways and even 
their share of lift space. According to 
usual local practice, the monthly rent is 
equivalent to 10% of an initial deposit 
returnable on departure. 

| 









































eaping huge returns on land speculation 


s we 

tred on the capital. This has since become more difficult 
to increasingly draconian measures against speculation 
at have been imposed by the government. Money moving 
away from land has frequently been cited as one of the factors 
onsible for driving up prices to record levels in 1986 on 

ie Korea Stock Exchange. 
Seoul is not'a cheap place to rent top-class housing. Top 
xecutives from foreign companies: and banks can pay 
$5 ,000.a month for a house, normally with a two to three 
ears’ advance, which at such a rent could mean a downpay- 
ent of US$180,000. Quite apart from the huge sums of 
money involved, this system has its risks: tenants, for exam- 
ple; have no real legal rights in the event that the owner de- 
es to sell in the middle of the contract. 


his system discriminates against foreigners when com- 
pared to the most common system of rental in South 


Korea; known as “chonsei.” Under this tenants hand | 


over a very large deposit (roughly two-thirds of the sale value 


ling) to the landlord, who then draws his fee in the 


rest or use of the money, without asking for rent, 


g the entire amount when the tenant departs. In || 


other words, while foreign tenants are required to. put 


down money that is not returned, locals get it all back. Land- | 
lords know they can keep the system going because with | | 
foreigners “the company pays.” Chonsei rates on typical 
| middle-class apartments in areas south of the. Han river, | 

such as. Banpo or Young-dong, run at around Won 20,000 a 


month. 
Rents on top-class housing for forei 
around 10% ‘in the past six months. Thi 


-rs have dropped by 
ue to two main 


factors: a number of new houses were completed last year in: 


exclusive neighbourhoods favoured Sr foreigners, such as 
Songbuk-dong and Itaewon, and there has been a drop in the 
number of foreign bankers posted to South Korea. US 
anks, in particular, have been cutting costs in.a shrinking 
market by “Koreanising” their staff. 
in areas and buildings favoured by foreigners are in high de- 
mand, with rents on a typical 200 yd? (167 m2) dwelling run- 
“ning at-US$1,300 monthly, usually’with one year’s advance 
payment. | we : 
~The slump in office rental rates has run parallel to a slow- 


down in housing prices. Prices tënd to fluctuate a great deal | 


in the short term, especially for apartments south of the river 
— the newest and most fashionable part:of the city. South 
‘Koreans generally want to own their own houses or apart- 
“ments and the competition to do.so has contributed to the 


‘|. liveliness of the market. Rumours about new developments 


can drive prices up by large margins for a matter of days, and 
: then down again. Adding to the atmosphere of uncertainty is 
the short life of many. buildings due to rushed building sche- 
dules —- cracks appear on the cement sides of apartment 
blocks and the heating and plumbing statt to cause problems. 
Apartments. thus start to 
years. x 
Last year was a good one for Seoul’s top hotels. Among 


the top six (Lotte, Chosun, Hilton, Hyatt, Plaza and Shilla), 


occupancy rates averaged 83.4%, compared to 81.7%. in 
1985. Ironically, they found their rates well below seasonal 
averages of 90% during September last year when the Asian 
Games were held in Seoul — average rates were 82.65%. 


l Regular customers; it seems, stayed away from Seoul during 


mes and the avalanche of visitors predicted for the 
ailed to materialise. 





. Meanwhile, apartments ` 





ose ‘their value after only three . 
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Bargains galore 
n overbuilt 
Kuala Lumpur 


| Nick Seaward in Kuala Lumpur 


mMhere is little doubt that Malaysia is now one of the 
-cheapest countries in Southeast Asia in terms of first- 
_ class office space for multinationals, residential accom- 
dation for executives and deluxe-class hotel rooms for vis- 
ing clients and head-office managers. Any major interna- 
onal company seeking to establish a regional headquarters 
the area would be doing itself a gréat disservice if it over- 
looked the bargains now available in Malaysia. Telecom- 
unications in Kuala Lumpur are no worse than in other 
eighbouring cities and direct air links:to major international 
es. are growing apace. 

here is, of course, another side to the coin. For every 
oor of column-free office space going cheap in the heart of 
ala Lumpur’s “Golden Triangle,” there is one property 
mpany in trouble. And with so muchrof the country’s pri- 
ately owned capital tied up in the property market (aiid in 
‘ocks and shares, much of which are based on property as- 
ts), it has almost got to the stage. whereby an incoming mul- 
tional has to decide between cheap overheads or a 
yant private-sector economy, when making its decision 
setting up in Malaysia. It cannot keep its cake and eat 





is.difficult to quantify the full.extent of the slump in Ma- 
ysia’s property market, not least because the government is 
ery sensitive to accusations that it failed to nip the crisis in 
e bud a few years ago. Itis made ` 
en more difficult by the direc- 
issued by the government-ap- 
ointed head of the Board of Val- 
$, . Appraisers and Estate 
ents, which controls all prop- 
rty consultants in Malaysia, for- 
iding consultants. from issuing. 
essimistic reports on the state of 
market. Consequently, prime 
ffice.space in Kuala. Lumpur is | ago. 
scribed by one consultant as 
ontinuing “to be in good supply.” 
“Good supply” is a gross 
derstatement. Privately, the 
é consultant, estimates that | 
iere are.some 6 million ft? of 
us office space in Kuala 
pur at the moment, if the 


SUPPLY OF 
RETAIL SPACE IN 
KUALA LUMPUR 


















Given th 


-office rentals in 


in the newspapers. 

The government has imposed a:ban.on the construction 
of new high-rise buildings in Kuala Lumpur since early last 
year, but this remedy has come too late. According'to one 
consultant, any developer who has bought land since 1980 
and has built on it will almost certainly be losing money 
now. : M ee ‘ ae ESA 

He calculated that atypical high-rise built in the: capital 
since then would need to be sold for at least M$350.a ft? to 
break even: such buildings are currently worth about M$200 
a ft?. In the rental market; the average net rent of such:a 
building today is about M$15 a ft? a year but probably has a 
holding. cost of about M$42 a f 00° ee 

Not every new building has, been built on land costing 
the M$450 a ft? used in-the above example, however. Some 
companies have utilised- land: banks acquired very. cheaply 
years ago and are now chugging along gently on rentals 
that just about cover maintenance costs of 70-80 M cents a ft2 
and pay a portion of the building costs: Developers have 
been pressing the government. to charge buildings elec- 
tricity at the industrial tariff — a concession extended to 
the hotel operators last year —- in order to bring mainten- 
ance costs down further, but the government feels that it has 
made concessions enough by cutting property gains tax by _ 





half. fees A 
Yields in the office sector used to. work out at around. 
3.5-4% in the days when rentals were in. the region of” 
M$2.50-3 a ft?, so clearly property is not a very attractive 
investment sector at the moment. Property stocks listed on 





rou 





SUPPLY OF 
HOTEL ROOMS IN 
KUALA LUMPUR 
(om STEET 


SUPPLY OF CLASS 1] 
OFFICE SPACE IN 
KUALA LUMPUR 
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ewly completed 1.5 million ft? 
n Banking headquarters is 
into account. en it is 
onsidered that even during the 
ood times, the maximum take-up 
rate was only 800,000 ft? a year, 
the full extent of the crisis now” 
cing Malaysia’s property de- 
elopers becomes apparent. 
It has been estimated that over 
e past two years, the take-up 
ite has been little over 100,000 
2a year. Furthermore, over the 
irse of 1987-88, an additional 




























CAPITAL & RENTAL VALUES 
OF PRIME OFFICES 


_- (Within the Golden Triangle in Kuala Lumpur) 
































“aget -1982 1983 1984 1985 i 
wana: Capital value — M$ per m2 (Right scale) 
an Rental value — M$ per m2 per month inclusive ot 

ee service charge (Left scale} À 
Source: dor Hes, ‘kang Wootton: a 


the Kuala Lumpur Stock Exchange are still offering an aver- 
age dividend yield of 3.4%, however — a rate that is even 
better than the hotels’ sector with about: 2.7%. Part of the 
| reason for this is the relative strength of the low- and 
“F medium-cost residential market in the country, but some of 
the companies are still living off their fat accumulated 10 
years ago. 

Analysts expect the yields to come down once the 


property companies start reporting their 1986 results’ | 
and some companies are feared to be in danger of going - 
under completely. One already has: the inappropriately ` 
named Paper Products (Malaya) Bhd was placed under re- . 
$35 million sec: 


d ceivership early in February, owing about 
ured on housing developments in suburbs north of Kuala 
Lumpur. 


While developers have found little difficulty in selling res- 


idential units priced in the M$25-100,000 range, the middle 
and upper levels of the market have been hit badly by the re- 


cession. Condominiums have been very difficult to moveand 


ccf rentals have fallen by 10-15% overall. : 

In the retail sector, several large projects are due tocome 
in stream. Consultants are reporting a gradual shift in the 
! hopping habits of the public over to large, air-conditioned 

“malls, which are so popular,in Singapore and Hongkong. 
This year will be the acid test, however, as retail space avail- 
ability is expected to leap from 440,000 ft? to 680,000 ft2. At 


tion. = 


- many have shut off whole floors- in'a bid to keep costs down. 
: Construction work on the prestigious Oriental Hotel project 


lack of money and the main contractor has now given up the 
| job, despite it being 95% complete. Just up the road, the 





the Shangri-La is reported to.be up for sale, as are other 
buildings in the Kuok Brothers empire. Deluxe-room rates 











“| M$110 a few months ago. 
“All this; of course, is bad news for the banks. The central 


-| the banks’ exposure to the major high-rise projects was not as 








35% of the loan portfolio out to the constr 
id real-estate sectors. 


hg 


PHILIPPINES 


Getting ready for 


"Ht APH Dy Andy TINNI | 


slowdown 





by up to: 10% -over the past yea 


| Philippine economy inch 
“ment programmes are aimed at boost 


the moment, rentals are M$2.50-4 a ft? depending on loca- 
Hotels are faring badly, despite the concession on elec- 


tricity charges. A four- or five-star hotel in the major cities is | 
lucky to have an average occupancy rate of 60% now:and - 


in Kuala Lumpur has been halted since last March because of - Lal 
.tial owing to the space glut: Ne 
proposed Okura Hotel is still an empty lot while further on, ` 


are now around the M$130 mark, though they were as low as: 


-bank surveyed the property sector in 1985 and-conciuded that. 





great as once feared. However, overall, the banks have about © 
uction, housing || hig! : 
S ae f bound to become attractive to invest 











the good times 


By Jose Galang in Manila 

ging confined to the basement for three years, th 
ippine property market now appears ready for 

TE rebound. The generally bullish outlook for the 

nomy and current low interest rates iming up th 

dations for that recovery, Brokers also note that win 


“from the recent stockmarket revival have started mo 
' wards real-estate investment. 


ling prices and rental rates for commercial sp 


financial district of Makati in Metro-Manila have 


| to levels that existed before the economic recession of 198 
| 85. In some areas (notably in Ayala Avenue, someti 
* seribed:as Makati’s Wall Street) the rates have even 


above these pre-recession levels. The general feeling is that 
more increases will be seen by mid-1987 .as the market start 
absorbing more of the glut that resulted from the busine 

of the past three years. 
or residential accommodation in selected < 


hos sched 
Lare 






After declining by 10% 


Bar 

average of 6.5% from 1987-92. Industrial activity is pr 
to expand by some 10% this year, following increas 
duction in the textiles, clectrical-machinery, garmen 
wear and paper-products sectors. Foreign investors a 
pected to take.a major part in this economic resurge 

This increased activity is already being reflected ir 
property market. Selling prices-of office space in M 
commercial. district (Ayala Avenue and nearby 5. 
lage and Legaspi Village) range from P9-16,000 
780) a.m2 in fairly new-buildings and fro 
older buildings. The rates in Ayala Ave 
ally 50-60% higher than thos ; 
units in the surrounding areas (wi 


‘from-Ayala). In 1985, when vacance 
“some. of the Makati office buil 


“PS ,400-8,000 a m2. 
Rental rates for office space. a 
P80-90 per m2.a month and inc i 
) buildings completed durim 
the’ recession are preferred because of their better-quali 
amenities, including more electrical wiring, telephone lin 
and air-conditioning vents. In the past three years, thema 
ket dictated the terms of lease contracts and property ow 
had to forgo annual-increase clauses to attract tenants. How 
ever these automatic increases may again beincluded in ne 
contracts in the next few months. 
With domestic-interest. rates at historical lows: — 
prime-lending rates are now around 9% —~ and with yiek 
from government securities down to single digits from record: 
highs of about 45% in 1984-85, prc velopment 














PROPERTY S7, 


ply glut is mopped up. Some analysts 

re predicting renewed interest by early 
next year. Prices of construction materi- 
als have remained steady in tandem 
with an overall inflation rate for 1986 
of 0.75%. Some analysts estimate yields 
for property developers of about 6-8% 
based on current conditions, which 
is slightly above rates on savings 
deposits. Also a factor favouring real- 
estate investment is the very thin gap 
between the peso’s rate at banks and 
on the black market. During hectic 
peculation from 1983-85, a heavy de- — 
mand for US dollars kept black-market 
rates at a premium of up to 20-25% over 
official rates. 
The recent stockmarket “boom” has 
so provided a fillip to the real-estate 
sector. Gerardo Lanuza Jr, who is both 
n stocks and property brokerage, says 

















































Makati district in Manila: prices rise. 












JUN ANICOTA 





that many of those who reaped profits 
uting the steep climb in share prices in 1986 have now 
moved on towards residential-property investment. These 
further investments are being made mainly in units that can 
be pes out to foreign investors or executives operating in 
anila. 
The only significant commercial building now under con- 
truction is the 27-storey Pacific Star on Makati Avenue and 
Buendia Avenue (about 1 km north of Ayala Avenue). A 
ood part of the building, estimated to cost some US$50 mil- 
on, will be occupied by the Embassy of Nauru (which owns 
building) and the Philippine Phosphate Fertiliser Corp. 
oint venture between the governments of the Philippines 
Nauru), with the rest to be made available for letting. 
Rents for expatriate housing are also moving faster than 
hose for commercial space. In the classy addresses such as 
Forbes Park and Dasmarinas Village, rents for a three to 
ur-bedroom house start at 220,000 a month, with median 
rates possibly around P35-40,000. At Ayala Alabang, which 
s become popular among foreigners in recent years, simi- 
r units are available at less than 220,000. Most of the 
uses in Ayala Alabang are occupied by their owners, 
ough. An increasing number -of expatriates find satisfac- 
; residences in such areas as Quezon City (some 20 km 
north of Makati’s financial district) or Paranaque (about 10 
m south) for rental rates of only P 10,000 a month or lower. 
it is not unusual for landlords to demand advance payments 





























of up to a year’s rent —~ and in US dollars. Annual increases 
of about 5-10% are usually requested. 

The most exciting area, as far as construction activity 
for residential and commercial buildings ‘is concerned, is 
in the immediate vicinity of the ADB site on East Delos San- 
tos Avenue in Pasig. New subdivisions have recently been 
opened in the area — all of them selling.all their lots within 
a month of them being offered on the market. At Arcadia, 
all 47 lots were quickly taken for 22,200 a m2. A nearby 
project, Acropolis, sold out lots of 300 m2 for P 1,400-1,600 
am, 

At Green Meadows, one of the early expensive areas in 
Pasig, more than 40 houses are currently being erected, obvi- 
ously to be rented out to ADB expatriate staffers, who 
number close to 600. Some brokers expect movements from 
Ayala Alabang, where some professionals working at the 
ADB now live, to areas closer to the new site. At Corinthian 
Gardens, another expensive residence in the area, there are 
more than 80 houses being built. Rents in these subdivisions 
usually start at 220-30,000. 

Foreigners cannot own land in the Philippines. In con- 
dominium buildings, total combined foreign ownership can 
only be up to 40%. Condominium units are a favourite of ex- 
patriates in Makati. Rents start at P20-25,000. Selling prices 
of the upmarket Ritz Towers and Twin Towers in Ayala 
Avenue (across the street from the Makati Commercial 

































uxury home in Manila: expat 


Centre) are reportedly nearing 22 mil- 
we lion a unit. 

A new real-estate company, Philip- 
pine Realty and Holdings Corp., is in 
the advanced stages of planning a com- 
munity of high- and medium-rise resi- 
dential buildings in a 5.2-ha property a 
few hundred metres east of the ADB 
building. A two-tower, high-rise struc- 
ture for yesidential flats will be put up in 
a 1-ha portion of the property, and the 

- rest will be for medium-rise (about 6-10 
storeys) structures. The company in- 
tends to go public before the end of the 
year. 

An old project near the ADB area, 
owned by the Tuazon family (which is 
known for its substantial interests in prop- 
erty development), is being redesigned 
for residential flats. It was started a few 
years back as a commercial building for 
offices. The Tuazon property is located 
near the San Miguel Corp. and Benguet 
Corp. headquarters. : Oo 
















































brings about 


| mated to have declined by 7.2% in yal 
priority projects were deferred to save 
money. But private-sector construction 
activity showed a gain of 16% or so, the 
result of lower interest rates and gov- 
‘C gnment encouragement to banks toin- 
ousing credits as one means of 
lating the economy. 
Private-sector construction activity, ` 








` trial plants, accounted for only 42% of 













and as a result, the total value of 
“new contracts fell by 9.9% after a 
16.5% gain in 1985. as 

` -Despite the improvement in some 
sectors of the real-estate industry, 






- some 90% of construction firms were - 


ng below capacity at mid-year. . 
A survey of the industry found that 
| only 17%. of companies in the sector 






operati 
A 





| felt that business conditions had- im- . 


| proved. The smaller firms tended to be 

~ more pessimistic. They also tend to be 

_| wholly Thai owned, whereas the larger 
| (and more optimistic) companies are 
generally Thai-foreign joint ventures. 
Some builders are also finding it hard to 


aise working capital as they continue . 


9 have loss-making projects on their 
“hands. 

It is difficult for prospective. tenants 
to get an overall picture of the market. 
The absence of surveys commonly re- 
leased in other major regional cities 


_ much of itis vacant and what it ought to 


leases. n 












: campaigns by a number of owners. 










onomic revival 


| modest boost : may not even need the services of an agent They can-pr 
oe bly find something in a matter of days ply by going: 


Tl selective boost to the property sector. The climate vari- 
-E ed widely in 1986 between private- and public-sector . 


| Tans economic revival has given a modest but 
construction activities. Public-construction works are esti- 


| some two-thirds of which was for indus- | 


the new contracts awarded during the ‘| 
J| yea at was not enough to offset the | 
¿decline in new activity in the public sec- 


means it is hard to know how much space t 


ever, that it remains difficult for many: office buildings to get 
- tenants and most owners are reluctant to discuss specifics of 


“A year ago, it was very hard to attract new tenants. We | buy the property in the name of aT’ 
had to make concessions, such as paying for interior decora- | sociate — though this has obvious r ks. 
tion,” said one commercial-building owner. “Now tenants Hotels are the most visible sector, statistically, of 1) 
„are concentrating more on the complete package — price, | property market. Average occupancy rates hovered nes 
service and maintenance.” Companies thinking of moving or 70% in 1986, against about 65% in 1985, though this level 
< expanding will often find themselves the object of promotion still frequently achieved through offering discounts of ù 


_ _ Rough industry estimates suggest that rents have only | occupancy rate was about 67% last year and it is aiming 1c 
risen about 10% in the past two years. Preliminary quotes for | 70-71% this year. The Sheraton plans to equal its 1986 oce 
fices-on the main arteries run anywhere from Baht 110-450 
(US$4.24-17.37) a m? monthly: these, are probably sub- 
ect:to negotiation. Very small spaces often command rents 
of up to Baht 750 a m2, while those taking up spaces in- 
egion of 2,000 m2 can expect much better deals. Older 



















buildings, particularly on Sukhumvit Road, are finding 1h 
they often cannot replace tenants who have moved to 
facilities. 
Residential housing in Bangkok appears very mi 
buyers’ market, at least on the surface. Given reasonal 
flexibility, one can easily find housing in a matter of twi 
weeks or less and the selection will often be overwhelm 
In fact, those who know the exact street they want to live © 






door to door— virtually every street will have vacan 


Ty 
and most apartment blocks will have at least a few va 
flats. 
But no matter how attractive a house may 
iny-season floods, perennial traffic jams < 
way driving system make thorough prior investigation 
ue, as some lower- | datory. There are also no zoning laws angko 
say . Sse otherwise quiet reside en 
punctuated by store 
taurants, and ba 
into the evening... 
Differences. in’ conv 
ness, furnishings and the sur 
can make a dramatic difference 
price, which often makes it hard to 
rive ata “standard” rent. A one 
room flat located off main stre 
i ' mad as Ploenchit Road or South 
ROOM AT THE INN Road, will rent { Baht 10-15 
| (Estimated total hotel rooms nationwide) £ aren pier ng sila 0. 
P ca p nding on the quality o! 
ings. Because of the tax struct 
flats. are furnished, so tena 
paying rent for fw 
not use and don 








































































| er flats and Baht 3,000 on lar 
ones: owners will often prefer 
let flats remain vacant ratin 
reduce their asking rents sign 
ly. 







If commuting time is not a cc 
ation; two- or three-bedroom detac 
houses, often with gardens, can be 
on the side streets of Sukhumy 
for Baht 15-20,000, though very 
houses can rent for twice t 





here really is, how 
cost. Itisclear, how- 


rule is no exception. In this case, the tactic k 
‘hai friend or Business a 
















50% on published rates. The Hyatt, for example, has said I 


pancy rate of 68% in 1987. 

A 70% occupancy level is only about break-even point 
most hotels. Convention business is expected to pick up by 2 
much as 15% during 1987, due partly to the promotional a 
tivities surrounding Visit Thailand Ye: 















DONESIA 


lut continues 























































j Vaudine England in Jakarta 
he. oversupply of prime office space in Jakarta during 
the past few years continues, but the construction of 
| new buildings is nearing an end. Only two develop- 
ents are under way. One, known as the Midcity will be 
pleted late this year and has the Bank of Tokyo as a key 

nant. The other, a new headquarters for Bank Negara "46, 
be:completed in 1988; will mostly be taken up by the bank 
id related offices. A total of 80,000 m? in new office space 
come on stream this year, 40,000 m2 of which is already 
counted for by owner-occupiers. Estimates by Jakarta- 
ysed property consultants suggest that equilibrium in this 
ket will be reached in mid- 1988. 
However, the market does have a bonanza of new build- 
gs completed in.1986, which are still seeking tenants. A car- 
ed-over surplus of space amounting to 88,000 m2 exists, 
roken up among about 20 buildings. 

ese include the imaginatively designed headquarters 
he Dharmala Group, Wisma Dharmala. The building 

tropical style of architecture, with an abundance of 
rhangs, plants and pillars. The rental rate is US$14 per m2 


7 per m? per month. Sources say the building cost about 
1,000 per m? to build, compared to the local average of 
+ US$700 per m2, excluding the cost of land, finance 
consultants. 
imost opposite Wisma Dharmala on the city’s main and 
ost. popular artery road, Jalan Sudirman, are the newly 
mpleted headquarter buildings for two more banks — 
se Plaza and Wisma BCA (Bank Central Asia). Further 
‘th are two more new buildings, the Bank Dagang Negara 
adquarters and the new head office of Danareksa, the gov- 
ent’s capital-market agency. 
f the new buildings completed in 1985 which are still 
eking tenants, the largest is The Landmark Centre. Al- 
ough Citibank and IBM have made this their home, up to 
m? is still available. 
All the buildings in this bracket are regarded by interna- 
valuers to have facilities, management and infrastruc- 
comparable to the best in Asia. Prices have edged up- 
ds from the lows of US$8-10 per m2 per month of a couple 
ears ago, to anything from US$8-14 at present. Monthly 
ice charges are traditionally added on top of the rent and 
y from US$6-7 per m? for prime offices. Space in slightly 
buildings is going for US$8-10 per m2-a month, consid- 
y down from the US$$24 per m? that was charged back in 


irents are denominated and payable in US dollars. 
doing their costings in the local rupiah faced a consi- 
able increase in costs as a result of the September 1986 de- 
jation of the rupiah against the dollar of 31%. 
~ Overall, there is an estimated 20% excess in total primary 
ffice supply. Property consultants Richard Ellis estimate 
supply at the end of 1986.was 836,800 m2, with vacant 
ce of 157,029 m2. The amount of office space taken up be- 
en December 1985 and December 1986-was 120,000 m2. 
Investment in office space. remains the legal prerogative 
ndonesians or foreigners involved in joint ventures with 
he continuing lack of a. title act, which would 


ionth, exclusive of service charges which are around 


Although quiet, Jakarta’s office market has been the re- 

cent target of some attempted buyouts. Property developer 
Joko Sugiarto, of the Chandra family and business group, is 
engaged in trying to buy two established properties, Wisma 
Kosgoro and: Wisma Antara. His attempts to buy Cen- 
trepoint, another older prime property, were rebuffed‘ in 
favour of a suggested deal with the local Toyota dealership. 
Sugiarto already largely owns two of the plushest office deve- 
lopments in‘ the city — the Lippo building and Kuningan 
Plaza band H. 

Yields to be expected from office buildings are “at:best” 
13-14% in rupiah terms. As the income arrives in the form of 
dollars, it compares favourably with the current 9.5% cost of 
borrowed dollars. Several plots of land remain to be bought 
within the city’s central business area. Pre-devaluation land 
prices ranged from Rps 400-700 ,000 (US$244-427) per m2: = 

The times are still not good enough, however, to persuade 
developers to break ground on a variety of planned new 
developments. For example, there are plans for the consis- 
tently successful Wisma Metropolitan. Land II office towers’ 
to have a friendly neighbour in the form of Wisma Metropoli- 
tan HI. This willbe a tower block twice the size of those-al- 
ready up, but construction work ‘is not expected to, begin 
soon, though it could go ahead in the next two years.. 

New hotel projects are under way, despite declining occu- 

; pancy rates in the past year. A 2.5-ha site has been bought. 
(for US$10 million) for a five-star, 400-room Regent Hotel 
project and the Hyatt Aryaduta is building a 200-room exten- 
sion this year, Most notable is the Plaza Indonesia, a joint 
hotel and shopping complex planned for the central Hotel In- 
donesia roundabout in Jakarta. The hotel (to be a Grand 
Hyatt) will have 450 rooms and the shopping centre more | 
than 400 shops. This project, costing at least L 83200 million, 
is being undertaken by the Biman Group and is expected 

tobe completed in about two years time: 0 00 0 h 

Although the Hilton, Borobudur. Intercontinental, the 

i-Pacific and the Mandarin continue to dominate the hotel 

































Property moguls 
rejoiceamid © 
prevailing gloom — 


By Lincoin Kaye in Bombay 


usiness confidence took a drubbing in 1986. Plung- 
ing stockmarkets, the government temporising on its 
mounting payment deficits and a 


liberalisation initiatives, tax raids.on top industrialists, 
yerstrained exchequer all 
took their toll. But real-estate investment has proved im- 
mune. to the prevailing gloom. Prices for prime Bombay of- 
. fice space have-appreciated nearly 33% over the past year, 
while undeveloped land in choice locations has appreciated 
at almost twice that rate... E 
Indian metropolises present such ase 
property developers can blithely fix their pric 
ings’to realise a flat 18% return on investm: 
tested industry norm. That is about in lin 
borrowing rates and as muchas 4.5 percent 
than the long-term rates (based on the state-s 
Most developers have realise higher | 
land speculation. and secondar) 
the general public had no chance 






oo 





















market that 
n new build- 
the uncon- 



















which cater to people requiring short-term accommod 
Further ahead, is a development of 193 apartme 
Jalan Subroto, not far from the Hilton. Develope 
same people as Wisma Metropolitan, these two tower biog 
upancy rates range | will be ready in 18 months. “This will be a serious test of the 
Us$100 a night. market,” said one analyst. He was referring to the desir 
expatriate population of Jakarta — for whom these units aF 
designed — and the lack of interest on the part of Indone 
sians in a high-rise lifestyle as well as their inability to pay th 
“rents being asked. 
In the retail-property sector, there is a demand for mo) 
high-class shopping outlets, especially since the depar 
tax was increased to Rps 250,000 a time and reduced the | 
E ion among upper-middle-class Indonesians for ma 
rips to Singapore, Ratu Plaza and Gajab. M 
are the two main high-class shopping complexes 
» charge rents of up to US$40 perm? per month. T 
pensive piece of real estate in the city is the Pasar Ba 
ping area, where 20-year leases at up to Rps 6-7 milli 
m? were charged prior to the devaluation, 
gs as for the construction of additional retail space are 


‘areas — the southern area. of Blok Mand ana 





road. Commitments are not expec 

an assessment of real consumer-spendi 

power since the devaluation has-been orat 
Indonesia's second-largest ci 


| of USS 
ot 
t 








wards, since no property stocks are listed on Indian bourses. | private land banks also. Considering how relatively few 
Land cost is the prime culprit in pushing up the price for. |> them there are to go around in the face of steadily mount 
property. Building costs amounted to just Rs 2,150-2,700. | demand, downtown metropolitan property deeds are wo 
| (US$165-207) per m2, or barely 6% of the price of prime of- |} far more.than their weight in gold. : 
- | fice space, according to K. G: Krishnamurthy, technical-ser- | | And like gold, they have become a store of valw 
vices manager of the Housing Development Finance Corp. | “black-money” holders eager to park their il-gotte 
HDFC). What has put prices through the roof, he feels, is | According to Prakash Doraiswami of HDPC sprs 
he sheer scarcity of building room along Bombay’s seaside | vices department, only 20% of the compensa 
commuter corridors. The island city’s geography tellsonly | land sales is paid in visible bank-cheque fo 
half the tale. l paid in “black” cash. For built-property : 
Most of the scarcity is administéred. Rent controls have | component can range anywhere from 40-6 
frozen. much of the choicest inner-city land into pre-World : 
War II tenancy patterns. Landlords’ returns on these build- o prevent such understatement of property values, 
ings are so low that few have found it worthwhile to maintain’ T October 1986 law requires t! authorities Ñ 
their property at all: Hundred-year-old.downtown slums lit- notified of intended: i les: i 
erally dissolve with each year’s monsoon. Density of occu- | puts vendors at risk fora three 
pancy means a family of four has to survive in 1.5m3ofspace | the government can pre-emptively L i 
in small places. More bodies spįll out onto the sidewalks and | stated price. By the end of 1986 the government had con 
gutters, which “house” half the city’s 9 million population. cated 71 parcels of real estate valued at Rs 238 million natic 
Land-ceiling laws give the government the right to confis- | wide, amid much fanfare from the press. 
cate some 7 million m? of vacant Bombay holdings. AH the Market sources remained sceptical, though, about mh 
policy has accomplished ovér.the past decade, however, isto | long-term effect of the new policy in light of New De 
effectively decimate the urban-land bank due to drawn-out | mited intervention capacity, both financially and politica 
“litigation. More land that might be utilised for low-cost hous- “After all,” said one real-estate expert, “much of the t 
ing has not become available because of labour pressures | money in the property market ultimately finds its way imtoo 
against closing down the sprawling and chronically loss-mak-. | ficials’ pockets.” 
ing textile mills in the city’s industrial heartland. Aside from this attempt to reduce. the black-market pre 
The scarcity problem is further compoutided by the fact | mium on land values, regulators di in 1986cto « 
that property developers go in for hoarding. One developer, demand side of the property-pr 
Rizvi Builders, is believed by market sources to have amass- | passed to encourage at least mi 
d more than Rs 2 billion worth of holdings, while others, | controlled properties. 
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ke Lokhandwalla and Hiranandi, may welb have sizeable ngs the option of acqu 








payment of 100 months rent. The other allows 

capitalise on money spent on the upkeep of old buildings and 
ecoup 15% of it a year through rental surcharges (after.a 
“year grace period to allow penurious tenants a chance to 
ve out). 

“On the face of it, the acquisition option looks attractive 
enough for tenants, since the rents were fixed at pepper-corti 
rates amounting to just.a fraction of a percent of what simi- 
larly sited space would command today. But the new law 
sharply restricts the transferability of these properties, so few 
have found it worth- p 

while to ante up the few 
thousand rupees it 
would cost. and the new 
slation has had scant 
ipact on property mar- 
ts. 
















































ë maintenance-ex- 
penditure law holds out 
more promise of even- 
ally bringing city- 
centre rentals into line 
th market realities, 
t only for landlords 
epared to make major 
pital outlays on “gen- 
fication” in order to 
oust long-standing ten- 
ints. It will take near- 
y 12 years to recover 
nvestments, which 
i a pretty | 
abby“ return (about: 
o compounded), but it 
ht be worthwhile if it 
what restores land- 
$ ownership rights. 
ould also help restore 
e moribund rental 
arket. 
| With property prices 
aring, and interest 
rates propped up, no- 
önal rents on: all pre- 
ises should be rising 
apace. But tenants, ance 
they get a foothold and 
fix a controlled rent, are 
unlikely ever to leave,so 
landlords simply refuse 
to rent space, especially to Bombay locals, who are the least 
likely to leave. 




















aradoxically, this gives foreigners an advantage in 
broaching the Bombay property market, according to 
| HDFC economist, Arun Motianey. “Rightly or 
wrongly, multinational companies are regarded here as birds 
of passage,” he says. Asa special concession, they may be 
en the option of a three--or four-year lease on a property 
ran up-front payment of a sum that assures the owner his 
8% return on investment. 

Often as not; though, that sum will be demanded in cash, 
cording to property broker Rajesh Mehta, whose family 
rm (Sashi Mehta. Enterprises) has been in the real-estate 
üsiness in Bombay for three generation. Otherwise, land- 
ords may require remittances in foreign currency to overseas 
bank accounts, to beat India’s stringent exchange controls. 
Some foreign concerns, especially diplomatic missions, 
baulk at such conditions, Mehta reports. But all too many 

mply. 

Still, firms may be better off fronting-up such cash sums 
ner than camping out (as some executives have had to) in 











COMPARING | 


(Property prices | ? 
Rs ‘000 per m?) 





to occupy the galaxy of four-star hotels around the Church- 
gate area. i 
Càlcutta, which long made do with a single five-star hotel 
(the Oberoi Grand); is now gearing up for the new entrants 
from the Taj and Welcome group chains. And even in New 
Delhi, where overbuilding for the 1982 Asian Games created 
a glut of hotel rooms, occupancy rates have exceeded 90% in 
; o ooo ta first-class hotels, sharp- 
ly up from the previous 















aroo 
Other Indian cities 
suffer from many of the 
| problems: that. creat- 
< ed Bombay's property- 
< price explosion: market- 
deadening land-tenure 
laws, migrant hordes, 
space . constraints and 
enough ambient wealtt 
ato stir... developers 
greed... Indeed, prices 
| have:started to spiral in 
«other. major met- 
.ftopolitan centres, as 
‘well. But nowhere 
else have all these 
factors reached:such 














5 on` the wane. And 
: southern India has yet to 
see the rise of such 






Running expenses” rapacious developer- 

(Raper month) i cum-land speculators as 
come i Bombay. 

Vested interests have 

so. far successfully 


thwarted numerous 
schemes” for relieving. 

the- pressure “on so 
“Bombay. real estate 
i There are: proposals for 

REVIEwDIAGRAMby andy Tang hydrofoil links and sea- 

side causeways designed to ease the commute from commer- 
cial centres to such bedroom towns.as Juhu, Santa Cruz and 
Bandra. Despite the backing of such lustrous names as Tata, 
Galadari of Dubai and Maker Enterprises (a prime property 
developer), such schemes have sunk into bureaucratic ob- 
livion. 

A far more ambitious plan has been kicking around. for 
more than 20 years to “decgnt” population and commercial 
activity into a purpose-built: satellite city. Some. key 
wholesale markets, like the iton and steel and cloth: bazaars, 
have been shifted to New. Bombay and its population has 
lately crossed the half-million mark,.including 1ts.own scat- 
tering of street squatters. o 

But infrastructural and transport links-have been slow to 
keep pace with New Bombay’s development timetable. State 
and local government offices, which-were. to lend crucial 
momentum to the scheme, have also resisted moving en- 
masse to the satellite city. An early promoter of the scheme, 
Charles Correa, sums up the “brutally simple” obstacle to his 
vision of urban renovation: “The people who can pull the lev- 
ers to change Bombay, don’t need to.change Bombay. In 
fact, they often stand to gain by the status quo.” 





‘Locality: Lake Market area and 
Alipore. ; 









: We give you Asia, 
minus the myster 


- Asia is home to more than half of mankind. Every day, 


events are happening here that not only shape the re- . 
gion’s future but affect the entire world. The Asia 1987 









Yearbook does more than cover these events- it com- 






can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook... 


Now in Its 28th Edition 
* The Asia 1987 Yearbook, now in its 28th year, is sie: 
and more comprehensive than ever before. ‘Matching 


the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone __ 
‘who needs to know about Asia must have on the book- i 


shelf. 


-> Features 
=o The Asia 1987 Yearbook includes two. new chapters eae 
covering a historic year in South Asia, and analysing US 


involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The- 


Power Game, Population & Food, Development Banks, 
“Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 

Pacific, Asian & Pacific Organisations, and a nee 
of. the year's news stories. 


As in the past, the Asia 1987 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. ` 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 







‘Country-by-Country Analysis 
_ Each country is discussed with up-to-date reviews of its 
» Politics and:Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1987 Yearbook gives 
_you localised, first-hand informatio) 
arket potential and population trends 
vement and social and cultural 


piles, analyses and interprets them. No businessman - 
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ds to | 
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By Michael Kelly in Hongkong _ 
hen he was in the national service, 
and his vantage point was from a 
tank turret in Algeria, French Jesuit 
ichel Masson decided: there were bet- 
er ways to understand a people anda 






hat decision taken in the 1960s and 
asson’s Hongkong vantage point for 
study of China. ote 
- Masson now leads a team of three 
Jesuits, two French anda Canadian, de- 
oted to studying the evolution’ of con- 
temporary China from their base in 
‘Hongkong. 
Their work involves research, writ- 
1g for a range of scholarly and popular 
blications, . sponsoring .. workshops 
d-discussions that gather academics, 
usiness people and diplomats to con- 
major developments in- China. 
‘heir principal activity is the production 
a fortnightly newsletter called China 
y Analysis (CNA). Each edition is 
-6,000-word assessment of a particu- 
r topic as it has been treated in 
se press, 








an 20 dailies from around China, plus 
5 periodicals and academic journals 






three writers produce interpretations of 
developments in the economic, political 
nd cultural life of China. 

“What we seek to dois assess under- 
lying patterns in the contemporary 










ichael Kelly is an Australian-based Jesuit priest 
and the director of a centre specialising in Asian 
“social issues. 


Practising the puzzling, 





culture. There is a connection between: 




















he Chinese f 
The Jesuits, along with a staff of half 
lozén Chinese assistants, read more | 


n the basis of this raw material, the: 





priestly art of sinology 


evolution of China,” says Canadian 
Maurice Brosseau, editor-in-chief of 
CNA. “Our method is to reflect on how 

| the Chinese see their problems. and as- 
sess the solutions they are working on.” 
The trio likes to joke about thé ac- 
cusation that they represent a form of 
espionage in ecclesiastical camouflage, 
directed against China. “Various peo- 


‘Chinese — have built a mystique about 
us,” says Brosseau. “They fancy us as 
wrapped in secrecy and intrigue. There- 
ality is far more mundane. Our funds 
come from subscriptions to the newslet- 



















ple — diplomats, church people, some © 


| yesterday. The first Jesuits were in 
|} China in the 16th century, and it was 
| those. | 

| journals 


ter [US$140 a year] and our time is 
taken up with writing, tedious news- 
paper reading and managing on tight 
money margins.” The newsletter has an 
international readership of China scho- 
lars, business firms, government. de- 
partments and embassies. nk Tee 
Each member has a: particular 
background and training for the work. 
All are fluent Chinese speakers and 
readers. Brosseau has a doctorate in po- 
litical sociology from the University of 
Chicago. Masson has. a doctorate from 
Harvard University. Yves: Nalet. re- 
ceived. his doctoral ‘degree: in: history 
from Paris University with two years 
post-graduate study at Nankai Univer- 
sity in Tianjin. ae 
Why this single-minded dedication 
tothe study of China? And why bya 
group of Catholic priests? The three 
answer in several voices. Echoing Sir 
Edmund. Hilary’s explanation of his 
climbing: Mt Everest, Brosseau: says: 
“Because it’s there!” ae 

































Nie takes amore. historical ap- 
S proach: “I suppose ‘it’s because we 
Jesuits inherit a long tradition of reflec- 
tion on China. We. didn’t come. along 






onle writin their. letters and 
who were the first Europeans 
to interpret China to the outside 
world,” says Nalet. 

“Today we do it differently, I sup- 





. pose, Our group is called Weixin, after 


the first Chinese Jesuit priest, Zheng 
Weixin [1633-73]. The effort at 
humane understanding which those 


| early: Jesuits undertook sets something 


of a vision for us. But it’s up to us to spell 
out what that tradition means today,” 
‘says Nalet. : tet 
For many years CNA has been anim- 
portant source of precious information 










Martha Avery in Hongkong 
e most instructive examples of that 
cardinal lesson in Chinese ‘philoso- 
hy, “A white horse: is not -a horse,” 
ome when: the Chinese: Government 
hanges its mind about something. Sud- 
nly, a white horse is no longer a horse 
ut something altogether different. Liu 
haogi is no longer Mao’s successor but 
_aspy; the Gang of Four is no longer rev- 
lutionary but capitalist-roader. A good 
‘cat is no longer good simply because it 





















| Martha Avery has translated Half of man is woman 
into English, and it will be published later this 
ar 









A novelist as an obscure 
bject of attack, 


again 


catches mice — the colour of the animal 
is again extremely important. 

China’s writers are learning that les- 
son right now. Their brief burst of rela- 
tively free expression has ended. 
Among those being criticised in the cur- 
rent campaign, Zhang Xianliang is one 
of the most notable: the Chinese media 
seems to have focused on him for at- 
tack. 

‘The ostensible reason is his use of the 
subject of sex in his work. Brief mention 
_ of this in the foreign press have titillated 
non-Chinese readers: what do the @hi- 


















nese talk about these days when they 
talk about sex? Just what did Zhang 
say? What did Zhang say that would, 
and has, caused the government to tell 
publishers not to publish him? 

Shortly after Zhang was singled out 
by Deng. Xiaoping for criticism in 
January, of this year, . publishers 
throughout China were told not to pub- 
lish a:work that he has: been’ writing, 
parts of which have been serialised al- 
ready in a provincial journal. The mes- 
sage to publishers was that Zhang is not 
to be published.again until he changes 
both his subject and his style. 

The work that-has been specifically i 
banned is called Good morning, friend. 
By the ‘author's description, this work 
deals with the problems of China's 

i bil people who face 
;. Inthe words of 
th 

















| ple. 


|- practised exegete of the 





=. day he is working on a 












on what is happening 

‘China. Founded in 1953, it 
‘was written for 30 years by 
‘a. highly regarded and: | 
idiosyncratic Hungarian 
Jesuit, Lazio La. Dany... 
When there were“ 
foreign journalists in 
China, especially- during 
the Cultural: Revolution 
(1966-76), the publication 
managed a number of 
scoops. It was La Dany 
who. first announced the 
fall. of Lin Biao, for exam- 






The Hungarian was a | 


forms of the official 
Chinese press. He would 
read, sometimes well ahead 
1 of other:commentators, 
|. shifts in policy and the for- 
: tunes, of individuals. To- 





~ multi-volume study of China since 1949, 
CNA and its resources moved into 
the hands of the new group in 1983. 
ck They bring their own perspective, train- 
|” ing and interests to the task. “We aren’t 


“looking for scoops,” says Nalet. “Ours | 


is a more reflective activity, discerning 
patterns and charting the evolution of 
China. What is.special about our work 
today is the pr 
twice a month using the large range of 
publications we read and the perspec- 
tive we bring as trained sinologists.” 
| oo Reading the Chinese press, a con- 
‘trolled. and cautious medium, has its 
frustrations.’ But Brosseau detects. a 
change over the past two years. 
“|. “T think there is far more of a sense of 
“history developing,” he says. “Ten 
years.ago, the Chinese spoke as if their 
command of the situation was complete 
and triumphant. Life in China was one 
success and victory after another. Even 
two years ago, they weren’t saying 
things as directly as they are now. 


ws 





uction of a newsletter | 


characteristics 
cial agenda is ¢ 
minded and intel 
coherence is not ifs 
But it has legitimise 
many topics.” 
Then, opposing the: 
| ficial agenda, Masson see 
“two other agendas. Or 
he says, can be fo 
the renewal of interes 
thinkers of the 1930s wh 
yere Mapping new: 
for traditional philo: 
He. summarises 
| nuances of this current 
1 thought as “hoping for 
best” in the selective a 
sorption and assi 
[cof foreign culture and i 
achievements into Chin 
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ian 


Today, beyond any ritualism, there is 
far more honesty.that:- China is a poor 
country, that there are problems and it 
is Chinese who have created them: They 
wonder why it is that they have not gone 
ahead as a nation and live a lot more 
easily with the idea that China is not the 
centre of the world.” 





eadlines, for 25 newsletters each 

year generate a wide variety of to- 
pics: industrial and rural organisation, 
youth, ecology, energy, civil law, work- 
ers, foreign relations, the fortunes of 
political personalities and cultural issues. 

The analyses seek to identify pat- 
terns. At pean Masson sees contrast- 
ing agendas in China on the subject of 
cultural development. 

“There is the official agenda which 
wants the development of a ‘spiritual 
civilisation’ with Marxism. as its core 
component,” says Masson: “This per- 
spective can reduce complex. cultural 
factors to simpler terms managed by 








deals. with “things like masturbation.” 
With sincere concern, the official asks: 
“Why. does. Zhang have to write about 
things like that?” 


Ti question ina limited context may 
be valid. Ina country facing the ten- 
sions of change and modernisatjon, why 
should Zhang add the destabilising ele- 
ment of sex? China and all Chinese have 
traditionally dealt with that slippery 
subject by keeping it tightly. covered. 
Even modern-day Hongkong is surpris- 
ingly prudish: pornography is tame, 
nudity is cut from movies and sexual 
matters, including birth control, are 
rarely discussed. Why does Zhang, at 


this delicate moment in China’s reform | 


“process, bring up the subject of sex? 
~o The answer, to those who oppose 


ork. He is using a cheap trick to publi- 








‘himin China, is that he wants. to sell his 


cise what otherwise would have no audi- 
ence. He is “trading in smut.” 

The objection to sex in his work is al- 
most intentionally beside the point. His 
work is worth reading, for its political 
and for its human message: It is perhaps 
that message that China’s censors are 
more worried about. 

To a non-Chinese:audience, the sex 
component will seem ludicrously mild. 
It too, however, is important. One of 
Zhang’s main: points is that China's 
totalitarian government over the past 30 
years has de-sexed its population. It has 
not only instilled in its own people a pro- 
found distrust, which ranges from dis- 
trust of the government to distrust of 
one’s own relatives, it has castrated the 
will of people to stand up for them- 
selves. They have been made both men- 
tally and physically impotent. 

This ist brought out Pn in Zhang's 








| 





| tradition. 
“The other agenda i 















































uo Ct yet 

proposed to them in the € 

olution is today seen as deplor 

“Younger intellectuals do not ofeel 
ible for any tradition wha 

t they do feel responsi ci 

fate of their own generation. Th 


agenda is tocriti : 
tions and cultural forms. They 
from. among. them those el 
Chinese. or otherwise, old or ne 

fit the demands of ‘modern comscioy 
ness.’ The soul-searching literature 
much discussed in the last two year 
aims precisely at ‘discovering with 

ern eyes’ atid restructuring the trad 
tion,” says Masson. 





sical love. He is part of a world fre 
which civilisation has been 
away to reveal the most basic and p 
tive of animal reflexes. He is also part 
a society in which wives inform on the 
husbands to gain political poms, anc 
Sor with party secretarie VIVE 

art ot allthis could be said to relate 
to sex, yes) butina moredim 
sense it relates to the human.co: 


we 












































hich can be ignored. =- ~~ -| ECONOMIC HISTORY - 
Zhang war bor in 1936 in Nanjing, MIC HISTO 
following secondary schoolin Pe- 
king went to- Ningxia as a teacher. He 
was labelled a rightist in-1958, and for 
the next 20 years was repeatedly sent to 
prison and hard labour. He was re- 
habilitated in 1979, and he continues to- 
ive in Ningxia: 
Why does a writer who-has lived in 
such an obscure place for 29 years de- 
Serve the attention of Deng and the 
Chinese media? Surely other more cos- 
-mopolitan writers have experimented 
‘ith sexual themes in their work? ©. 
First, Zhang is one of the few in 
ina who can and does write with au- 
ority about the labour-reform, camps 
in the northwest. He has been through 
them, and he is articulate enough to be 
persuasive in describing them. 
Secondly, he isnot cowed: He has 
the desire to write honestly, and his 
honesty includes questioning the au- 
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Te post-war economic history of the 
US and Japan. has been very much 
formed by their vehicle industries. Ifthe 
American auto industry was in its full 
glory after the war, its Japanese coun- 
terpart, was in a battered state, only 
|; emerging as a reckoning force through 
, Steady innovation and realistic plan- 
ning. One of the key car visionaries of 
Japan, Naohiro Amaya, once believed 
that if Japanese imports to the: US 
stayed at 10%, things would be fine for 
both countries; but if they went to 20%, 
there would be a major political reac- 
tion in the US. Now the level is 30% and 
the US is in the grips of an industrial 
crisis. 

All this must be seen in the context of 
several decades of complacency on the 
part of the American business: intel- 
ligentsia which underestimated the 
powers of Japan. “The going joke. in 
Detroit at the time of the Shah’s fall was 
that if you scratched the paint off a Ja- 

anese car you could see the Budweiser 
American beer} label’ underneath,” 
says David Halberstam in his epoch- 
making study of the histories of Ford 
Motor Co. and Nissan Ltd, which sym- 
bolises the tragedies of industrial 
America in the 1980s as well as the 
triumph of awakening among the Ja- 
panese. 

Halberstam, the Pulitzer prize—win- 
ning journalist whose gaens best-sell- 
ing efforts, such as The powers that be 
and The best and the brightest, created 
literary history in the US, has come out 
with a book that is as complex and im- 
mersed in the history of our times as the 
specific subject it deals with: the waning 
industrial dominance of the US and the 
rise of Japanese economic power. 

Halberstam begins The reckoning by 
introducing Charlie Maxwell, whose re- 
sourceful Wall Street brain had fore- 
seen the energy crisis. He had con- 
templated a new industrial paradigm 
that would revitalise lethargic: Detroit. 
Had his popan been taken seriously 
by. the self-congratulatory executive 
population of Detroit; probably, this 
book would not have to be written. 

In 1973, when he visited the Detroit 
decision-makers, they were not yet will- 
ing to take the price of oil any more seri- 
ously than they had-done 20 years ago. 
Within five years, the Shah of Iran was 
deposed and the bastion of American 
‘power in the oil belt crumbled. Then, 
the Detroit car manufacturers still vied 
‘with each other to generate gas-guzzling 
steel monstrosities, which they belicyed 
























rity of the communist. party. His 
‘writing questions the ethical standards 
of communist party leaders and the 
party’s theoretical underpinnings. 
Thirdly, he commands a large audi- 
ence in China. Many young people have 
read his work. He is influential, and this 
‘concerns those in China who are begin- 
ning to look at the colour of an animal to 
determine what it really is. 
In Half of man is woman, the pro- 
gonist feels that if one wants-to influ- 
ence the world, “the least [one] has to 
do isshout -— never mind thatitis amuf- 
fled shout from under:a blanket of re- 
ression.” Now that Zhang’s new work 
has been banned in China, it looks as 
hough even his muffled shout has been 
silenced. It is important that. his. work 
not. be dismissed as only being about 
sex. Itis not. It is a personal and honest 
appraisal of a mass psychosis. In it, by de- 
scribing the loss of control over private 
functions, from language to sex, Zhang 
as condemned the pervasive impact of 


talitarianism. 



























So long Ford, hello Nissan 


The reckoning by David Halberstam. William Morrow & Co., New York. 













of the American Dream. 

rid outside the US was 

fad preparing : 
tenges, espe 
: ho be 







come a hostage to oil (the Japanese im- 
port all of their oil), and that the time 
had come for an economic shift from the 
traditional heavy industries which de- 
-manded so much oil into the new hi-tech 
industries, which used far less. 

‘Amaya also was taking into consid- 
eration. the change of its labour struc- 
ture which used to be disciplined and in- 
expensive. Amaya saw that the rise of a 
new middle class was radically changing 
the labour force, and if Japan failed to 
change its production strategies it might 
become: hostage to the labour forces of 
South Korea and Taiwan.. 

Because of the blind faith in the. in- 
dustrial superiority of the US — which 
produced and co ed 90% of all oil 
in the world in the 191 sand because 
of the US’ inability to take into account 
the international and political changes 
of the 1970s, the Japanese seized 25% of 
American car market. When Amaya 
negotiated with the Americans an 
agreement limiting the export of Japan- 
ese cars to the US it was a reversal of his- 
tory. 

The image of quality created and sus- 
tained by the Japanese electronic manu- 
facturers enhanced: the image of their 
cars, simultaneously affecting the pre~. 
stige of the American auto industry i 
its home market. Even the most patrio- 
tic American would now calla GM ora 
Ford “junk.” 


Arouet The reckoning is a history of 
market competition between Ford 
and Nissan, the range of its inquiry is 
matched only by its drama, trans- 
porting the reader back and forth in 
time,.to.and. from Detroit and Tokyo. 
Halbersjam provides». abundant 
sociological, .. political, historical. and 
economic. details. which act) as a 




































e ais 
bring him even greater profits. 
- Indeed, by 1916, Ford’s profits after 
“taxes were about US$60. million. The 
day after his announcement of the new 
wages, more than 10,000 men stormed 
the gates of the Ford plant looking for 
work. What changed. Nissan into an in- 
dustrial giant, too, was its tackling of the 


labour currents, which was a national... 


trend that consolidated the forces of 


|. production in Japan. 


< «Japan under the reign of Gen. Doug- 
las MacArthur saw an upsurge of 
socialist labour unionism that was 
crushed in 1953. The Korean War had 
“already put industry in high gear by 
creating a quick demand for trucks, 
Jeeps and even napalm shells. Hal- 
berstam portrays the decade-long battle 
- of the autoworkers, led by Tetsuo 
» Masuda, whose dream of a new Japanof 
the working class was buried a decade 
before he was buried in 1964. Even the 


Car-assembly line: 


attrac 
abour unrest and thus | 





tions. It likes to receive signals, but does 
not emit them.” 

The US and Japan had much in com- 
mon. in their attitudes to.work during 
their formative periods. The American 
industry was created in the forge of the 


torgi 
Protestant work ethic, but if Jobn Cal- 


vin were to come back to earth, as a wag 
put it, “the nation where he would feel 
most comfortable in would be Japan.” 


Aoine the subtle. realities that 
made the Japanese challenge. the 
mighty industrial powers of the US, 
Halberstam quotes the Japanese writer 
Ichiro Kawasaki: “In. Japan work is 
ceremony. To the Western worker, the 
job is an instrument for the enrichment 
and satisfaction of the real part of life, 
which exists outside the place of work. 





new, company-controlled union chose 
to obliterate the memory of the smash- 
ing of the union movement, about 
which the outside world knew nothing. 

Halberstam recalls the experience of 
the American trade unionist Leonard 
. Woodcock, who heard speaker after 
speaker .at the founding convention of 
Japanese. Autoworkers, © talk -about 
| something terrible that happened in 

-1953 as they pledged not to allow it to 
‘happen again. 

“What are they talking about?” 
|< Woodcock: asked Ichiro. Shioji, their 
` Jeader. 
cen “Ao strike we had herein 1953,” 

Shioji-said, “a long and difficult one.” 
Woodcock had not heard of this event, 
‘one that. was to continue to. have the 
“most: profound impact on Japanese 
unions and industry, and an impact on 

the US in terms of industrial challenge, 
< Halberstam has to be commended 
unearthing the obliterated behind- 











For the Japanese worker, life and job 
are so closely interwoven that it cannot 
be said where one ends and the other 
begins.” 

Halberstam looks closely at the 
growth of Ford under the leadership of a 
series of whiz kids, who reduced the 
whole business into facts and figures. 
Those whiz- kids included Robert 
McNamara, Lee lacocca, Semon Knud- 
sen whose emphasis was more on bigger 
profits than in better cars made for the 
logic of the times. 

During the 1960s, when Henry Ford 
H was hiring and firing presidents, when 
all the other Detroit houses were wal- 
lowing in narcissistic pleasures, two Ja- 
panese sales managers, Katayama on 
the West Coast and Kawazoe on the 
East Coast of the US, were quietly in- 
culcating a new habit — Japanese cars. 
By 1968, the Japanese replaced the 
West Germans as the No. 2 producer of 
mator vehicles in the worid and had al- 





y, they acy 
an image of quality and prestige. 

With the successful oil embargo tha 
began in October 1973, Americans 
began to notice the crack in their old 
world order. Halberstam calls this a 
“truly historic victory for a region that 
had been suffering under a kind of eco- 
nomic néo-colonialism.” 

While Henry Ford Tl was chasing 
girls in Europe and his new Pinto ca 
were blowing up all-over the co 
and as Ford’s Iacocca pronounced th 
the manufacturer would no longer. 
responsible for the quality of cars, 
Japanese were. quietly and car 
reading the trends in the internation 
economic order, They particularly too 
note of American labour costs, and a 
more alienated generation of worke 
influenced by Vietnam and Watergate 

If the Opec embargo was the 
blast of self-confidence in the M 
East, the small-car revolution dignifies 
the Japanese industry. Even Amaya, 
the soft-spoken mastermind behind the 


| Ministry of International Trade and Ine 


dustry, who used to adore American 
technology and business genius, was: 
cracking jokes about the Americai 
economy: “The more Nobel Prize win: 
ners in economics a country had, th 
ners likely its economy was to go down» 
it.” 
The reckoning concludes. as Ameri: 
can industry regains some of its ori 
strength by 1 
low interest r 
and a. self-ex 


| Japanese are 
the southern. U 


cludes cars, parts and Japanese cars. 
with an American label. 

Halberstam’s 752-page book is more 
of a screenplay than’an analysis of t 
factors that led to the drama. 
The author. only hii 
weaknesses of the A. 

‘One wants ton 
renowned. higher ion’ sys 
the US thatdaid the foundation for 
industrial technology of the modern 
world, and its notoriously crippled pub- 
lic school system as well. ; 

The author provides greater insigh 
into the Japanese mind that suffers! 
the Little Orphan Syndrome. Th 
worst fear is about the rise of less-de- 
veloped Asian nations that might out- 
Japan them. Apart from such observ 
tions about the cultural reasons of the 
crisis, most of the theoretical and stati 
tical data related to the currents of th 
industry get lost inthe drama. Yet, the 
reader gets areal picture of the actio 
it unravelled in Detroit, Tokyo, Wal 
Street and Washington. 

<- Thomas Palakeo| 
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here is much‘to boast about in the 
Sony story, the story. of how a 
shrewd marketing man with an en- 
neering background, Akio Morita, 
and a brilliant engineer, Masaku. Ikuba, 
elieved it was possible to marry tech- 
iology to business. It was far from a 
mere exercise incopying. Western Elec- 
ic may have had the original idea for 
e transistor but Sony, which acquired 
patents and was told that its only 
itable application as a consumer pro- 
duct would be in hearing aids, rede- 
signed and rebuilt it for a purpose which 
its inventors had not envisaged — the 
transistor radio. 
This was followed by.compact colour 
TV sets, video tape. recorders, the 
Walkman and the compact disc player, 
developed. jointly with Philips, which 
should have known what was likely to 
happen and prepared for it.instead of 
rushing off to Brussels clamouring for 
rotection from Japanese imports. 
“The book may not add much to what 
as been covered elsewhere about the 
rategy and management policies of Ja- 
hese companies (the importance of 
ey cre view, loyalty to the com- 
ny, close relationship with the banks, 
concern for market share), but it gives a 













































ee of explanations dependent on un- 
tenable home-spun notions of unique 
panese characteristics, and is about a 
mpany which is somewhat unconven- 
tional by the standards of major Japan- 
ese corporations. 

Often Morita has some quite sensi- 
ble. advice to offer which may seem self- 
evident but which still has to be taken 
aboard in some quarters. For example, 
the need “to do something to make a 
business out of a new development” 
which involves upgrading the product 
and keeping ahead of the market. 
Motita’s notion is that brilliant ideas 


make money out of them, an at- 
de. which the numerous :science 







p: 


nded to encourage. oe 

~The book has its blindspots. Morita’s 

nderstanding of Japanese history: and 
society falls back.on exhausted cliches. 
A statement such as, “without class dis- 
putes, despite the communist and 
socialist party propaganda, the Japan- 
ese, who are a homogeneous people, 
were able to cooperate for their com- 
mon welfare” is audaciously revisionist. 
The. era of industrial peace, which is 
much admired abroad, was only estab- 
shed in the early 1950s after years of a 
bitter labour struggle in which some 
companies resorted to ruthless. union: 









esh perspective. On the whole, it is | 


nd Nobel prizes are useless if one can- 


ks popping up around Europe arein- 





n ehind the label 
Made in Japan: Akio Morita and Sony by Akio Morita with Edwin M. Reingold and 
itsuko Shimomura. E. P. Dutton, New York. US$18.95. 


busting tactics. It has nothing to do with 
spurious notions of Japanese homo- 
geneity. 

Morita asserts that “the Japanese 
worker appears to be satisfied with a 
system that is not designed only to re- 
ward people with high pay and leisure.” 
It does not occur to him that the worker 
has been given little choice. OECD fig- 
ures may show that Japanese workers 
are earning two-thirds that of American 
workers, but the cost of living, accord- 
ing to official estimates, is 50% higher 
than in the US. Not to mention the in- 
creasingly prohibitive cost of land which 
has made the idea of owning a home for 
the average employee in the major 
urban areas impossible. 

Moreover, without strong company 
ressures a worker might prefer more 
eisure time. For example, a recent poll 
















-case of Japanese good intentions over 
imports. It seeks tax parity with the 





| open. It is usually only in closed: 


| reasons, he fe a 
| of. the yen since September 1 





However, Morita has no solutions to 
offer to the problem of Japan’s huge 
trade surpluses. He does not acknowl- 
edge that there may be structural im- 
pediments to import penetration in 
Japan. For example, the EEC has. made 
the duties.on Scotch and brandy a test 





‘domestic products. The Japanese have 
responded with a proposal to create a 
new category called spirits. that would 
protect Japanese products... 

Morita. encourage: reign. com- 
panies to make the same kind of efforts 
to crack the Japanese market as: Sony 
did in the US and elsewhere (for. in- 
stance, the 30-year-old Sony executive 
who was responsible for setting up Sony 
Germany, spent his evenings studying 
German, paying the tuition fees out of ~ 
his own pocket). 

Morita is convinced that Japan is 
moving to open its markets,.but forgets 
to add that this.owes much to foreign 
pressure orto explain why it is necessary 
to set up shops like Sony Plaza which |. 
specialise in imports if the market is so: | 





















economies that there are special shops 
for imported goods. Morita suggests 


| that one of the main causes of the trade 


imbalances has been the problem of ex- 
change _ rates, f bvious 
preciatic 
985 has 





gone too far. 

Morita’s implicit rejection of the 
view now fashionable in some places in 
the West that service industries are the 
wave of the future is matched by his 


strong belief that it is only a flourishing 









d marketing. 











by the Prime Minister’s Office reported 
that about half of Japanese workers 
wanted shorter working hours. “Com- 
pany patriotism” and job satisfaction 
are all very well but the price exacted is 
strict conformity to the notion of fulfil- 
ment through work. 


M orita has a number of more general 
observations to make about the in- 
ternational economy. He is a strong ad- 
vocate of industrial performance as the 
criterion on which to base the value of a 
country’s currency and is much in favour 
of a return to controlled exchange rates 
which he feels will end the madness of 
companies becoming objects of ‘ex- 





has a point as the capers of the corpo- 
rate raiders, insider informants and the 
| whole paraphernalia of: junk bogds, 


change for money traders. He certainly . 





industrial base that can produce the real 
value added to push the world:economy 


| forward. This assessment should. ring 


loudly. down the corrid 
Western capitals 
After all, Calif 

model of post-indust 
come poorer in relation to other states. 
Service industries, including those in 
Silicon Valley, do not: generate as much 
employment or output as traditional in- 
dustries nor, except for a minority, simi- 
lar wage levels. x 
‘Even during. his brief service in the 
Japanese Imperial Navy; Morita: was 
not shy about saying what he felt, often 
for perfectly valid reasons; and through- 
out the book, in contrast ny West- 
erners who prefer not to say things that 
will upset the Japanese, Morita speaks 
his mind regardless of the sensibilities of 
his audience. His puc temperament 
relishes swipes. at such sacred. cows as 
those with MB iro i 


of po 
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By Paul Ensor in Seoul 


south Korea’s shipyards, battered K 
by several years of deep recession in: 


world shipping industry, are fot 
showing signs of recovery. After wh 
one sales manager described as “a ter 
. ble period” for new orders i n 
1985, there was last year a j '- 
ders and a rise in pea beginning in th 
fourth quarter of the year. The trend 
seems set to continue for the first part o 
from January’s resul 


the appreciati 


marginal rises in the won, cut- | 


from Japanese yards on how to ee 
vith the problem of falling business.” 


Among the lessons learned, coopera: 


tion among. the major yards on pricing 
and order taking, and cutbacks. in 


ur seem to have been the most im- 


portant. : 
© At Daewoo’s yard in Okpo on the 
south coast, the labour force has shrunk 
from 22; 000. to 19,500 during the past 
year, though he: company i 
point out th iost of the cut bees 
“made in subcontracted labeur. I 
| Ulsan, Hyundai Heavy Industries’ di- 
1 erector of ship sales Chung Ik Yong says 


orkforce at Hyundai’s: yard has : 
cut by 25% in the past few years, ` 


but stresses that many workers have 
' been reassigned to other Hyundai sub- 
sidiaries. As in Japan, layoffs at large 


companies are an PENE sensitive ; 


ese a 
it: South Korean yards w 
h a 


¿rean overseas const! 
~~ also suffering from a- cyclical 
downturn, and once avid price-cutting — 
| competitors — have been a sobering — 


_example to the sh 


past. few 
ig cautious a 





South Korean shipyards, 1986 





: quarter of 1986 by: delayi ! 
‘of new orders i in the thi 


operation between 
come in the form 


banker s says th 
ction companies 


Iders. 
Nevertheless, 
ears ha 

ut the future, and still not 
certain that the latest upturn automati- 
cally bodes. well for the fiture. Ship 


THEFUTURE 


, South Korean order books 1986-87 














ofo ders really began in Jab 
ippeared to be hitting roc 
yers] saw before 


locket p prices for Japanese Hitt 

hich can account for up 
of a ship's value, are t 
cost increases. Chung estimates that the 
affects of the strengthened) yen, coupled 
with the won’s 3.2% rise agains 
dollar last year, raised average 
20% in US dollar terms —~ roug 


same as the year-end price increase, but 


not allowed for in orders t 
Chung expects the won te 
6% against 


local and o toreign ‘mainly Tap 


{ content in South Korean ships, bu 
F sources agree that efforts in the 


tion of greater localisation are be. 


ii some fruit. Three years ago, k 
tent ün value terms) averaged 


|| cording to one foreign b 


since fallen to binge aL 





mited domestic emand 

- The rushrof new orders hes aleen con 
entrated in the tanker category — 2 
he 51 new ships ordered for expor 


scor 76% of the tonnage. -The 


ker buying spree has come in antici- 


pation of higher demand for cheaper! 
oil, and buyers have favoured small ves- 
s: Cheaper oil has taken its toll on the 
ffshore structures business, however: . 

w orders fell by almost half to US$135 |. 
illion in 1986 compared with the year. 


efore. Chung feels that prevailing 
eight rates are still so low: that 
and will likely not harden until rates 


purchase of 
ips from Daewoo. 


Since US Lines filed for protection | 
under Chapter 11 of the US bankruptcy |. 


code, the fate -of .the order; which 
Daewoo has completed and delivered, 


-has been up in the air (REVIEW, 11 


*86). The US$570 million contra 
financed with a- US$114 — millic 
downpayment from US Lines and-a 
complex set of loans. and mortgages held 
on the ships. 

According to Daewoo, with the sale 
of the ships (on which it holds a second 
Dan. and thanks to \insurance 
by the Korea Export Import. Bank 
which covers 90% of its exposure, the 


| shipbuilder is not likely to have to. 


ing 
dy knew this kind of thing could 


‘hapi ypen.” When the orders were made,. 


US Lines seemed. as reputable a cus- 


“tomer as many others. 


An the problem pitring pressure 





pectations ran high: when, only a 


ks before India’s budget | 
sented, Prime Minister’ 


k over the fi- 


ng direct charge of the exc 


l equer: 
ol aach bold social initiatives? Or was- 


rowing his weight, as head of gov- 
ehind economic: reforms 


ed out, Gandhi’s maiden 


displayed neither the 


n nor the -economist’s 

rather. the... politician’s 

vocation. Anti-government news- 
pe e budget “lacklustre, 
scapist, a damp squib and a dupe.” 


en the pro-Gandhi Hindustan Times. 


alled the budget “populist.” The price 
for the exercise came out to Rs.56.9 
illion (US$4.4 billion) by way of deficit 
much the largest in India’s history, 
nd 53% over the budgeted gap for the 
jious year. By trying to give no of- 


ce to voters on the eve of widespread | 


tate Gandhi 


legislative. elections, 
ms to have pleased nobody much. 


Lest he be branded “pro-rich,” Gan- 


ti shied away from fulfilling business 
for duty relief and ped 
: seda 


April Rs 14. 
ect tax revenue, according to page : 


jections. Nor did Ga 


-actoss the. board, with. the . 


revoked, it stands by default. Neverthe- 
less, its omission from the budget 
speech was a contributing factor to: the 
‘immediate stockmarket reaction. 

Share prices straightaway. 


Stock Exchange . ‘Index shedding 25 
points in the immediate post-budget 


“session. Analysts also ascribed the crash 
|-to thwarted expectations of a “soft” 


budget, and a shortening of the holding 
period for capital-gains tax concessions 
to one year from three. This prompts in- 
vestors to liquidate blue-chip holdings 





make any | 
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Tax receipts 




















‘Batate duly, wealth tax and gift tax, 
sk Hot olan eae th puree ond uiion tenitories against O E of 
entetprines. 


t To slates: union territories and foreign governants. 
+f Includes Fie 12 bition for foodgrain bitter stocks. 


mmay hot sally dus to rounding, 





lunged | 
ombay |a. 





nd their way back into — 
1 om re. -venturesome 


Opting for import sub- 
stitution at the expense of industrial 
modernisation, the budget raised by 
30%, duties on. equipment imports for 
new projects, The budget trimmed 16% 


-off .customs. levies, on machinery im- 


ports to upgrade existing plants. 


INDIAN BU BUDGET 
































ns to the large gap betwee 


price agreed upon for the ne wuilding 


and the current low. prices fo 
¿new orders, The customers’ aim 
has been to drive the final build- 
“ing. prices lower. through stall 
tactics while freight rates stay” 
nprofitably low. Disputes can- 
on for several months — 

his in the midst of a year- 


ispute. with a customer | @% 


cerning an order of seven. 

ips. It seems- likely that ris- 

y prices will lessen this prob- | 
lem which has, in some cases, | 

forced: a yards, to ‘reschedule their” 


i pitalgóðds iah for new. 
well as old ones will be taxed at | 
te of 85%. The net effect will | 
‘ket |. 


leave Indian industrialists out of p 


do 


the years of 


whi eceded the 
is hae left an ur 


mark on the industry w 


backlog of orders 


mo e than the governmen m 
1986-87: he revised e: 


by Rs 17 billion, according to budget es- | y 


timates: Asa further measure to con- 


serve dwindling foreign-exchange re- | 


es, Indians travellin: 
“purchase their 


the already-inflated official 


hange | 
rate. Travellers within India will face 
an extra 10% levy on luxury hotel bills... 


soaps and processed foods. The fuel- 
ficient Maruti Auto, a Suzuki-clone de- 


poon as a “people’s car,” was slapped _ 
tha 5% tax increase on its sales price: 


d a 25% increase in import duties on 
are parts. Smokers will c 
vstimated Rs 20 billion (nearly two- 


thirds of the budget’s projected incre- 


excise fevenues) in cigarette 


or the | poor, there was a smatter- 


ing of tax reductions in wage-goods and “sion 
_ yet-more promises of grandiose social 


>} programmes. But the bottom line — the 
unprecedented deficit — 
newed inflation, which could undercut 


“real incomes across the board. Finance: 


Ministry spokesman Bimal Jalan held 
out hopes of some price relief due to the 


extension of the modified value-added 
| tax scheme to 10 additional categories 
_| of goods, thereby eliminating the “cas- 
cading effect” o recurring taxation at — 


abroad will 
$$500. hard- 
currency allotment for two years from 
government banks at a 15% pre! cae 


| duct are not “hard 
cough up an 


bodes- re: 


seemed u to pees 
mmission mi 


‘former West Bengal finance minister 
ne 


Ashok Mitra fret that the fastest grow- 
ing components of gross domestic pro- 
foods” sectors like 
agriculture and industry, but rather 

“non-productive” services like banking 
and ‘defence. By the same token, the 


rit: of the runaway. deficit is | 


ing non-plan expenditure. 
se in a year of ten- 
ouring countries. Civil- 


ng overdue in- | r 


sive food subsidies, 


oe ake reflect 
efective demand 


successive stages of production in those Fo 


sectors. But it remains to be seen whe- 
ther. ere. will pass:on the tax 


A control. 





: metropol 





ear signs that production is be: 
ing more efficient. The shrunken work 
forces are becoming better train 
wider variety of tasks, and prod 
time has been Edi 


new ¿management 
: former Paewoo Heavy r Taer, ; 


; brough in 
his success. 





much to bring non-plan 
efor niak exp 


|. gations of | 
dustry) 


ion for up O Rs 
mortgage repayments a year. S 


ousing costs in the m 
‘cities, but in pro 
towns it could provide a major incentive 
for home purchases. 

The morning after. the budget 
sentation, lee 


~a classe preen vf bi 
ity — dh 
tion “received ; 


hat. amounts to a tax dele 
rathi than a tax exemption,” grouse: 
a passenger. He found the new s 
ings plan less attractive than th 
time-deposit schemes under which | 
wards of 50% of savings up to Rs ¢ 
a year were exempted as long as th 
were left untouched for at least. 
years. For the time being, the tw 
schemes will co-exist, but it appears th 


| new plan would: eventually supplant th 
sid one. 
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Mr Half-percent 


Hongkong’s budget gives away little — in money or ideas 


By Philip Bowring in Hongkong 
C all it sensible caution or total lack of 
imagination, Hongkong Financial 
Secretary Piers Jacobs’ first budget was 
remarkable for its blandness. Faced 
with a buoyant economy and the heal- 
thiest fiscal position in five years, Jacobs 
tinkered with a few taxes but shied away 
from any significant initiatives. He call- 
ed for debate on the desirability of in- 
creasing the relative burden of indirect 
taxes, but made scant contribution him- 
self to the debate. 

He disappointed those looking for 
clues to official thinking about the de- 
| sirability and financing of major new 
_ infrastructure projects, like a proposed 
¿new airport or extensive harbour deve- 
opment. Those expecting that he would 

at least address, if not resolve, tax issues 
concerning the financial sector such as 
interest tax on debt instruments were 
disappointed as well. Jacobs’ approach 
“was summed up in his own phrase: 
“Gentle progress will serve us best,” 
‘certainly a contrast to his choleric pre- 
‘decessor, Sir John Bremridge, But the 
ipproach did not suggest he had any 
deas of his own about how to use the 
ircumstances to best advantage. 

In macro-economic terms, the bud- 
get was slightly expansionary compared 
with last year, but the government sec- 


tor overall still has a deflationary | Jacobs: ‘gentle progress.’ 


stance, with an overall surplus of 
HK$1.8 billion (US$230.8 million) fore- 
cast from government operations. 

The most notable feature of the 
budget was a reduction by half a per- 
centage point in the standard rates of 
profits and salaries taxes, to 18% and 
16.5% respectively. The cost of the 
salaries tax cut and of concessions on tax 
bands below the standard rate would be 
HK$650 million in a full year. The pro- 














fits tax cut would cost just HK$310 mil- 
lion. ee 

Even combined, these figures are re- 
latively small compared with total re- 
current revenue in the coming year 
(starting 1 April) estimated at HK$45 
billion, and surpluses on the general 
revenue account of HK$3.7 billion in 
1986-87 and an-estimated HK$1.7 bil- 
lion in 1987-88. (In-addition, the gov- 
ernment has been building up surpluses 
on capital fund budgets of HK$1-2 bil- 
lion annually. Reserves in these funds 
now total some HK$12 billion in addi- 
tion to general revenue reserves of 
HK$20 billion.) 

The surplus was attributable to sub- 
stantially higher-than-expected rev- 
STEADY GROWTH 
Hongkong GOP (% change) 


oan 











| by China or by those Hongkong people 


; j half | appointed to advise on investment of resporise toa pressing need fo 
“proceeds on sales of land and | thefund. > a pressure which no longer ¢ 
5 of development premiums The cut in profits tax seems particu- | seen as too small to Dean tncenti 
/ go intoa speci ji OEN vestment.at a time when otherjunis 
| for the benefit of- tions, such as Sin ag and US 
-1997. Special | paces have ‘higher standard rates but a much. 
rative- Region wider range of allowable deductions, 
ment, the impor- have been cutting standard rates shar 
and volatility of dy. reduction to 16.5% would have 
evenue is now cost only an additional HK $900 milla 
| There also remains an argumen 
‘both logic and equity for re- 
position of this rnir form signers ra 
nd ae areny ; i 
-o ; 








Ys. 
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in effect? Or will 


stole Fund isa dunigue investment concept 
erin oe some of the best funds and ı managers ave ailable in Hong 
Kong and offering three i investment strategies. dey 


. ie Fidelity he 
participating in the fund. 


To take advantage of this im 
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igarettes, al 


i Ci 
ı products and in fees and ' 


sumption taxes fall heavily on a few 
items and not at all on most. If increas- 
ing demands for government services — 


otably education, health and welfare: 


— are to be met, there must be a 
broader tax base and that is more easily 
achieved via indirect taxes than by hav- 
gi r nal numbers of salaries- 

[he contrary argument — 
‘tax is regressive and in- 


vd inequity in income distribution | 
seems unlikely to cut much political 


ice. However, broadening of indirect 


ly to be piecemeal as opposi». 


y any general sales or value-added 
uld be overwhelming. 


endin E ‘side, Jacobs showed 


; eference for capital ‘outlays. 
ile Bremridge had talked loudly 


ting the growth of the pub- . 
he le 


is axe during t 





Complementary moves 


Hongkong’s First Pacific plans to buya small Philippine pax: 


¿By Jose Galang in Manila 
he Hongkong-based_ First Pacific- 


group which is tied closely with In- 
donesia’s Liem Sioe Leong group, is ex- 


panding its investment thrust in the- 
Philippines with the planned purchase | the 
oof a government-controlled bank. The 4 | 


group’s gen company for bankin 
interests First Pacific Holdings, had of- 


“fered P420 million (US$20.5 million) 

for Associated Bank, one of the small-.| 
> est (in terms of assets) of the country’s 
25 domestic commercial banks. 


The group’s trading and marketing 


carm, First Pacific International, early 
_this year tied up with Filipino business- 
“men Enrique Zobel and) Albert del 
‘Rosario and acquired major 
pharmaceuticals 
| turing and marketing firm, 
_ Metro Drug. The group also 
cset up in October a local 
stock brokerage venture, 


manufac- 


First Pacific Securities 


i Philippines Inc., in partner 


- | ship with prominent local 


ara 
her de meting rpurchane of equity in 
the Mass Transit Railway Corp. design- 
ed to improve its balanoe-ahees rather 


than permit it to expand. The initiation | 
of some major new projects should en- 


sure that momentum of capital spending 
d for two-to-three years. 

capital spending, 

hed by recurrent 


a projected in- 


vil ge pimpen of 3% 


aims to keep its spending ov slightly J 


below that of the GDP. verall, in real 


terms government spending is set to rise. 
4.9%, compared with the estimated 6%. 


GDP "growth for 1987 and the govern- 
ment’s medium-term forecast of 5.5%. 
No major fiscal-policy issues were 
essed. However, one change 
mentation will be useful to 


¿securities 
| Uy-Tioco 


of 20 ; 
gain, albeit m est- 


between 
‘about rules gov 


leaders: George 

and Antonio 
Roxas. . i 

For the Metro Drug pur- 


chase, First Pacific invested 
some P500 million, half of 
which was borrowed locally. 





An datininted: pS ‘million was s put into 
the brokerage venture. These moves 
were preceded much earlier by the ac- 
uisition o vestment house (now 
pital cor.) and a 


cs taken over by go : 
ns during th 


al ted 
to some P2. 3 ‘billion. down 
11% from the end-1985 level. 








The twilight zone 


Pakistan’s first EPZ fails to attract many investo r 


By Husain Haqqani in Islamabad 


akistan, a late entrant into the field 
“of countries offering bonded factory 


-areas for investors. seeking a low-cost 


export manufacturing base, has been 


“unable to make its venture work. Its 
‘first expo 


rt-processing zone (EPZ) at 
area has failed to attract significant 
ore 


government 

the zone has re- 
in an incentive package less 

favourable than those offered by other 

EPZs in the region. 

_. The government is now revising in- 


d | centives in an attempt to revive the in- 





| terest of potential investors, particu- |. 
| darly overseas Pakistanis, and salvage i 
the first EPZ, while plans for a second | fre 


EPZ in Lahore have been shelv 
Work on the 300-acre Karat 


„started in 1980 and by last year ieee gov- 1 
: (USsi8.9 had spent Rs 327.3. million | 


US$18.9 million) on pl sical develop- 


investment or make a significant 
contribution to exports. Disagreement. 
departments: 





due to low labour costs and proximit 
the consumer markets of the 





compared Í 
illion ‘posted by top-tanking 


| Joans-to-deposits rati 
-uid assets-to-liabiliti 


First. Pacific say ‘that the Hongkong | 
‘group is ready to offer better terms than |. 


hat T may forward.. 
his mark: in an elect 
usiness, Union Industri 


ing 
expanded into paper manufacturing. in. 


per Mills Inc. He was also in- 
“the. family business Union 


‘current: R First Paci 
p 40% of Associated R. 
emaining 60% to be sh 
group of Filipinos allied wit 
(Philippine law limits fo 
ip of domestic banks to 40%. 


Pacific ‘would buy Philippine foreign 





ann 


To- 
irst 


debt ata discount and the peso proceeds 


sop 
“amounting to the original value of the | 
| obligation would be invested in the 
The d 


-<The government’ s: current attitude 
ieta buy-ins in financially troubled 
banks represents a shift from the | previ- 


. | ous policy encouraging me 


consolidations: The si 


felationship be. 
and stability. ® 


led panke now- being scrutini 


riginal incentives packa id 
port of goods fre i | The 


(after payment of normal tariffs 
Dort taxes), the Central Board 


: facility. Now foreign maanteiden i 
‘ing overseas have access to the 
i market while goods produced | 


| inthe EPZ must be moved offshore. oqa 


trom the EPZ woald be tows 


on im due to the plough 
ack of tore pi ing 


e next five years. No 
are available: Boe this 
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Singaporeans find Australia 


attractive for investment 


By Nigel Holloway in Si ngapore 


; i soared ‘Singa- 
pore has emerged as one of t 
significant source 

the country. A: 


Of that figure. at nes AST, 
was borrowing © 


the offshore money 
~The five other government-control- An 
ised’. 


Since these: 4 


these has: been 


cates of f deponit since ‘December in the 


| two centres. These have been use 


domestically in Australia or have 
swapped off shore at lower interest rates. 
into other currencies. Australian-do 


accounts offer interest rates of 


16%. compared with around 4% 
Hongkong dollars and 3.25% for Sing 
pore: dol ats, 








x the latter. Of this 
amount, only A$91 million (paid-up, 
rather than market, value) compri 
investment in corporate equities by Sin- 
gaporeans, against A$82 million from 
Hongkong. The. remainder is made up 
of investment in real estate and items 
like financial transactions between Aus- 
tralian subsidiariés and their parent 
companies. Direct Malaysian invest- 
ment in corporate equities was greater 
than either Hongkong or Singapore: 
A$98 million in June 1985. 

Australian assets have grown stead- 
ily cheaper with the decline in the value 
of the currency. The Australian dollar 
has fallen against the Singapore dollar 
from $$2.67 in 1977 to $$1.44 today, but 
analysts say this has not played a signifi- 
‘cant part in attracting investment from 
Singapore. Many speculators from the 
|. city-state burned their fingers badly in 
_ the collapse of the property market on 
Queensland's Gold Coast in the early 
1980s as they watched the fall in the 
“Australian dollar reduce further the 
value of their investments. 


ong-term Singaporean investors re- 
mgard Australia as a place in which 
her to diversify their risk or to settle 
poe they choose to leave the city- 


` year of the scheme’s operation. 

The Oversea-Chinese Banking 
Corp. (OCBC) and its. affiliates are 
probably the largest Singapore invest- 
_-ors in Australia. Partly in recognition of 
this fact, OCBC was allowed to set up a 
full banking operation there in May 
1986, the.only local financial institution 
‘to-do so. Straits Trading, a member of 
ae group, emerged late last year as a 

o 

lassmaker ACI International. Apart 

m Khoo Teck Puat, some of the 
biggest names in Singapore business 
have been associated with Australia re- 


cently, most of them in property. And | 


Ho Whye Chung, Robin Loh and Tan 
«Chin Nam all have significant stakes in 





shareholder in the Australian | 


Japanese investments boost Singapore’s manufacturing sector 


By Nigel Holloway in Singapore 


53% appreciation of the yen against 
the Singapore dollar since Sep- 
tember 1985 has led to a surge in direct 
investment from Japan into the city- 
state. New investment by Japanese 
companies in the island’s manufacturing 
last year doubled to $$489.7 million 
(U$$229.4 million) from 1985, exceed- 
ing US investment for the first. time 
since 1979 when Japan’s capital commit- 
ments peaked at $$319.4 million. 
This sharp increase in Japanese man- 





ufacturing activity in Singapore was 


MONEY IN 
Investment commitment 
to Singapore 
(Excluding petrochemicals) 


probably the most important single fac- 
tor behind the sector's faster-than-ex- 
pected recovery last year, which in itself 
prevented Singapore from recording a 
second consecutive annual fall in gross 
domestic product. The government has 
strongly emphasised the role of its cost- 
cutting measures in promoting econo- 
mic recovery. This was an encouraging 
point for multinationals, but it was:prob- 
ably outweighed as 4 growth factor for 
the Japanese by the yen’s appreciation, 
Japanese businessmen, bankers and 


[oes J 0 | 


(S$ million) 








Australian real estate, while Jack Chia | 


has just pulled out of a troubled A$1 bil- 
lion South Yarra building project in 
Melbourne. 

Analysts say that the size of indi- 
<- vidual direct investments by Singapo- 
“reans in Australia have decreased in the 


stockbroker, the subsidiary is being 
sed as a vehicle for expanding its con- 
struction and trading business in China, 
taking advantage of, among other things, 
cheap official Australian credits. 


Source: Economic Development Board. 


‘ABLE by Ricky Hui 





son, Trade and Industry Minister Lee 
Hsien Loong, have made separate visits 
to Japan since the yen started td rise and 
the Economic Development Board 
EDB), Singapore's investment agency, 
as greatly boosted its efforts in Japan. 
According to the Japan External Trade 
Organisation, Singapore attracted 63 
Japanese companies wishing to invest 
last: year, half the total number of Ja- 
panese commitments to Asean. 
| | Singapore also has been helped by 
‘the fact that almost all the household 
_ names in Japanese electronics and elec- 
-ical products have some sort of factory 
the city-state. The export depen- 
dency of these firms has forced them to 
shift production offshore at a surpris- 
ngly fast speed. Their Japanese 
suppliers of components have had to 
follow suit. This has had two effects on 
the pattern of Japanese investment in 


Singapore: the electrical industry com- . 


prises a disproportionate share of total 


Japanese capital commitments. and. 


‘most of the plans involve expansion of 
existing plant rather than the introduc- 
on of new firms to Singapore. 


‘The EDB does not provide a break- 
vn_of Japanese investment patterns | 
asurvey last November | 

: panese chamber of com- 
erce showed that 81% of the 3,700 
w factory: workers needed by the- 
chamber’s manufacturers over the fol- 








ports. Domestic exports of radio and 


V sets rose by 13%; much of it from Ja- 
panese firms selling tothe US. 

Aiwa, a subsidiary of Sony, opened 
its second factory in Singapore in Feb- 
ruary. It expects its output of audio pro- 
ducts from the city-state to be more than 
half the company’s total production b 
the end of the year. Toshiba says it will 
shift half its Japanese. output (for ex- 
port) of TV and audio equipment to 


| Singapore. Sanyo is increasing its pro- 


duction of air-conditioners from 50,000 
to.400,000 a year by the end of 1987. 

Of the 700 Japanese companies, 
Matsushita Electric has expanded most 
rapidly in Singapore. On 26 February, it 
said it would add S$50 million to the 
$$200 million it had originally planned 
to spend over the next two years, bring- 
ing its total commitment in Singapore to 
$$440 million. It will expand production 
of automation equipment, refrigerator 
compressors and tape recorders. Some 
of the new investment has. pushed 
Singapore up the skills ladder; Sony, for 
éxample, has picked the island as its first 
overseas centre for making precision 
components for compact-disc players 
and office equipment. 

_. One analyst in Singapore reckons 
that a continued: Japanese investment 
wave this year will depend on the deci- 
sioris of small- and medium-size Japan- 
ese companies chasing their large cus- 
tomers overseas. o 





AVIA 


High-flying 
plans 

Thai Airways reveals a heady 
expansion schedule 


By Liz Carver in Bangkok ; 
fficials of Thai Airways Intera 
‘tional (Thai) have announced a 

bitious» routé-expansion ‘plans which 

would require the airline virtually t 

double its fleet by the mid- 1990s. At the: 

same time, they have reiterated their 
opposition to privatising Thai -~ while 

agreeing to examine a suggested merger . 

with: domestic carrier Thai Airways Co. 

“I see no need at the moment [for . 
privatisation], especially in the next 


five years,” vice-president for finance | 


Thamnoon Wanglee told a Thai mar 
keung conference. Thai officials said 
that the only prening reason for privati- 
sation would be to fund expansion, 


which they said was not a problem at |: 


present. Thai is able to borrow on its 
own at rates only.0.1-0.125 of a point 
higher than it would with government 

guarantees, Thamnoon said. 
Thamnoon said there had been a 
marked shift in Thai's sources of finance 
between the five years ended in Sep- 
tember 1982 and the period from then 
‘Like many other 


as its major fun 
the current five-ye against 
11.7% during the earlier five years), . 
Commercial loans have fallen to 2.2% 

| FLYING TARGETS < 

: (Th gs sapan oa 


{Tha esparn: 











he total in Septemb 
count for 56.2% bj 
while yen finan 
should fall to 36.4° 


September 1992, 
at 64. 3%, 


: Hongkong dollar debt. ) 

Pre-tax profits were Baht 1,5 billion 
(US$57. 9 million) in the year ended 
piconet 1986, Thai’s 22nd consecu- 
é year of profits. The current-year 
fi igure is projected to be twice that 
nt, assuming that Thai sells two 
aircraft for some US$60 mil- 

ds to help pa 
ended range) 
delivery. of its 
th and eighth: A300-600s in 1988- 
89 and tw '-300s during the next 
nging the fleet to 30. Pas- 
; i 1.9% on in- 
14.8% 

i the. tukeni fiscal 
capacity should rise. 10,1% 
continental services and 3.6% 


on 
ear, 


, Bangko! 
a eint 
an market. Vice presi ent 
in Pamon-Montri, 


kok is likely to encante g 

etition in the European market with 
the advent of the longer-range B747- 
400 however, 


| by geo ra oh P RER er 
nly by geography the 


s Tokyo and Hon; ee cee 


should ac-. 


-By Hamish McDonaldin Sydney 


poren with hesitation among local 


car manufacturers to cut down an ex- | 


cessive number of models for a medium- 
size market, Australian Industry Minis- 
ter John Button is forcing the pace by 
adding more penalties to his long-term 
plan to establish a less-protected indus- 
try. 
A sharp downturn in car sales: to 


their lowest level in nearly 20 years is | 


also encouraging the five carmakers -— 
General Motors’ subsidiary Holden’s, 

Ford, Mitsubishi, Nissan and Toyata’s 
majority-owned Australian Motor In- 
dustries — to think more urgently about 
rationalising operations, in some cases 
cutting across formerly rigid competi- 
tive lines. “This year and the next will Be 


ithe dui, said Robert Braon, Hol- 


den’s manager for government rela- 
tions.. “Models will start to be dropped, 
companies will be getting together. It 
will be become more obvious.” 
Button’s original plan, introduced in 


| late 1984, sought to reduce the number 


of models produced in Australia from 


13 to six, and the number of manufac- |, 
turing entities to three, as part of a | 
] scheme to improve industry economics 
1 as tariff and quota protection was mod- 

erated. From 1985, duty on cars im- 


ported outside the limited quota (set at 


| 20% of the passenger-car market) 


would be reduced by 1992, from 100% 
to. the same 57.5% paid on cars im- 


- | ported within the quota. The quota 


i far from open (with a blanket 57.5% |- 


ute-expansion plan aj 
he says it will average 


would then be meaningless, and though 


riff on cars), Australia’s standing on 


j= trade poean would be greatly im- | de 





* | Laws of natural sel 


; | The Australian car market still has too many models 


sralians ‘stilt have the: same. array of 
built models, though only Ford 

wn consistently good 

$ ly by ignoring con- 

i¢ 1970s 


proven 


dging” a 
small 


ilt Mazda, -selling it 
d on ie ang tthe Ford name in 


rover vodad a olan in the 
early 1980s to allow duty-free import. 
atch every dollar earn. 


anufa 
tems, we cannot hope t 
_ pete successfully on domestic 
and- international markets 
while we continue to produce 
models in -annual volumes of 
[only] 15,000, when our inter- 


would be withdrawn. (Canberra forgoes 
about A$! billion a year in duties unde: 
this 85% . local-content rule.) 
1989, models » ced: ‘i 


ne of the five show any sign | i 


of ropping out, however, and 





AUS. 


























are Ford’s six- 
sold about 


lace its Colt.’ 
stralian makers already swap 
c nents extensively. Holden’s 
san car at the small-vehicle 
range. Influenced by talks be- 
ween parent companies about broader 
tie-ups, local offshoots are care- 


eclings 


er manufacturers about buying com- 
nents from a major world competi- 


or. : 


e drop in the Australian dollar's 


lue, which should have boosted local 
ar producers, has been a mixed bless- 
Importers. have been knocked 

, with only those able to claim a 


remium for luxury or having an excep- ` 


onally low-cost base (notably cars 

‘om South Korea’s Hyundai 

nce last year by Alan Bond’s group) 
likely to hang on. The value of a quota 
entitlement, mostly allocated by tender, 
has dropped from about A$2,000 a vehi- 

e two years ago to zero. 

. The currency fall, however, is a 


mptom ‘of economic problems that. 


ve side-swiped local producers as 


ell. High interest rates and declining” 
incomes have kept consumers nurs- 





ai; imported 


TV audiences are getti 
the sight of holy water 


ing 
on the national car, the Proton Saga: 
f 


The blessing ceremonies are not part: 
Proton’s campaign to boost the car’s dit 
appointing local sales, however, 
Malaysia’s way of saying bon voyage to 
yet another batch of export. models 
seeking to penetrate markets overseas. 
And'the blessings are being given fér- 


vently, for if the four-door saloon fails: 
to find export markets'to soak up its | 


85% production overcapacity, the 
M$600 million (US$238.6 million) 
State-owned assembly plant at Shah 
Alam will end up.an expensive failure. 
The latest in a string of export cere- 
monies came on 26 
Public Enterprises Minister Datin 
Paduka Rafidah Aziz did the honours 
on the first of a batch of 167 Sagas being 


: shipped to New Zealand. Over the past 


few months, Proton cars have been sold 
to Bangladesh, Brunei and Malta, and 
test models have been shipped to the US 
for type approval with a view to exports 
by February next year. The New Zea- 


| land deal is psychologically important, 


however, as it represents Proton’s first 
breakthrough in one of the so-called 
“overcoat” countries, the temperate in- 
dustrialised countries which provide the 
greatest potential markets, 

Proton is now forecasting total ex- 
port sales this year of some 2,000 cars. 
This figure may appear tiny when com- 
eas with South. Korea’s shipments, 

or instance, but if the export target is 


; achieved, it will be equivalent to.10% of 


the car’s total projected sales in its home 
market. 

The low level of domestic sales is not 
because the car is disliked by Malaysian 
consumers (though there is some resist- 
ance from Malaysian Chinese), but be- 
cause of a calamitous overall drop in 
new car registrations. Since the Proton 
plant was conceived in 1983 with a maxi- 
mum arinual capacity of 120,000 units, 
the total market for passenger cars in 
Malaysia has contracted by nearly 50% 


In 1986 — their first full year on the 
market — Proton’s Mitsubishi-designed 


| 1,300 and 1,600 cc-‘models took full ad- 


vantage of the government’s cost sub- 
sidies to capture 47% of total passenger 
car sales.in Malaysia. This translates 


‘1 into 22,000 units, or 18% of Proton’s an- 
‘nual capacity. It is scarcely surprising, 


therefore, that Proton has just an- 


nounced a loss for the year ending 31 | Jap a 
March 1986 (less than a year of full op- | s 


ion), amounting to M$42.5 m 


but : 


ebruary, when | 





din the US in 1986, “ 





| This figure includes an ope 


M$27.7 million and foreign 


0'| losses due to the strengtheni 


M$14.8 million. pee 
-According to the annual 
ton: had ‘long-term: unsecur 


-M$487.9 million. These ir 
Shareholder of. 
“(US$39.2 million) each from 


loans of ¥i 
15%. partners, Mitsubishi. M 
(MMC) and Mitsubishi Corp. 


win 


ast year. With further de 
clines in overall car sales a distinct possi- 
bility for 1988, Proton has given. top 
riority to the penetration of the massive 
S market. Dangling in front of the eyes 
of every Proton executive is the exam- 
ple of South Korea’s Hyundai Excel, 
which sold 168,000 units in its first year 
| South] Korea can 
sell, why not us?” asked S. 
The man whom Prot 
do just that iş M: 
ort car business | 
who distributes a cheap Yugoslaviancar | 
at the moment. A letter of intent was. | 
signed on 3 December last year between. 
Proton and Bricklin Industries. of New | 
York, setting up a joint-venture com 


lorth Ame 


B 
from the high of 90,000 units a year re- | 
‘corded at that time. 


ng up with 
a alternative 











‘Proton. America aims to put the Saga 

on the US market by February 1988. 
According to Proton’s executive direc- 
‘or, Datuk Wan Nik Ismail, the car has 
passed the US crash and salt spray tests 


is now being modified to meet the 
| count, the level of subsidy is more in the 


“control regulations. Despi 
$ that MMC has been dragging i 
n helping prepare the car for t 


‘market, Saufi told the REVIEW | 


MMC “is saad epee 


US$750 for freight to the US. Even as- 


| suming that Bricklin spent nothing in 
‘promotion costs or in allowing a profit 
/marein. to his dealers, these figures 


imply a subsidy level of over 10%. If 
those additional costs are taken into ac- 


egion of 30%. 


publication | the figures — 


which have not been denied nor con- 
firmed by Proton — could not have 


worse time. Proton’s New 
istributer has demanded an 


led | ex fanation from Proton because the 


W that the main Rea is that 


pplied by Mitsubishi are. 
thatis 10 years oldand 
could cost as much as US$2,000 cach to` | 


based on a design 


‘modify. Bricklin himself is on record’as 
- aying that each car will cost US$350- 
_ 00 to modify to meet US standards; but 
industry analysts expect him to use adif- 


| ferent, newer power train — perhaps 


| Mitsubishi’s own new Cyclone engine. 
<- Bricklin has also said the ill 


he price at which Sagas are expected to: 
sold in New Zealand. This has | 
ed off speculation that Proton is 


dising the price at which it sells to 
Bricklin — speculation which was given 
additional fuel just: recently: when the 
alaysian.. newspaper The Star pub- 
shed a cost breakdown of the Saga 
which suggested that Bricklin: was in- 


| deed being subsidised. 


¿Proton has declined to con 
the report, which stated that the cos 
‘al naan US$2,353. for the 


-pon to the New 
installation of 





ices are “appreciably lower” than 

ose supplied by Proton in his own 
negotiations. 

‘Meanwhile, the attention of the US 


; Embassy in Kuala Lumpur has been 


aroused, as there could be charges of 
dumping being made by US carmakers 
in the future. Others have pointed out, 
however, that. the Overall cost being | 
quoted in this context could be based on 
cheaper. imported components. than 
those being used at the moment. If 


Bricklin is going to source his engines 


and transmissions for the Saga: from 


| countries other than Japan, fòr in- 
stance 


e cost will be substantially 
lower. t> 

Price, will clearly be the deciding 
factor in determining whether the car 


will be a success:in overseas markets. 


Quality. — modifications. apart — is, 
ipparently, no. problem. “This car,’ 
the New Zealand distributor Charles 
Begg told the REVIEW, “is bloody 
superb.” Begg said the bodywork and 
paint. finish were better than the Mit 
subishis he sells: back home: The only 
modifications needed to bring the Saga 
and market are the 
er, reat Seat belts 
and a laminated windscreen — and the 


- | removal of the Islamic-style crescent 


m the badge on the front. 
stomer. re istance to that,” 


ve R| 


Attitudes set 
in concrete 


Japanese cement producers 


: prote 


By Charles Smith in Tokyo 

ye revaluation: has not-only wiped: 
out 

) most co 


“extremely worrying” 
even though they have be 





ture only 2% of the domest 


yen started 
mere 170,000. 


he. existence OF pie 
elpe Sous useup costs and 
competition within the. do 
try: An umofficial prie 
system introduced three 
the: tnd tr closed f 


formi. of ear concrete im H 
kaido (the area where importe are 
strongest) This has been enough to g 
ports a 6% market share in the Hok 

kaido area, while forcing mes 
tic cement prices by around ¥2 
tonne. 

Lower end-user pric 
not reflect lower pric 
af cost of So 
AST; 000 a tonne) i; 1S EK 
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| vestment programme calls for the bu i € 
| ing of two silos in Kanto and one in| yong wi 's and figure: 
Nagoya as well as.an additional twonear | to show that the South K 
Osaka. If experience in Hokkaido and 

Osaka is anything to go by, this could 

| Mean that import sales in the largest 

market area (Kanto) will jump.by thre 


mpany’s factory near Pukpyong on 
the east coast of South Korea. 
The president of Ssangyong Japan t 
An Chongwon claims that this Ready-Mix Concrete Producers Associ- 
far more economical” than | ation warning members that the users 0 
istribution network, | imported cement risk lossin the of 
_that Ssangyong could | accidents, since the quality of t 
Japanese system any- | ported product is not officially gu 
essure by domestic | teed. Earlier on, Ssangyong had to cope | 
2 aoe oe with a refusal by Hokkaido stevedores | 
by Ssangyong in the | to unload its vessels, despite the fact 




















will hold through 1987. 
South Korean bor- [ 
| rowers — mainly banks, | assim 
state-owned corpora- 
| the: su holding of | tions and private com- | 
n Games in Seoul last year, | panies — started pay- 
s- especially pleased that for | ing off their loans ahead 
time in years the country’s | of time last year. In 
external debt is falling rather | many cases this has 
ing. Chun has good reason to | actually meant repay- 
j is expecting to hold elec- | ing old loans, and nego- 
2 months, and national | tiating new ones under om 
ays been a favourite issue | better terms — as the credit to the country’s 
y t state-owned Korea Ex- sE E ies. ` 
change Bank has an- 
‘nounced it will do soon. 

- The government is also considering 
ways to start repaying 1.27 billion in 
special drawing nghts (US$1.61 billion) | 
owed to the IMF this year. The IMF re- 
cently announced that it would close its 
representative office in Seoul soon in 

| view of the country’s dramatically im- 
proved current-account and debt ‘posi- 
tions. we 

Naturally, not everyone is pleased 

¿with this windfall. Foreign banks 
operating in the country have watched 
their business shrink in 1986 and early. 
1987. According to recent local press re- 
ports (bank results have not yet offi- 
cially been announced) the aggregate 
profits of US bank branches here fell by- al ¢ 

| 18% in 1986 to Won 448 billion (US$524 | by t 
million). ee 

| Big ‘business is feeling the pinch of 

| the new controls: the financial director 
ice. their outstandin bts by | Of one major industrial conglomerate 
g off loans ahead of 1986, | complained recently that getting 
S$3 b g was put on | proval for new foreign currency loans 
z | tied to investments is becoming uci 

















gymclubs, squash and tennis courts, steam 

and sauna baths, jacuzzi and massage services 
Every imaginable sport from golf to board 

sailing can be arranged. 

11. Stroll around the malls and promenades 

watch fountains play, admire the sculpture 

linger at the exhibitions 

12. With a huge array of shops, boutiques 

department stores and restaurants — you could 





MARK IIN . 4: be forgiven for not ever leaving Marina Square 
o- AVEA Be 4 ™ -e A - d 
— ans And that’s exactly why we can justly claim 
a Jit INE! that Marina Square is very, very different 











| Boge in fact. 
It's an entertainment centre, a shopping 
entre and a major hotel centre—all rolled into one. 
> biggest single development in the whole 
South East Asia. 


. Three luxury hotels, The Marina Mandarin, “s oY) 


. -> bane es 
1e Oriental and The Pan Pacific have changed ae 
mgapore's skyline. For ever. “aN 
» More luxury rooms than any other single , \, 

#mplex in South East Asia. All command a apc 
wandstand view of city or harbour. 


» Each roomis equippedwith every extra 
r today’s first-class traveller. 


» Fluent multi-lingual staff smooth the 
say for visitors from round the world. 


. Twelve specialty hotel restaurants 
ater to every conceivable taste. 


- Six coffee-shops for light meals, or 
yacks are at hand round the clock. 


- ll find eight bars within the 
otels alone. Enough to refresh even IAA 
1e most world-weary traveller. ¥ 


- Three ballrooms and twenty-four 
aeeting or reception rooms for a 
lect board meeting or a seminar 
or thousands. 


. Full business facilities, including 
scretarial services, word processing, 
‘lex, IDD, FAX, translation services, AV 
quipment and fully trained staff to 
elp 24 hours a day. 


a. Sees oe a = 


É sh) 
0. Three-swimming pools, healthand { 7) \4 


ARE 
MANDARIN — mev one PAN PACIFIC SINGAPORE N t 
SINGAPORE 


For further information simply post your business card 0:« 
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“unchallenged authority! 


There is no doubt amongst leading top managementas to which publication 
is considered the most authoritative in the region on coverage of Asian busi- 
ness affairs. It’s the Far Eastern Economic Review by an overwhelming 
majority! 


*unparalleled influence! 


No other publication in Asia or anywhere for that matter provides such 
depth and breadth of coverage of events throughout the region. Don’t just 
take our word for it. Ask the people you look up to and respect the most 
which publication they turn to for unparalleled coverage of Asian news. 
The overwhelming response will be the Far Eastern Economic Review! 


*unequalled performance! 


Since January of 1974, the Review has grown in size from just over 20,000 
copies per issue to its present circulation of more than 64,100 copies per 
issue. 
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No other publication in the region can match its performance. In fact the 
Review’s circulation has grown by a number larger than the total present 
day circulation of any of the publications which started during the years in 
question. 


A growing number of advertisers have taken full advantage of this impres- 
sive growth. The Review has increased its ad page volume from 1,458 in 
1978 to 2,726 in 1986. 


Advertisers know beyond question that the Review reaches the highest 
concentration of Asia’s most important people. And they know that as an 
effective advertising vehicle, its performance is unequalled. 


FarEasternEconomic 


SRG Executive Surveys — Asian Executive Study Unparalleled influence in Asia. 





emphasises the consistency of the Perpetual approach to 


The records of our three established offshore unit trusts ; 
investment management- 


The Perpetual Offshore 



















the objective at Perpetual is to Perpetual Ofishore UP 192.5% ; . 

achieve investment performance _ | Intemational Growth sinceiaunch on pe a) ptes 

that stands out from the crowd. Far Eastern Growth Fund 

i Papaa ooe UP 128.6% | were added to this range | 

Convincing Record. . . gt Wincelaunchon | in December 1986 

. . Special mention should also be made of Perpetual, last year's — and are already showing | 

winners of the top unit trust group award. This company’s long Perpetual Offshore UP 101.9% | gains of 17.9% and 27.1% — 
term performance is exceptional. . . Perpetual’s overall perform- miei aaa (sincelaunchon | respectively, on an offer 

ance puts it top over two, five, six, eight, nine and ten years.” y Sth Aprit1%5) to offer price basis. 
MONEY MAGAZINE —Daqensbor 19967 Above all, a successful performance record creates 














Above all our record of consistent investment success can confidence and perhaps demonstrates more clearly than any _ 
be attributed to the calibre of our fund managers — the most other available criteria, the abilities of a unit trust company. y 
important asset of any unit trust company. Their priority is to For full details complete the coupon. j 
achieve consistently higher returns, as illustrated by the Perpetual N.B. You should remember that wry unitscan podon as well asup and past performances 
International Growth Fund — noțņ necessarily over a few weeks, Shalinciude ne Lee secti, NEREP NRT RE 
but over a realistic period as highlighted in the paragraph above. — e oe ee ee ee ee ee ee ee ee 

. i ‘ Please send me details (on the terms of which alone all applications will be considered), 

The Perpetual International Growth Fund is managed in the wi ( ke : ý 

l l a r t Please tick box. Offshore American Offshore European 
i i rowth Fun: Growth Fu 
United Kingdom by the same investment team that is responsible Growth Fund Fund 
for the investment of Perpetual offshore funds. The U.K. Offshore International ~) Offshore Emerging m Offshore Far 
‘ Growth Fund Companies Fund Growth Fund 


International Growth Fund over the 
period since launch has achieved higher 
growth in the value of units than any 
other authorised U.K. unit trust. 

Over the period since its launch on 
llth September 1974 to the 21st January 
1987 the value of an original investment 
has increased by 2,979% — on an 
offer to offer basis including net 
re-invested income. © 


F 
Mri eA ien a talon nainemnnna — laenndt Wimanncrment emune. 


To: Perpetual Unit Trust Management (Jersey) Limited, PO Box 459. 

Norwich Union House, Church Street. St Helier, Jersey, Channel Islands p 
SURNAME: 
IMr/Mrs/ Miss) 
ADDRESS: 





DUBAI 


YOUR NEW BASE FOR MIDDLE EASTERN, EUROPEAN AND AMERICAN MARKETS 


Dubai's Jebel Ali Free Trade Zone has now made it easy w No personal income taxes 


tor international companies to s€ up trading and 8 No import d 


Juties / export taxes 
ndustrial bases in the Middle East 


Corporations such as Xerox, 3 M Corporation ; 
McDermott, Shell Markets, Black & De ker, BP Arabian = Unlimited cheap energy 
Agencies and Cleveland Bridge have alreat jy taken With superb facilities including an extensive 

itage of these exciting trade freedoms and infrastructure, state-of-the-art communications, 

ts unique to Jebel Ali. accommodation, hotels, hospitals, security and every 

st took atthese advantaiba modern amenity, this 45 sq. km business opportunity 

is your new frontier for Middle Eastern, European and 
American markets. 


@ No sponsorship restrictions 


100% foreign ownership 


@ Unlimited transfer of profit and capital To find out more about these freedoms contact 


@ No corporate taxes for a minimum of 15 years Mr. Edward Butler at Jebel Ali 


» Jebel Ali Free 
4 Zone Authority 


THE PRIDE OF DUBAI 




















<e WITH the Singapore stockmarket 
bubbling just below its all-time high, it is 
worth placing the bullish effervescence 
perspective. It came as a surprise to 
_ Shroff that, despite Singapore’s reputa- 
tion as a highly performing economy — 
‘1985 at least — the average annual 
(dividend yield plus capital 
growth) on local equities over 1977-86 
was only 13.2% , placing it 10th out of 11 
of the world’s bigger bourses, rubbing 
houlders at the bottom of the league 
with the US (average annual gross na- 
tional product growth of 1.7% in 1965- 
84) and Canada (2.4%). Singapore’s 
; GNP growth averaged 7.8% a year. 
If th ks bad in US dollar terms, 
British stockbroker Phil- 
. Drew, Singapore also occupies 
place in ‘local currency terms plus 
yen, Deutschemark and sterling terms 
as well. Japan comes out on top by every 
measure except in its own currency and 
Hongkong also significantly outper- 


ingapore by every yardstick. 


‘It cannot be the derisory di- 
s paid out in the city-state, since 


e piffling in Hongkong and | 


, too, and probably elsewhere. 
answer is that Singapore has ex- 
rienced three sizeable drops in yield 
in the fost 10 years and one year when 
the return in local currency terms was 
0 


ng also experienced three | 


1-82 total returns there 
om ared with Sing z 
of 49.7% in 1984-85, 
ongkong he shrugged off the 


s of being taken over by China, » 


kmarket has gone from strength 
rength. 
BEYOND mere arithmetic, Singa- 
“re’s performance illustrates that 
-urses are moved more by corporate 
profit trends and the weight of money 
flowing into them than by high econo- 
mic growth. This does not mean that 
-| economic growth is unimportant, but it 
-isthe ups and downs of business activity 
that turn bears into bulls rather than the 
rate of ascent from one cyclical peak to 
“othe next. A) statistical study conducted 
| late last year by a group of MBA stu- 
dents. at the local university shows acor- 


|- relation of more than 80% between 


p qanay, changes in gross domestic pro- 
uct and in Fraser’s Index of Singapore 


<d stocks over the past 10 years, and that 


the former lags behind the latter. 

The recovery of local shares began in 
May lastyear, roughy three months be- 
|. fore the first signs of the economic re- 
| covery (and eight months before glim- 

ers of hope appeared in Malaysia). 
Unfortunately, these statistical results 
cannot help punters much, because the 


correlation between the economic cycle | 
the. stockmarket. index is almost” 








understand hi 





identically high whether the lag is three, 
six or nine months. 

@ SINGAPORE’S improving econo- 
mic fortunes may have. triggered. the 
change in sentiment, but it is high 
liquidity that has kept stock prices ris- 
ing. For that we have to thank President 
Reagan's Keynesian practices and the 
Monetary: Authority of Singapore 
(MAS). The MAS would attribute, with 
some justification, their looser monet- 
ary policy to the disinflationary effects 
of falling oil prices. 

In fact, interest rates have been fall- 
ing since 1980, when the prime lending 
rate was 13.6% (and equities returned 
56.9%). The rise in the money supply is 
a much ‘more recent phenomenon. In 
the year to November 1986, M2 rose by 
8.2% compared with an increase of 
1.9% in the previous.12 months. It is | 


SHRINKING RETURNS 


(OCBC index of p/e ratio} 





REVIEWGRAPH by 
wonderful what a bit of cash can do. 
Property prices have started to recover 
in the past few weeks even though there 
is still a large oversupply in all sectors of 
the market. 

Some brokers have suggested. that 
interest rates are beginning to turn up- 
ward, but there is precious little sign of 
it. Domestic demand remains weak, 
and the government does not want to 
seca rise in the Singapore dollar: So for 
want of anything better to do with the 
money, investors are putting it into 
bricks and shares. And despite the sug- 
gestion that liquidity is to be restrained, 
there isno sign of foreigners losing their 
appetite for Singapore and Malaysian 
stocks. 

If profits were a particularly i impor- 
tant factor in Singapore’s bull run, it 
would have run out of energy a long 
time ago. Historic price/earnings ratios 
(pe) for the constituents of the OCBC In- 

exnow average more than 39, compared 
with around 29 in February 1984 when 
the market last peaked. Ar 
relies on fundan 








@ SOMEWHAT easier to comprehend 
is the nature of share transa 

in Oversea-Chinese Banking Com. 
OCBC) and Singapore Press Holdings 
(SPH). In each case, foreigners now 
hold their maximum permitted limit oF 
shares ~- 20% and 49% respectivel 
Despite this; a second-tier marke 

not seem to have developed in the 
scrip, unlike the case of Singapore Ai 
lines (SIA), where foreigners 

their 20% limit soon after the © 

took off on the local stockmarke . 
cember 1985. 

The reason, it seems, is that invest: 
ors are aware that the foreign-o 
ship limit in OCBC and SPH is unii 
ever to be raised, so th the 
only be traded for pri 
would be a pretty illiq 
In SIA’s case, many fore) 
ing unregistered sha 
however remote, tha 


world-cl 
ng on a net ple of 24.3 
he distinctly less m 


RK ë 
thing. Take the Malaysian Internati 
Shipping Corp. (MISC) float, for 3 
stance, It took a strenuous campaign by 
the issue’s joint underwriters, Arab- 
Malaysian and Permata Chartered 
have all the shares taken up at 
(95° US cents), and: 
soared to M$5 o 


one > shareholde 
on the grey m 
scription p 
Alb tho ers are now forgot 

of course, and those who sold 

rey market at M$3 must now be 
ing themselves. Foreign buyers have 
come in with such massive orders that 
the share has stayed around My5 


the share price until 
reached. When that 
for some sharp falls 
Finance and some ol 
ments are expected 









Philippine negotiators take a hard line in debt talks 


By Anthony Rowley in New York 
T™ Brazilian decision to suspend in- 
terest payments on long-term debt 
to commercial banks has produced a 
mixture of nervousness and anger 
j Reg creditors ofthe Philippines. One 
_ New York banking source close to the 
negotiations over a new US$7 billion 
financing package for the Philippines 
` Suggested to the REVIEW that Brazil's 
action might encourage other debtor 
countries to feel that they can “exercise 
“more leverage” over creditor banks in 

he future. 

_¢ The -Brazilian move, followed by 
tatements from Philippine Economic 
ning Secretary Solita Monsod that 
nila should consider similar action, 
came close on the heels of a forced 
ance by commercial banks of a 
ng package highly. favourable to 
0. Taken together, these develop- 
e ave heightened fears that the 
ebt crisis of 1981 may be about to re- 
merge. Sources in the IMF acknowl- 
dged to the REVIEW that the banking 
munity and the multilateral institu- 
{oat ‘to have reached the 
of cohesion” ‘over country debt 














il, ppears to be adopting a 
more Latin American (rather than East 
Asian) stance in its dealing with foreign. 
_ banks. Just as Brazil would not accept 
anything less favourable than the treat- 
ment accorded to Mexico, the Philip- 
pines, wants concessions such as those 
which Brazil is demanding. unilateral- 
ye. 
Philippine Secretary. of Finance 
_ Jaime Ongpin and Central Bank Gover- 
cnor “Jobo” Fernandez arrived in New 
-York for talks which began on 2 March 
with the 12-member advisory commit- 
‘fee representing 483 creditor banks. 
_ The New York negotiations, which also 
cover the rescheduling of some US$14 
lion of Philippine debt to commercial 
nks (as well as the provision of new fi- 
ance), are expected to continue for up 
















at the opening days 


of the talks was described as “amica- 
ble,” though there were clearly marked 
differences between the two sides over 
the interest rate to be paid on te- 
scheduled debt. Manila is seeking -a 

ther rescheduling of some US$6 bil- 

on already restructured in 1985, and a 













first-time rescheduling of an additional 
US$8 billion. Around US$3 billion of 
the total US$14 billion is short-term 
trade finance and the remainder is 
longer-term debt of varying maturities. 
(This is in addition to the US$7 billion of 
new financing also being discussed at 
the New York meetings.) 

Monsod was not part of the negotiat- 
ing team, something which prompted 
David Pflug of Manufacturers Hanover 
Trust (the lead bank in the ne otiations) 
to comment to the REVIEW that her ap- 
preciation of the realities of the situa- 
tion might be improved if she did take 
part. “Statements like those made by Mrs 
Monsod do not help the negotiations,” 
said Pflug. “In fact, all our interests 
would be better served by fewer press 























Shortly after that, Ongpin su gested 
the Philippines be given a sead ofonly 
0.625% over Libor on about US$3.5 bil- 
lion of debt maturing between now and 
1992. Ongpin also wanted the rate on 
some USb5.8 billion of debt re- 
scheduled in 1985 lowered from 1.625% 
to just 0.625% over Libor. Citibank — 
the Philippines’ biggest creditor, owed 
some US$1.7 billion out of the country’s 
total US$28 billion debt was reported 
to have walked out of the negotiations 
in protest at Ongpin’s demands. Sources 
close to the New York-based bank in 
cated to the REVIEW, however, tl. 
“Ongpin pulled out — not Citibank.” 
e advisory committee has offered 
the Philippines a spread of 1.125% over 
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Statements and more negotiations.” 

Private telephone conversations be- 
tween members of the advisory commit- 
tee and Ongpin immediately following 
Monsod’s statements indicated that 
Ongpin was unaware of her hard-line 
approach until after it was reported by fi- 
nancial news wires and in the Finaricial 
Times. But the Monsod move ee 
designed to force Ongpin and Fernan- 
dez into a tougher approach. 


N Heb between Manila and the 
Philippines’ bank-advisory commit- 
tee were broken off last November, one 
month after Mexico received a major 
concession on interest being paid on 
US$7.7 billion of its debts to foreign 
commercial banks. The rate was low- 
ered to 0.8125% over the London inter- 
bank offered rate (Libor) on 17-year 
money. This was only one of a series of 
concessions given to Mexico. Participat- 
ing banks claimed that they were rail- 
roaded by the IMF into these conces- 


sions and “just told to do it.” While the 


Mexican package permitted banks with 














Libor and is digging its heels in firmly 
against going below 1%. Citibank chai 
man John Reed recently told an IN 
debt seminar that not even the banks 
themselves could fund their lending at 
the. rate they have been compelled to 
give to Mexico. A commitment of this 
sort leaves the banks. dangerously ex- 
posed to rate shifts on long-term lend- 
ing, which re nab their extreme reluc- 
tance to make similar concessions to 
Brazil andthe Philippines. 

This seems to be the crux of the 
growing tension between the commer- 
cial banks and the IMF, a tension which 
one IMF source said could mean the 
“end of the road for concerted financ- 
ing” such as that seen since the major 
debt crisis some five years ago. Coun- 


erally not had 


IMF appears to be 


The ppines negotiated a mora- 
torium on debt-principal repayments in 

ecember: 1984 with creditor ‘institu- 
tions under the aegis of the so-called 
Paris Club. Principal repayments are 
supposed to re-start in 1991, but a source 


| on the advisory committee told the | 
| REVIEW it was now generally assumed | 


that maturities would again have to be 
re-cast per nd that date and that the 
great bulk” of the Philippines’ public 
nd private debt would be rescheduled 
beyond that date. 
'In-addition, Manila will be looking 
for further financing to the tune of some 
US$7 billion covering. the period from 
he second half of next year through to 
1992, the source said. Of this, approxi- 
ately one-half is scheduled to come 
from comm 
‘0 ultilateral institutions such 
[MF and the World Bank and 
overnments. “The way to secure 
h financing of this sort is not to stop 
paying interest” on existing obligations, 
anking sources commented to the 
REVIEW. “The Philippines also needs 
_foreign investment and it would be bad 
| precedent to avoid their responsibili- 
| ties.” 


m anks can see no reason why Manila 
should wish to avoid paying interest 
other than as.a matter of pride to sec- 
ms as favourable as the Latin 
n.debtors. As New York bank- 

see it, Manila has “no cash- 

(unlike Brazil), it has a 
-of-payments trend, an 

ign-exchange reserves 


it has managed to quell 
ight. Inflation is also under 


| control. Brazil, on the other hand, al- 


| lowed the money supply to go on risin 


while officially freezing prices (an 
ages), which drew in large volumes of 
yports and drained precious foreign 
exchange. Mexico, meanwhile, was hit 
hard by the collapse in the price of oil. 
‘Manila’s financial stance (advised by 
| the IMF) has in fact been too conserva- 
tive if anything, in the view of senior 
World Bank officials. One of them told 
the Review that Manila ought not to be 
- trying toruna surplus on its balance-of- 
‘payments current account. It should be 


| stimulating economic growth by allow- 


ing a deficit on the current account to be 
financed by inflows on capital account. 
The longer such stimulation was de- 


ayed the harder it would be to achieve, | 


_| the official warned. 

The trend of recent events in 
Mexico, Brazil and now the Philippines 
goes against the penes which com- 
‘mercial banks wish to see established of 
encouraging debtor countries to move 
back towards the credit markets by hon- 
ouring their debt-service obligations and 
opening up their economies to foreign 

rect and portfolio investment. . .@ 


reial banks and the remain-. 





Protective measures 


A Hongkong finance company sues Filipino tycoon Enrique Zobel 


By Jose Galang In Manila 


: By semationt inance Ltd (BPI- 


IFL), a Hongk deporittaking 
company owned by the Manila-based 
Bank of the Philippine Islands (BPT), is 
suing a former director, Enrique Zobel, 
for alleged “breaches of fiduciary duty.” 

Also included in the charge, filed by 
BPI-IFL with the Supreme. Court. of 
Hongkong, was AI Overseas, a Libe- 
rian-registered firm run by Zobel. AI 
Overseas was originally set up as Ayala 
Overseas when Zobel was still head of 
the Philippine conglomerate Ayala 
Corp., which he left in 1983 (REVIEW, 
12 Sept, '85). He bought Ayala Over- 
seas when he left the parent company. 

BPI-IFL, on the other hand, was 
originally established in 1974 as Ayala 
Finance HK. It was renamed Ayala In- 
ternational Finance in 
1981 and took its present 
name in 1984 when BPI as- 
sumed ownership. ‘The 
Ayala group owns about 
40% of BPI.- Zobel was 
also chairman of BPI until -| 
his early retirement in|} 

March 1985. 


‘BPI-IFL’s action | is. | 


| based on a complex string | 
| of financial . transactions | 


involving investments. | 
made by Zobel, and `a. | 
group of his business asso- | 
ciates in the period 1979- 
81, which the Hongkong 
company aided with loans 





Manufacturing. In 1986, Dee was 
granted refugee status by Canada. 


sources familiar with the t 


The sale involved six enti é 
Liberia. The selling group w 
posed of Ayala International Co. 
up by Zobel’s Al Overseas), 
apital (set up by Siy, Dee and 
and Sullivan International (Holdin 


However, the sources 
i Pi 


he 


quity participation ' 
to have come from part of 
the proceeds of the sale it- | 





and guarantees. The Hong- 
kong company. has not been able to col- 
lect payments of these credits and the 
six-year limitation period on the claims 
expited on 31 January. BPI-IFL issued 
the writ as “a protective measure,” 


sources say, while the company “con- | 


tinves. to evaluate the issues in the 


"ease: ” ; 


These issues, describes one insider, 
are “extremely complex.” In 1979, 
Zobel persuaded Manila businessmen 
Ramon Siy, Dewey Dee and Philip Ang 
to invest in a classy beach resort, Soto- 
grande, on the south coast of Spain near 
Gibraltar, The three made combined in- 


| vestments of US$6.4 million, of which 


80% was extended guarantees by BPI- 
IFL — it also extended a loan to one of 
them to facilitate the investment. 

Siy is better known in Manila as a 
textile magnate — he heads Solid Mills. 
Ang is known as an associate of Siy. 
Dee, on the other hand, is the fugitive 
businessman who fled the Philippines in 
January 1981, leaving unpaid debts of 
about 2650 million (uss 1,7 million), 
mostly by his textile firm Continental 








self. 
The sale, formalised on 31 January — 
1981, was financed with a loan from _ 
iberia-regi 


any involved in the transact 
ongkong-registered A 
~~ which is 50% owned by BP 5 
was thought to have been one of the 
ers to Baron Segunda. f ; 
The terms of the sale specified a 20% 
downpayment. and- payments. 
over five years. After mak? 


downpayment and “at least wo. 


ments of interest. due,” Baron Se 
failed to keep its commitments. The 
Hongkong Chinese and Malaysian Dusi- 
nessmen, it was learned, suffered from 
the Hongkong property market's col 
lapse in 1981-82. The investor from 
Hongkong has been described as 7 
prominent real-estate broker.” ‘The 
are said to be “close friends” of Zobel. - 
BPI-IFL has until January 1988 to 
pursue harsher action against the group 
though an amicable out-of-court set 
ment cannot be discounted. 








<> ~ THE Group's audited consolidated net profit after tax for 
the yéar ended 31st December, 1986 was HK$1,618 million 
compared with HK$1,185 million earned in 1985, an increase 
of 37%. Earnings per share were HK$2.97 compared with 
K$2.17 in 1985. In addition’, the Group earned extraordinary 
of HK$563 million (1985 —- HK$369 million). 
Your directors will recommend a final dividend of 87 








































a ind represen a 24% increase on the HK$1.05 paid in 
“tespect ee 


e Directors will, also recommend at the same meeting 
; sum of HK$133 million (or such larger amount 
from warrant t converses) be capitalised. out of 
| w shares of HK$1 each 
us issue of one share of 
shareholders on 
‘new 


y with the 
pany n all other respects. 
Directors have also decided to recommend to 
ers that each of the ordinary shares of HK$1.00 be 
vided into 4 ordinary shares of 25 cents each. This will 
ave the effect of reducing the value of a Board Lot and make 
the purchase of shares more accessible to the small investor, 
s widening the shareholding and improving the 
rketability of your Company’s shares. 
Following the approval of the above resolutions, ordinary 
hareholders will receive 5 new shares of 25 cents each for 
every share of HK$1,00 currently held. 






Overall review 








jutchison Whampoa Limited with the Group having 
committed itself to several new investments both in Hong 
Kong and overseas. In Hong Kong, an effective 25% interest 
a paging operation was acquired late last year. This 
will complement the Group’s growing involvement in’ 
lecommunications which:now includes a proposal, together 
i gkong Electric Holdings Limited and British ` 
mmunications plc, to operate a cable television 
network in Hong Kong. Proposals from several consortia are 
currently being examined by Government and a decision is 










hison Whampoa Limited 
aan’s Statement 


- 2,280 flats. in Sites 2 and 3 were completed. All of these ha 


1986 proved to be another yearof significant progress for- 






expected later this year. Additionally, the Group acquired a 
further 28 million shares in Hongkong Electric Holdings 
Limited at a cost of HK$280 million which maintains its 
interest at an undiluted:23%, 

As I indicated in my statement last year, your difectors 
have been looking at suitable investment opportunities 
overseas. In September, 1986, it was announced that our 50% 
associate company, Union Faith Company Limited, had 
acquired 4.99% of the ordinary shares of Pearson plc,a ~ 
diversified U.K. company listed on the London Stock 
Exchange, at an approximate cost of HK$600 million. 
Discussions have taken place with the Pearson board to : 
determine the scope for future cooperation and the Group is 
keeping its options under constant review. Later in the year, 
the Group announced its agreement in principle to acquire 
43% of Husky Oil Ltd and this shareholding will also be held 
through Union Faith. The cost of your Group’s share of this 
investment in Canada’s largest independent integrated oil and” 
gas company will amount to approximately HK$1,350 million... 
Whilst this proposed acquisition has now been approved by” 
the various Canadian regulatory autho tis still subject 
to the approval of the Husky mi 

On 31st December, 1986, the company 






pany redeemed wet 
» further 80 million of the 7-4% Cumulative Redeemable.” 


Participating Preference Shares. ‘ 
The principal operations of the Group all performed well’ 
during 1986 with improved results over 1985. 
The residential property market continued to move 
ahead steadily. Progress both in'terms of physical completion 
and sales at Whampoa Garden has been very satisfactory and 
to date 50% of the flats have been sold out of a total of — 
approximately. 11,000 for the whole project. During the year, 






now been handed over to the new owners. ‘Progress o! 
remaining portion of this project, which is scheduled for 
completion in 1990, is on target and the letting of commercial — 
space has got off to an encouraging start. 

Hongkong International Terminals (HIT) has 
commenced work on the HK$2,000 million reclamation and: . 
development of Terminal 6. Completion of this new facility is. 
expected by late 1989. The 1986 performance of the Group’s 
container terminal operation has been buoyant, reflecting the 
improvement in Hong Kong’s overall trading environment. A 
record number of 1,014,0Q0 TEUs was handled during the 
year, representing 45% of the Kwai Chung Container Port’s 


` total 1986 volume. 


All the Group's trading activities showed an improvement 





th particularly strong performances freee: the A.S. 
up and Hutchison-Boag. The Sheraton Hong 
g Hotel & Towers enjoyed a record year and good. 
Of ‘was made by our two new activities, namely, our 
son munications joint-venture with Motorola of the. 
Canada’s Distacom Communications and 
int-venture with Total of France. Whilst the 
uarrying an ready mixed concrete activities showed a 
é emen on last year s apr’ the e 


Exchange of Hong Kong, the a was affor 
nity of acquiring jointly with Cheung Koi 
, a 5% interest in the company. Meldru 
ated company, has subsequently arranged th issue of 
» Guaranteed, Exchangeable B 


as givenri rise toan r g 
traordinary gain of HK$27 
be TOAT gece est of n agreement re 


op 
ansion and pe of oùr subsidiari 
_ tinue to pursue our stated chee of seeking suitable 


g's large t trade surplus with the nite 
he i > form of pr 


Ho Kong: Nevertheless, Fhischison Whampoa Limitedis 


which oo 


well positioned t toface these challeniges: and the Group's 
Ty and J 


overall performancë for 1987 should 
expect that after the proposed share 
dividend for 1987 will not be less tha 


“to produce these very satisfactory resi 
` ‘shareholders and directors, T thank them 
in a > 


“Li Ka-shing 
i Chairman 


_ Hong Kong, 2nd March, 1987 


Extraordinary items. Ha 


_ Profit attributable 
. to the shareholders: 


~ Before extraordinary items 


¿|e > After extraordinary items = 


-| Dividends per ordinary share: 


~ Interim 
~ Final 


Hutchison Whampoa Lim: 
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anal ye o 
an OIC blo ‘sk 2 trol, especially of the best bits. Hutchi- 
son has agreed not to vote its shares, so 
there is still a chance the package will be 
thrown out by HEH shareholders. 
ne The assets going to Cavendish pro- 
_ By Philip Bowring in Hongkong vided roughly one-third of HEH’s after- 

Divide and build is a good axiom for | direct interest in Husky Oil of Canada. | tax earnings of HK$1.5 billion in 1986. 
k? bull markets, so it was no great sur- | This may all be true, but it is not the main However, its prospects look more excit- 
rise when Li Ka-shing’s Cheung Kong/ | reason for the moves. ing with the investment in Husky of 
utchison/Hongkong Electric group Under the proposal, HEH’s 50% | which roughly HK$1.3 billion is at- 
‘unveiled a restructuring programme in- | stake in Union Faith, the private com- | tributable to Cavendish, the strategic 
vorving he creation of a new listed com- | pany which holds the investment in | stake in Pearson and the cash and prop- 
‘pany. But the motivation was mixed as usky and the British Pearson group, | erties. Electricit generation has experi- 
Li found himself, for once, forced on | the Hongkong Hilton, some lesser | enced 50% profit growth in the past two 
_ the defensive to ward off predators by | properties, and net cash and invest- years, but gains will likely be slowed. by 
proposing a new pyramid structure. ments of HK$650 million (US$83.3 mil- | the scheme of control and slow popula- 
Although a restructuring by Li com- | lion) will be transferred to the new com- | tion growth on Hongkong island. 
panies has been on the cards for some | pany, Cavendish. HEH shareholders However, Cavendish. is not all ex- 
time, the shape and timing appeared in- | will be given one share in Cavendish for | citement. It will end up with the Hong- 
fluenced by the market's belief that a | every Electric share. Hutchison will kong Hilton which Cheung Kong dis- 
predator or “greenmailer” was building | then sell its 23% stake in HEH to | posed of to Electric last year at a profit 
a 20% plus stake in Hongkong Electric | Cavendish in return for shares which | of HK$780 million. Ideally, Li woul4 
Holdings (HEH) compared with Hutch- | will make Cavendish a subsidiary. poy like to hive off the Hilton, an 
ison’s 23%, and was thus a threat to a | Hongkong’s Takeover Panel has waived utchison’s stake in the Hongkong 
mpany in which Li had parked some | the requirement that Hutchison then | Sheraton (if he could ‘Taise its stake 
strategic non-electric interests. make a full bid for Cavendish on the | from 39% to control) to a quoted hotel , 
Like the recent Jardine reorganisa- | grounds that Hutchison already con- | subsidiary. He might even inject the 
on (REVIEW, 5 Mar.), Li’s proposals | trols HEH — a dubious proposition | Harbour’ Castle iton: in ‘Toronto 
involve the creation of an intermediary | when it has only 23% and in view of the | which he owns. But Li has appar- 
holding company and concentration of | Licamp’s need for defensive measures. ently not been getting coopera- 
nost of the group’s debt (and its less ex- There is a strong argument that | tion from other Sheraton sharehold- 
ing earnings prospects) in the most m ers, notably Tai Cheung with 


ty — in this case a HEH a 35% 
its” non-electric interests. THE PY AMID Othe ibilities include 
while, the more exciting bits are floatin, kong Interna- 
ight under the wing of a new Hutch- a tional Terminals, the dock com- 
í en Cavendish In- os pany, F ae aes Piae 
rnational Holdings. he “International” in the 
The clenabie (aed for the re- Cavendish name denotes some- 
structuring is that HEH, as a franchised thing about the future. But first 
utility, is subject. to public scrutiny and Li must get HEH shareholders 
political pressure. Although profits on to agree to be a minority in 
its electricity-generation operations are Cavendish while being stuck 
subject to a scheme of control, hefty with the majority of a not-very- 
profits on other operations are politi- exciting utility. So far, the mar- 
ally sensitive. So, too, are riskier, non- ket has been voting with its feet 
utility investments such as the large, in- — selling HEH. p. 





Another Hongkong group restructures to ward off predators 
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Record growth aided by 40% increase in earnings from toll 
services brought about by February 1986's election and 
social unrest. ‘ 


Sales decline was due mainly to yen's appreciation, which 
reduced total 1985-86 sales by ¥330b. The giant home- 
appliance maker will have an irregular term ending 31 Mar. 
1987, with the changing of its financial year-end to 31 Mar. 


The group is being re-organised to give a better picture of 
electricity-related profits as opposed to non-electricity 
related performance. ; 
Extraordinary profit was HK$563m vs HK$369m previously. 
Company has recommended a one-for-four.bonus issue 
anda share split. i j 

HK$1.28b a. „a. Company has recommended a one-for-four bonus issue 
(US$164.1m) 5 for: 

























Heights of absurdity — 


‘okyo’s stockmarket boom strains credibility — and space 


By Bruce Roscoe in Tokyo 

“he typesettersat Nihon Keizai Shim- 
‘bun, Japan’s financial daily, must 
have thrown away their style book out 
of frustration. They do not have enough 
space in the columns of the stockmarket 
page to separate the numerals denoting 
companies’.share prices. So they are 

running series of numerals together. 


A recent starting, high, low and clos- | 


ing price quotation for Nippon Tele- 
phone and Telegraph (NTT) shares thus 
| read: i 
“NTT26300268002620026700 +800.” 
`< Of course the typesetters are not to 
e market, giddy and drunk, if 
jt punch-drunk, is driving up some 
share prices so quickly that newspapers 
will soon need to widen their columns to 
accommodate quotations which over- 
step the border. 

Between 24 February and 3 March 
ithe Nikkei Stock Average had climbed 
894.91 points to near the 21,000-level. 
The price of NTT shares had more than 
doubled, giving an astronomical price- 

rnings 
commentary on the market's most €x- 


pensive equity, noted blandly that the | 
market capitalisation of NTT at 43. 


trillion (US$280.7 billion) surpassed the 
West: German stockmarket, 
which stood at 
Even some shares with negative 
‘forecasts were rising. Volume 
exceeded | billion shares daily four days 
running. Smaller securities companies 
| have barely enough time to process each 
| day’s orders. 





ratio of 296. Nihon Keizai, in a. 


} trillion at end-1986. - 


Two events which should have 
shocked the market ‘did not. News that 


‘Brazil would suspend interest payments 
-oñ its debt to foreign commercial banks 


~~ with some US$10-12 billion of it out- 
standing to Japanese banks — was brush- 
ed aside by the market as. though an 
elephant had instructed its tail to swish 
away a fly. Banks and financials. were 
briefly sold only to be bought again. 

Secondly, the eight Japanese stock 
exchanges on 26 February raised the 
collateral requirement for margin trans- 
actions from 50% to 70%. The rate was 
last that high in April 1979, and had only 
recently been lowered from 60% to 
50%. The Nikkei Average reacted by 
shedding 32.24 points on 27 February, 
then added 345 points in the morning- 
only session of the next day to take the 
market to a new record. 


M, Japañese securities analysts 
Vi regard the, market as overheated 


cand due for a correction in a week or so. 


Corporate, market-players, they warn, 
have been trading special. trust ac- 
counts heavily for their March settle- 
ment of accounts, creating a wave which 
must flatten once the volume tide 
recedes. 

Life-assurance companies and other 
institutional investors, on. the other 
hand, are said to: be deeper in the mar- 
ket as a result of uncertainty over US 
dollar-yen. rate ‘movements, following 
the inconclusive Group of Five meeting 








kely tO give a 
weighting to their foreign portfolios. 

Fundamentally the market haspe 
vived its domestic-demand theme 
which means that sectors suchas reales 
tate, railways, construction and cement 
have drawn the “rotational” traders 
who snap up most issues in one sector, 
wait for a market gain, then move on to. 
another in the same theme. Thus, inthe 
space of a few days, two or three sectors 
rise consecutively, following a single 
theme. 

The market has moved in this w 
Japanese analysts say, mainly in r 
tion to. the cut.in the official discou 
rate (charged by. the central bank 
commercial banks).to 2.5%. That must 
boost spending on infrastructure, this 
notion goes. A weakening in oil pri 
also fired the market, and meant 
the three factors which drove the m 
ket up for most of 1986-— cheap oil, 
interest rates and a high yen ~~ were at 
work again. 

Sub-themes influencing but notdriv 
ing the market are AIDS control, which 
has become a speculators’ favourite, 
and, lately, some food companies be- 
cause of government talk about agricul: 
tural reform. There has been only talk. 
about such reform, but thatis enough to 
move a sector. 

Although stockbrokers fret about a 
correction, at the same time they ooze 
with confidence thatthe market will re. 

osses and move up, pushin 
the bull run well into its fifth year. 
losses will come, foreign analysts say, 
when. the money finds an alternative 
playground. 

Meanwhile, trading volume figures 
alone suggest that the upward ride will 
be much bumpier than last year’s, A 
one foreign analyst said: “It's wobbly up 


in Paris, If the US dollar appears to | there.” 
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Buyers hog the field 
TAIWAN smashed previous records in the period to 2 Mar., boosted by recent rises 
in local property values. Japan and South Korea were also riding high on speculative | 


activity. Budget blues hit India badly. 


_ HONGKONG: The market moved sideways as 
sentiment grew cautious in'the wake of a rise in 
local prime by one percentage point to 6%, 
though the government budget, announced on 25 
“Feb., gave some tax concessions which were 
within expectations. Good results from the Li Ka- 
shing stable of companies were expected, though 
they were likely to be offset by the group’s rather 
“complex. reorganisation. The Hang Seng Index 
“finished: the. period up 15 points to close at 


(2894.26. Turnover came to 300 million shares a” 


ay, worth HK$1.46 billion (US$187.2 million). 


TOKYO: The market rode upwards for most of 
he period, withthe Nikkei Stock Average setting 
a new record of 20,933.82 points on.2 Mar. Vol- 
ume was very highyaveraging 1.22 billion shares 
jaily, and analysts said the market was over- 
ed. On 27 Feb., the market increased the 
margin collateral temporarily. Domestic-demand 
stocks, such as real-estate counters, soared, as did 
‘allways. 


USTRALIA: Markets raced to new heights over 

eri a combination of high gold prices and 

2 of key industrial stocks such as 

c Dunlop and Elders IXL. The 

il j ndex finished 17.6 points higher 

a record 1,622.9. Private Blood Bank, which 

res AIDS-free blood for blood transfusions, 

a further 50% to hit A$15.7-(US$10.6), 

hile’ Pacific Dunlop, following its listing in 

Tokyo, continued to rise on a predicted increase 

in. condom output. Some 550 million shares were 

‘traded over the period for a value of A$1.1 bil- 
lion, i 


NEW ZEALAND: The market rally which look- 

ed tentative at the end of the previous period 

managed to sustain itself and developed rea- 

sonable momentum in the. aog days of Feb- 
a 


ruary. Investor interest was stimulated by a mas- 


sive. interchange. of scrip involving Judge Corp., | 


Ariadne, Renouf Corp., Kupe and Euronational. 
Volume for the period was lower at 42.2 million 
shares, worth NZ$83-57 million (US$46:4 mil- 
lion). Pa 


SINGAPORE: There were signs of resistance to 
the market breaching the all-time high of 1,071.91 
on The Straits Times Index attained in Febru- 

y 1984. Placements in London of:sizeable 
tranches of shares in SingLand and Haw Par were 
poorly received,” which dampened sentiment, 
brokers said. Investors were also acting cautiously 
ahead of the budget announcement‘on 4 Mar. The 

iraits Times Industrial Index finished the period 

up 5.06 6.3: Fraser's Index closed at 
nts... Turnover was a 

n shares a day, worth S$95.39 


UALA LUMPUR: Despite the spectacular en- 
france of MISC to the market, prices finished gen- 
erally lower on profit-taking. Foreign interest 

wed to be strong, however, concentrating 
MISC initially, but.then. shifting to selective 











blue chips. The shipping. counter finished the 
period at M$5.05 (US82) after hovering within a 
20 M-cent band around that price on most trading | 
days. Multi-Purpose drifted lower after the excite- 
ment of the previous period. Fraser’s Industrial 
Index closed the period 43.15 points down’ at ~ 
3,823.84 and the average daily volume. was also 
down, at 24.63 million shares valued at M$44.7 
million. 


SEOUL: The composite’ index rose 13.95 points 
largely owing to buying by individuals, while in- 


“stitutions remained on the sidelines. Trading:vol- 


ume rose by 8.8 million shares to 44.76 million, . 
worth Won 50.33 billion (US$58.9 million). Gain- 
ing the most were fabricated metals, up 15.3%, 
and wood and wood products, up 13.9%. : 


BOMBAY: Share prices rose early in the period to _ 
near their peak levels for 1987 in expectation of a 
“soft” union budget, but crashed on the last two 
trading days after the budget was announced. The.. 
BSE Index shed more than 25 points in a special 
post-budget session and another 14 points.on the 
next pet trading day, for an overall drop of 
more than 7% in just two sessions. Blue chips 
such as Tisco and Reliance led the retreat, folt 
lowed by multinationals. This marks the second’ | 
year in a row that shares have crashed when op- 
timistic pre-budget expectations were not met. 


BANGKOK: The market recorded a slight gain in 
sluggish trading. Although the earnings and di- 
vidend payment of some.stocks, such as Bangkok 
Bank, Siam Cement, Siam City Cement, Bank of 
Ayudhya and Sinpinyo 3, were announced, most 
counters. still fluctuated within a narrow range. 
The Book Club Index gained 0.66 of a point on the 
period to close at 188.09. Volume for the period 
amounted to 4.8 million shares, valued at Baht 
734; 1 million (US$28.3 million). 


MANILA: Prices continued to decline in lacklustre 
trading. Average daily turnover in the holiday- 
shortened: period amounted to P47.99 million 
(US$2.3 million), down 4:5% from the previous 
period, on 421.31 million shares, down 27.4%. 
Brokers noted with concern some signs that in- 
vestors who went along with the sideways move- 
ment in recent weeks are beginning to fall out. All 
market indicators ended lower: the mining index 
by 49.31 points to close at 3,372.79, the commer- 
cial-industrial marker by 2.93 to 613.59, ahd the - 
oil gauge by 0.184 to 2.672. 


TAIPEI: It was a record-smashing week for the. 
market. The weighted price indéx reached a new 
high for the second consecutive period, rising 
54.03 points to 1,289.32. Trading volume hit a 
one-day record on 2 Mar., with transactions 
amounting to NT$7.2 billion (US$205.7 million). 
Average daily transactions for the period of 
NT$5.45 billion also was the highest level ever re- 
corded. Much of the growth resulted. from : 
speculative activity by several major individ 
whose trading in bank shares was of sufficien 

ume to push the whole marketup. © 03 
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This gneotækind business aircraft is truly long-range, over 7600 ‘miles. Our 
sbi with latest technology CFM-66 engines, complies 
socuri 


penekin Ideal for Pacific Basin travel ‘ie, ert ater cea 
USA and major European cities, 


For details please contact: 
ALLRED INTERNATIONAL, INC, 
5 Tel: 303-753-1434 
Telex: 45958 USA 











:$S OPPORTUNITY 


You Could Gather 


It Yourself 


qnized Authority 
its 24th year the CHINA TRADE REPORT which is 
ublished monthly by the Far Eastern Economic Review has long 


a ering subjects ato range from foreign investment to 


nt reading tor anyone doing, or wishing to do, 


ably could get the catia information on your own but in 

del cate what is contained in each and every 16 foolscap 

ge issue of CHINA TRADE REPORT you'd have to read 

hundreds of publications, not to: mention have your own network 
Of people reporting from all the important zones in China. 

Why not subscribe now and discover for yourself how the CHINA 


TRADE REPORT can help eliminate the mystery and much of the 
risk in doing business with China. 


Start benefiting immediately from the information-packed CHINA 
TRADE REPORT by subscribing now. A small investment today 
May pay handsome dividends later in saved time, energy and 


: Circulation ‘Manager. Far Eastern Economic Review, Ltd., 
_.G. P.O. Box 160, Hong Kong: : 
~ Please enter my one year subscription n2 issues) for the CHINA 
TRADE REPORT. | enclose a cheque/money order of 
made outto the Far Eastern Economic Review. Or, please charge 
my credit card (tick one): 


f “American Express] DinersClub(] MasterCard{] Visa 
{Please print in block letters) 


_ Card. No: 
Exp. Datë: nm Signature: 
Name: 








Annuai subscription rates: HK$2,310 US$300 
Sent airmail anywhere in the world. = 





mynication contract 
literally dozens of ghar he CHA TRADE 
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~Deilting Equipment. Only | MAN Sk 
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“INSPECTION: 
By Arrangement Only 


Research Scholarships’ are: aval 
graduates registered for, or adimi 
degree: programmes by research at 


‘The Scholarships are tenable for one year in 
subject to satisfactory | progress, ‘renewable: annua 


two years. 


| The value of each Scholarship rang 


month (US$1.00 = $82.13 appro, 
income tax; the actual quantum i 


` qualifications and experience. No travel or other allowance is 


provided. 

Research Scholars may be asked to 
Departments to which t ; 
hours. aweek. They willbe 

The University will help Resear 


T- accommodation. 
. Application forms may be obtained from: 


“ri Voul-request Tor- applica 
5 ae ot research ou intel 




























6h hat do you want, madame?” 
asked the smiling young man. 
“Rifle, pistol, pen pistol, stick gun, hash 
or heroin?” 

Welcome to Darra Adam Khel, the 
biggest centre of indigenous arms 
: manufacture in Pakistan. It does not 


i 
with traffic, mud-walled back alleys 
leading out to a dry wasteland fringed 
with low-lying barren mountains. But as 
rifles and 300 pistols are es- 
ated to be made here daily: put to- 
gether, largely by hand, im tiny, dark 
workshops scattered throughout the 
town and in nearby villages. 
sa street, almost every shop is a gun 
shop... 
Barra; some. 26 miles south of 
Peshawar in. Pakistan’s. North-West 
_ Frontier: Province (NWFP), is in the 
Kohat: Frontier Region, one of four 
such regions and seven agencies in the 
NWEP that are autonomous tribal 
areas. Under a practice established by 
he British, the tribesmen of these areas 
-= mostly martial Pushto-speaking 
Pathans -—- pay no taxes, obey no laws 
‘but their own tribal traditions known as 
“puktoonwali” and can carry, make, 
buy and sell arms in their region without 
any restrictions whatsoever. 

According to tribal custom, a gun is 
-as important to a Pathan as his sense of 
ribal loyalty and honour, -Every 
Pathan, in fact, is his own policeman. 
For in these areas, the federal govern- 
ment’s:law only applies to the main 
road, the railway line and the admini- 
strative settlements, Beyond the road 
it’s every man for himself. 




























Darra are considered to ‘be enough at 
risk to require a special permit from the 
home secretary of the NWFP. These are 
valid for one day and specifically for 
‘daylight hours only. There is a 
checkpost on the tribal frontier some 












Darra’s | 


_ Foreign visitors to places such as 








three miles before Darra Bazaar, but on 
my visit nobody checked anything, not 
even the permits. 

It is illegal, of course, to take an un- 
licensed gun from Darra into a settled 
area such as Peshawar. But smuggling is 
rampant in these tribal areas near the 
Afghanistan border. It is well known 
locally, for instance, that Darra is en- 
gaged in “professional rivalry” with 
nearby Bara in the business of smuggl- 
ing. Both towns are said to have special 
“carriers,” expert smugglers who can 
find a way to bring anything in and out 
of the area — even such huge goods as 
air-conditioners and refrigerators which 
they reportedly load on to the backs of 
camels. 

But it’s the smuggling of drugs which 
is the biggest business of all. The tribal 
regions of Pakistan supply 60% of the 
five tonnes of heroin which reach the 
US each year, according to American 
officials. Up until two years ago, Darra 
was.as involved in this lucrative trade as 
many other profit-seeking Pathan com- 
munities near the border, having two 
heroin-processing labs of its own. 

But then came a crackdown — be- 
cause of US pressure, say the Darra 
townspeople — and now, though hash- 
ish is still easily available, the heroin 
supply has largely moved elsewhere. 


Mcgee. however, Darra’s gun- 
making industry is flourishing. 
There are said to be as many as 40, 
people in and around Darra who are 
now involved in some way in manufac- 
turing arms. Their forefathers started 
the whole thing going about 100 years 
ago, though according to one story, it 
was actually a Punjabi criminal on the 
run who was the pioneer and who 
trained the Pathan Afridi tribesmen in 
the art of making guns. 

At first, Darra’s guns were supplied 
mainly just to the tribal belt. But nearby 
conflicts have brought bigger business: 
the Afghan mujahideen insurgents are 





















said to have started their war 
with Darra guns. Many still 
- use them. The armies of Iran 
and Iraq are also alleged reci- 
pients, and, most recently, 
the Sikhs in India. With the 
boom in business has come 
faster, more refined service. 

“Just give us a copy and we can make 
any kind of gun,” -says 38-year-old 


















|} Saleem Khan, a Darra gunmaker for 15 
„years who produces at least five 










Kalashnikov copies a month. 
In the old days, Darra’s gunmakers 
did everything by hand. Now there are 
lathes, milling and shaping machines 
brought from Taxila and Lahore. But in 
the grimy workshops and dusty back al-: 
leys you can still see young boys 
ing gun greasers by hand or sl 
wood for the body of a rifle, while t 
older men concentrate on more comp 
cated parts, often working in teams of 
two or three, huddled beneath a bare 
light bulb. l . i 

However, there is clearly a differ- 
ence in quality between an original and 
a Darra copy. “Sensible people don’t 
buy these Darra guns,” comments. an of- 
ficial in. Peshawar’s Home and Tribal 
Affairs Department. “They are made of 
sub-standard material and could be 
dangerous.” Saleem. does not refute 
that guns bought “off-the-shelf” in 
Darra tend to be unreliable, but claims 
that “you can trust our guns if they are 
made to order.” 

Down the road, past the graveyard, 
there is a factory where Darra gunmak- 
ers reportedly i ard anti-aircraft guns 
for the Afghan rebels and.take apart ar- 
tillery shells — often with fatal conse- 

uences — to see how they are made. 

arra’s craftsmen like to keep up to 
date: new models. come in every two. or 
three years, with the Russian foldi 
gun, the German rod gun and the M 
being the latest additions to the Darr 
armoury. 

Not all Darra’s customers are out to 
kill. Many buy Darra guns for self-pro- 
tection in the tribal areas, for status 
symbols, for hunting birds and animals 
or even, as a sideline, for the traditional 
Pathan gunfire celebration at weddings. 
But for gunmakers like Saleem, sipping 
tea and listening to cricket matches on 
the ratlio as he works in his dark and 
dusty back-alley hut, a.customer’s mo- 
tives for buying a gun hardly matters. 

“Of course I sometimes wonder how 
many people have been killed with our 
guns,” he concedes, “but, afterall, [like ; 
to make money. I make a good living as. 
a gunmaker. Pm richer than a farmer.or 
a clerk. Those selling guns in the shops 
are even richer. So we ask no questions. 
We're not concerned whether the cus- 
tomer isa good or bad man. Even if he’s 
a bad man, we will sell him a gun. That’s 
our business.” — Julla Wilkinson 

























































HIGH STYLE 


FINE SERVICE IS ALWAYS IN FASHION 


AT AIR FRANCE, THERE'S ONE 
THING THAT NEVER GOES OUT 
OF STYLE: OUR ATTENTION 

TO THOSE IMPORTANT DETAILS 
THAT MAKE YOUR FLIGHT 

A TRULY UNIQUE EXPERIENCE 
FROM THE WARM WELCOME 
ON BOARD TO A SELECTION 
OF THE BEST IN FRENCH WINES 
AND FOOD, WE BRING A TOUCH 
OF “LA VIE FRANCAISE” 

TO EVERY TRIP YOU TAKE 

AND AT AIR FRANCE, THAT'S 
SOMETHING THAT WILL NEVER 
GO OUT OF FASHION. 
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“Now! From Far Eastern Economic Review Ltd. 





The Book Every Investor Has Been Waiting For! 


ASIAN STOCKMARKETS: 
The Inside Story 





304 Pages — Hard Cover, liberally 
illustrated with charts and graphs fully indexed 


What The Professionals Say: 


“A timely, interesting and thoughtful 
analysis of Asian stockmarkets. Anthony 
Rowley's book makes an important 
contribution to understanding this dynamic 
region.” 

Robert Hormats, Director, 
Goldman Sachs International, New York 


“With this book Anthony Rowley, one of 
Asia's most experienced financial journalist 
meets a long-felt need for a definitive report 
on Asian stock markets.” 

J. Mark Mobius, President, 
International Investment Trust Company, 


Taipei 


“A very readable and important book 
Securities markets are only now being 
recognised as a principal source of domestic 
and foreign financing to help solve the 
developing-country debt crisis and to renew 
growth. Anthony Rowley deserves applause 
from the financial community for producing 
one, if not the first, book on this subject.” 
David Gill, Director, 

Capital Markets Department, International 
Finance Corporation, Washington D.C 
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Comment on covers 


Your COVER STORY [19 Feb.] pre- 
sented a distorted picture of our quest 
for national identity. 

Ian Buruma’s classification of a great 
number of Japanese thinkers of varying 
philosophies and persuasions into a 
sweeping category of “Volkists,” is in- 
accurate as well as inappropriate. His 
suggestion that some of them at least 
draw their inspiration from Nazism is 
simply appalling. 

usumu Awanohara has done his 
pressmanship injustice by labelling an 
assortment of the Japanese “rightwing- 
ers” without qualification. 

As I recognise that the resurgence of 
Japanese nationalism (which might lead 
to the revival of its militarism) is a great 
concern for our neighbours, I wish you 
had been more cautious in handling this 
delicate question. If you had checked 
the actual works by those Japanese re- 
ferred to in Buruma’s article, you would 
probably not have printed it. 

New York Morihisa Aoki 


My sincerest congratulations on two 
consecutive outstanding cover stories, 
What is Asia? and Nakasone’s Neo- 
Nationalism [12 and 19 Feb. ]. 

You are making the REVIEW one of 
the world’s premier publications. 


I receive 75 publications (including 
organisational newsletters) and I am in 
a position to make that statement on a 
solid basis. 

Bronxville, N. Y. Aristides George Lazarus 


Sound analysis 


Derek Davies [TRAVELLER'S TALES, 5 
Feb.] has given an absolutely correct 
analysis of what is happening in China 
today. I fully agree with Davies that 
Deng Xiaoping is engaged in a “win- 
dow-dressing” session whose main pur- 
pose is to save the modernisation pro- 
gramme by silencing its critics through 
sacking some politicians and academics 
as sacrificial goats. Hu Yaobang is a per- 
fect choice. Lacking the stature and fol- 
lowing of Deng, Hu is ill-equipped to 
carry on Deng’s programme once 
Deng’s protecting umbrella is gone. In 
fact, Deng might have brought Hu to 
the limelight to be handy in case of any 
conservative backlash, Now, by remoy- 
ing him from the scene and initiating 
symbolic purges, Deng has assured the 
continuity of his modernisation pro- 
gramme and secured it from an all-out 
onslaught of the dogmatists. 

We know that totalitarian societies 
must advance by fits and starts. Any 
liberalisation in these societies is in con- 
stant threat from the vested interests 
embedded in the political institutions 
(one-party rule and the ideological 
supremacy of Marxism) which tend to 
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recoil when its basic 
challenged. Deng is engaged in a deli- 
cate task of liberalising Marxism 
(Maoism) in China without threatening 
its basic tenets. He deserves our com- 
mendations for that. 
Ottawa 




























Mahmood Elahi 


Like Davies, I wish to express dissen- 
sion from certain Chinese experts that 
Deng is in political trouble. 

It is all too obvious that the current 
experts’ reactions to recent Chinese po- 
litical change is knee-jerk, and far from 
scholarly. They seem altogether to have 
forgotten that social and political envi- 
ronments in China have changed since 
1978, especially with the induction of a 
new crop of able technocrats to the ad- 
ministrative organs. 

The few old guards who still survive 
owe more to Deng than he is to them. 
They are in no strong position to chal- 
lenge Deng and his reformist protégés. 
Moreover, unlike Deng, they have no 
known able protégé to carry the old 
party line. What more to say turning the 
clock back when similar reforms are being 
carried out even in the Soviet Union. 

It is my hope that future political 
analysis on a complex and vast country 
like China be less Skinnerian. A hiccup 
does not imply that someone is having 
his last breath. 


Sarawak Frederick Phang 
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H. Richards complains [LETTERS, 26 
Feb.] that People’s Action Party minis- 
ters — and on two occasions Prime 
Minister Lee Kuan Yew — had abused 
parliamentary privilege. 

Richards was wrong. Lee repeated 
the thrust of his points on 25 July 1984 
and 1 March 1985 in parliament, when 
he talked, without parliamentary 

rivilege, to students at the National 
niversity of Singapore on 12 De- 
cember 1986: 

“I know that we didn’t win more than 
50% of the Malay votes. We never did. 
Once in 1963, because of the threat of 
the communists, we may have tipped 
55% , maybe 56, 57% in the three Malay 
constituencies in Geylang Serai. 

“. . . But had there been a Malay 
group that emerged, and they would 

ave emerged easily, if we had propor- 
tional representation and not the first 
past the post in each constituency, “~ 
consider the polarisation that wo 
have taken place as they expound Maiay 
rights and Malay language. 

“. .. The Indians never vote, never 
agree to vote, for any single party. They 
like contention. It is in their nature. 
And it is established by our polls. 

“. . . The day the Chinese lose their 
Confucianisness, their Confucian ten- 
dencies to coalesce around a middle 
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sharing the room ¢ Late check-out 
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and tax. Valid till 31 
December 1987. 
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splendid array of recreational facilities. 

Whatever it is, when you come and 
experience Jakarta’s premier hotel you'll 
realise that it was a smart move. 
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wide client base 

The Sanwa Bank, one 
of Japan’s top financial 
institutions, has always 
stressed the importance 
of providing a wide range 
of services without bias 
to a wide spectrum of 
industries. With a cor- 
porate client base that is 
now among the largest 
and most diversified in 
Japan, Sanwa is uniquely 
positioned to assist over- 
seas companies of all 


industries in mergers and 
acquisitions, joint ven- 
tures, investment consul- 
tation, etc. 


Extensive domestic and 
Overseas operations 

With more than 260 
offices, Sanwa’s domestic 
network is one of Japan’s 
most extensive. Sanwa 
specialists across the 
country work in close co- 
operation with the Bank’s 
vast Overseas network 


in marketing advisory 
and other services to its 
growing international 
clientele. 


Vast resources 

for more specialized 

services 

Forward-looking bank- 

ing made Sanwa what it 
is today: the world’s 6th 
largest bank*, with total 
assets of over US$160 
billion and the highest 
credit rating in inter- 


national finance. Backed 
also by subsidiaries 

and affiliates, Sanwa 
bankers are now more 
active than ever in pro- 
viding the specialized 
financial and marketing 
assistance that overseas 
companies require in 
their dealings with Japan. 
Just ask your Sanwa 
banker. And see what 
Sanwa’s added reach in 
Japanese finance can do 
for your business. 


Sanwa bankers are working for you everywhere. 
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ye DEC 
society.” =. 
r he or other ministers have 
ment, they are willing to re- 
ide the House, without 
privilege. That what Lee said was un- 
palatable to some people does not mean 

t was an abuse of parliamentary 
privilege. 

From time to time, Lee has taken dif- 
ficult, spiky, sensitive issues out into the 
open. They were calculated steps in- 
tended to make people face up to them 
and ‘to. de-sensitise them. Otherwise, 
hese issues continue to fester in peo- 
hearts; spreading in whispers 
hin:vcommunal groups. The latest 
example arose during the Herzog visit. 

- The prime minister brought out the 
shift in Malay views, after agitation in 
` Malaysia, because he thought it was bet- 
‘ter that Malay Singaporeans knew and 
openly discussed the unease among 

‘nese’ and other non-Muslim Sin- 
de ; than for this unease to 
aeepen into suspicion and distrust 
| through intra-communal whispers. 

is James Fu Chiao Sian 
Press Secretary to PM 


| Singapore 


Putting it right 


le regret very much that two matters in 


articular, referred to in James Fu’slet- | 


5 Mar.] — and reprinted in The 
‘Times — need to be put right. ~ 

‘First, we note that Prime Minister 

Lee Kuan Yew withdrew the statement 


that Devan Nair’s family are alcoholics. | 


¢ that the statement in Lee’s let- 

ter to Nair dated 22 April 1985 were 
ering of the family-history 

iedical report on Nair. Lee's 

vas based on the words 


e 1,” “consumed alcohol in’ ex- 
‘| cess,” ostensibly used by “members of 

-the family” in describing Nair’s parents, 
-blings and uncles. No member of the 


mily used the words quoted by Fu. 


y cF mil, Mrs Nair briefed a Singa- 
Pere. 


ore psychiatrist on private and 
matters and provided b: 
yrmation on Nair’s family. H 


iculty of expressing in T 
quoted in Fu’s letter, Mrs 


‘| Nair certainly did not refer to any. 


| member of Nair’s family as alcoholics. 
She -has no reason to` cast suoh un- 
founded aspersions on. relatives. with 
whom she shares more than 40 years of 
close relationships. Further, “the fami- 
“y-history part of the medical report on 
Nair” Lee received was never shown to 
any member of the family — despite one 
member having asked for it — to verify 
ifthe information contained in them re- 
_ |. flected accurately what was told “to the 
| doctor.” 
~ Secondly, Fu'states: “Lee supported 
agratuity which had been proposed by 
he NTUC where Nair had Bade amuc 











` NTUC dated 24 July 1986. We hope the 


NTUC will spare Mr Nair any further 
insults. Mrs ©. V: Devan Nair and 
Singapore Dr Devan Janamitra 


Ballot-box sanctions 


It is surely true that in.every parliamen- 
tary. system there are occasions where 
MPs, cabinet ministers. and prime minis- 
ters have indulged in gutter politics: 

In. advocating that parliamenta 
should be free from legal sanction 


what they express or doin parliament, I |. 
am.by no means condoning abuses of. | 


mpolitical sanctions: One 


that the electorate’s | 


nor particular to Singapore. If Singa- 
pore has its ethnic particularities, so has 


Belgium, or Switzerland, or West Ger- 
i üld guard. 
he authorities using such “fun=- 


he US... We 


mental constraints” asa guise to curb 
he freedom: of speech... = cee 
i Tan Wah Piow 


pened tous on CAAC, On 


we were on; board CA4115, a Boeing 


7, from Chengdu to Peking travelling 


“first-class.” 


We found the folding table, which is 


“attached to the back of seat 2C, could’ 


not be kept in place and kept falling 
down. After the initial inspection by the 
flight attendant, she. summoned the 
help of another person, dressed in a black 
leather jacket, without any identifica- 
tion whatsoever. He took one look, 
went back to the gallery and returned 
witha string. about 10cm long. After he 








failed, he returne 

with a string about Sees 
First, he asked the passenger | 

2C to stand up, then he proceeded t 

the table to the back of seat 2C, Wh 

my colleagues and I were watching t 

with amusement, he noticed us and $ 

to nobody in particular, but clearly 

our benefit, the following: 
“This is not.our problem. We always 

have trouble with the low quality of the — 


BUTINE ge 
3 the exact number 
n prisoners-of-war who d 
while under the tender mercies of the 
Imperial Japanese Army. 


o 
ime creation of Kore 
é Oh ph 


Bi 
there was no Korea lac., there wou 
no Daewoo. A statement of fact. D 
ever much Daewoo decries it. 

Itis my deep regret that asa K 
see such a prestigious and reliable 
pany as Daewoo make such claims. 
Seoul Se 
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~ Honeywell’ s newest saper minicomputer is a “multi-multi procesor j “Unlike 
other 32 bit super minis, the DPS 6 PLUS doesn’t have to ret on only one central. 
processor... 


. With Honeywell’ s unique multiprocessor design, you can use one, two or even 
_ four tightly-coupled processors simultaneously. That means increased capability to 
handle more terminals and more information. 


But the multi-multi processor’ doesn’ t 
stop there. For every CPU, the DPS 6 
PLUS 400 series has a built-in ‘shadow 
- processor” that double-checks each 
calculation. If something goes wrong in 
_ the system, you'll know about it — 
instantly. : 
‘With Honeywell's virtual memory 

system and improved ergonomic design, 
the DPS 6 PLUS is the standard other 
computer vendors will be 
trying to equal. . 
~ Honeywell's new- 
-DPS 6 PLUS. Honeywell 


wrea PLUS 


the future. 


- Designed well Bui It well. 

















Vol. 135 No.1 








Tr fall of Hu Yaobang. from his post of party general | 
secretary and the campaign against ‘bourgeois liberali- 

sation’ launched in response to student demonstrations 
have created gnawing uncertainty about China’s political 
future. What these events mean in terms of further changes 
in the leadership structure and China's policies of econo- 
mic and political reform may well not become fully clear 


until the 13th National Congress of the communist party in 


October. FOCUS looks at these and other critical. issues. 


facing China. 


Pages 55-110. Cover photograph by Paul Bayfield 


' hie Lier canal indicates the | 


‘wan and South Korean govern- 
nts may have contributed up to 


China agrees to sell Thailand battle. 


| tanks at a ‘friendship’ price to boost 
ai defences and asa showcase for 


6 

it by Sarawak state ee 

reatens Chief Minister Datuk 
tinggi Abdul Taib Mahmud’s con- 
ued term of office. 


-28 ; 
lacement of the long-time 


ngs of being politically, economi- 


y and culturally under siege. Mos- - 


cow has accused local officials of cor- 
-ption and agricultural inefficiency, 

“ wnile calling for higher wheat yields in 
the key grain-producing republic. 


Page 30 
~ The New Zealand Government has re~: 


versed an easing of immigration con- 
| trols on Pacific islanders after the ar- 


rival of a flood of Polynesian visitors: 


|. who, itis suspected, intend to stay 


ambodian refugees in Thailand are | 


ef from their suffering at the 


anti-Vietnamese Khmer re- | 


e fighters and undisciplined 
Thai efugee camp guards. 








Page47 

Soviet Foreign Minister Shevardnadze 
ends his tour of non-communist Asia- 
Pacific countries in Jakarta before 


proceeding to Indochina. 


Pages 111-113. 


The Tokyo Stock Exchange i is on the |. 


verge of surpassing New York as the 


world’s largest in terms of market; _ 
capitalisation. However, Tokyo has a | pT 
long way to go to match the sophisti- 


cation of Wall Street. 
Page 112 


Singapore-based entropi 
ona koea h heavily as he pulls out of a 


billion-dollar prone P pro- 
ject in Melbourne. 


Page 120 
Singapore. presents. a budget that 
concentrates on incentives for 


eneur Jack 


“procreation rather than . 


changes to fiscal policy: 
Page 122 . 


An Australian watchdog commitido i iS- Fina 
given more teeth to combat stock- | gu 


market manipulators. 
Page 131 


‘It is a borrowers’ market in Thailand, “in Burma si 
but with local interest rates still higher |." 


than abroad, few of the majors are 
going to domestic banks. for funding. 


Page 132 
Burma applies to the UN for less-de- 


veloped-country status in the hope | 


that.some of its ae debt will be 
forgiven. 


Page 134 | 
Pakistan proposes tax reforms to 
force black money back into the sys- 


tem, but there are doubts whether the 


package will be politically mmc 


Page 151 ` 
The Hongkong Bank proposes to take 


“HK$3.3 billion from its shareholders. 


through a rights is issue in ithe wake ofa 
record pr fit : 































‘Kuomintang legislators 
call for Peking contacts 
In-an unusual public display of 
internal Kuomintang (KMT) 
discord, three KMT legislators 
-have called on the government 
to allow wider contacts be- 
tween people on Taiwan and 
their relatives on the mainland. 
Speaking in the Legislative 
Yuan on 6 March, the three 
legislators — Hung Chao-nan, 
Chao Shao-kang and Li Sheng- 
feng — criticised the govern- 
ment for substituting slogans 
for a realistic, flexible policy, 
and said the authorities should 
allow both mail communica- 
tion and family visits to the 
mainland. In response, Pre- 
mier Yu Kuo-hwa said the gov- 
| ernment’s “three nos” policy 
~~ no contact, no talks, and no 
compromise with Peking — 
‘was necessary to ensure Tai- 
wan’s security, and would never 
change. — Carl Goldstein 


Shultz counsels 
: moderation in South Korea 






| REGIONAL 

visit by Shevardnadze —__ 
‘A bomb exploded outside the 
Soviet Cultural Centre in Vien- 
tiane early on 9 March, 
the day after Soviet Foreign | 
Minister Eduard Shevardnadze _ 
arrived for a three-day visit. 
Diplomats in Vientiane said 
one guard. was killed and 
another was injured, but the. 
building itself suffered minimal 
damage. The. Soviet minister. 
had been scheduled to visit the . 
centre later in the day. The Lao 
‘Government has not reported 
the incident and no group has 
Claimed responsibility, 

~~ Murray Hiebert 
Japan's ruling party 
Leaders of Japan's ruling Libe? 
eral Democratic Party (LDP) 
said they were shocked by the 
arty’s defeat in the. first par- 


























































Kamsntaty by-election held 
nce the July 1986 “double 
tion.” In the poll, for a vac- 
‘upper-house seat in rural: 
Iwate prefecture, the “Japan 
Socialist Party’s (JSP) Jinichi | 

421,432. votes 











US Secretary of State George 
Shultz, on his 6 March visit to 
South Korea, sought to inject 
“some balance into the Ameri-. 
can position and impart a sense 

i , of urgency in finding a resolu- 
nst only 197,863. cast for | tion to the current political im- 
Isurugi of the LD è| passe. But he also made it clear 
JSP's victory was the first for 25 | that it is the South Koreans 

ars in an Iwate upper-house 

election race. ae 
The LDP defeat was appa- 
rently caused by opposition to 
_ the government's tax reform 
plan, though Prime Minister 
- Yasuhiro Nakasone said “other | 
factors” had also affected the. 
result. ~~ Charles Smith 












































Following Philippines Presi- 
“dent Corazon Aquino’s an-:|.) 
nouncement of candidates for || 
he 24-seat senate, for which: 
elections will be held on 11 
May, an opposition ‘coalition 
‘Styling itself the Grand Al- 
iance for Democracy (GAD) 
has settled on its own lineup. 
Although the party of former 
president Ferdinand Marcos, 
the Kilusang Bagong Lipunan 
BL), will also field five: se- 
ate hopefuls, GAD's list con- 
‘tains the most notable opposi: 
tion figures- including former 
defence. minister Juan. Ponce 
‘Enrile, former KBL vice-presi- 
dential candidate Arturo. To- 
lentino, former senators Eva Ka- 
law and Rene Espina and well- 
‘known newspaper columnist’ 
Francisco Tatad. — James Clad 


































who will have to come to terms 
with each other. 

. There were few clues as to 
whether Shultz had been more 
forceful during his two-hour 
meeting. with President Chun 
Doo Hwan, but at a brief press 
«conference he counselled com- 
promise, moderation and non- 
violence and declared. thatthe 
US supported South Korean 
aspirations for “continuing po- 
litical development, respect for 
‘basic human. rights, and free 
and fair elections.” 


— John McBeth 
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| BUSINESS 


Bank ra holds 
control of UAB 

Malaysia’s central bank, Bank 
Negara (BN), has stated that it 
now controls United Asian 
Bank (UAB), the country’s 


fifth-largest bank in terms of | 


assets. BN became the holder 
of 59.2% of UAB in November 
last year, following the failure 
of some existing sharehold- 
ers to subscribe to a M$152.5 
million (US$16.4 million) two- 
for-one. rights issue. BN 
acknowledged — earlier this 
month that it took up M$200 


million in unsubscribed shares 1 


of Perwira Habib Bank’ on 15 
January, giving it a 49.4% 
stake. 
heavy losses which wiped 
out reserves and much — if not 
all— of their. capital. 


BN said most of the UAB. 


shares are being held in trust 
for the Onna shareholders 
under a. three-year buy-back 
scheme. -~ Nick Seaward 


UOB chairman 
Jardine Fleming (Securities) of 


Hongkong has placed large ad- 


vertisements in newspapers in 
nine countries apologising for 
having stated in its February 
newsletter that the chairman of 
Singapore’s’ United Overseas 
Bank, Wee Cho Yaw, was in- 
volved in a fraud case. The ad- 
vertisement said that there was 
no foundation to the .state- 
ment. The Monetary Authori-. 
iy of Singapore expelled 
the. merchant banking branch 
of Jardine Fleming in 1984 for a 
number of alleged wrongdo- 
ings, including its role in Kep- 
pel’s. disastrous takeover of 


|| Straits Steamship the previous 


year. _ ~~ Nigel Holloway 
China applies for 
Gatt membership L 
China on 4. March formally 


moved to rejoin Gatt after an 
absence of 37 years. Success in 


the lengthy: process is uncer: 
tain, because China’s leaders” 


may find the radical changes tò 
tightly controlled economic 
and trade regimes demanded 
by Gatt’s fair-trade rules un- 
palatable. 

The big industrial trading 
powers have welcomed Pe- 






King’s application —- in marked. | 


contrast to the frosty reception 


given to.tentative Soviet ap- | 


proaches... They. are keen to 
reinforce: moves towards eco- 












oth banks had suffered | 











c and-political liberalisa- 
on within the country and see. 
boosting. China’s. trade links 
with the West as an important 
strategic gain. That will give 
China, if accepted, a powerful. 
voice within Gatt. © _ n 
— Frances Williams 






























nounced that new measures to 
restrict capita ws wel 
take effect on. 12 March, The 
central bank’s prior approval 
will be required for inward re- 
mittances... from. trade-related 
transactions exceeding .US$1 
million, as well as individuals’ 
‘remittances over US$10,000. 
“The new-rules (the first. time: 
the’ authorities have ever ~ 
mited «inward. capital flov 
comprise:an effort to stem,the 
flow of speculative capital en- 
tering the country in hopes of 
profiting from the appreciation 
of the Taiwan dollar against the 
| US dollar. 
.. Bankers. ..were generally 
sceptical that the new, règula- 
tions would ‘achieve ‘the de- 
sired effect, as there appeared: 



















































|, to be no-way to prevent larger 


sumis. fro ing broken down ` 


| into smaller amounts that 
| would not require the central 


bank’s approval. 
— Carl Goldstein 


get wage rise 
Australia’s quasi-judicial Con- 
. ciliation and Arbitration Com- 
mission has handed down a 
Mew. general wage. adjustment 
that includes a flat A$10_ 
(US$6:85) a week increase t 
all workers, about 2.3% ʻo 
average ‘earnings, plus in 
creases of up-to 4% where 
unions in particular industries 
can show productivity gains to 
justify them. The award seems 
likely to keep wages growing at 
6-79 through 1988. Although 
criticised by employers for 
eroding export competitive- 
ness, the increase was judged 
moderate — given an inflation 
rate near 10% —. by financial 
markets, where the Australian 
dollar strengthened... 

_, “Hamish McDonald 


































. © CORRECTION . 
Net rental cost of prime office 
space in-Manila is P80-100 
m?a month, rather than the 










































tion will attend a UN 
nference on Disarmament session 
in Peking on 23-27 March. Although » 
-the team does not plan official 
bilateral contact with the Chinese, 
President Suharto’s approval for the 
delegation i is path-breaking. The two 
official members of the team will be 
lanent representative at the UN, 
Ali Alatas, and director-general of 
polit cal affairs at the Foreign 
Ainistry, Nana Sutresna. Two: other. 
members — Jusuf Wanandi of the 
think-tank Centre for Strategic and 
international Studies and Lukman 
Harun of the Islamic group 
ipere ine will eo 


The Vietnam Government has asked 
former education minister Madame 
Nguyen Thi Binh to be its ambassador 
‘tothe UN; As former minister of 
foreign affairs of the South 
_ Vietnamese Provisional 
Revolutionary Government. 
pon ipating in the Paris talks, Binh 
amiliarface ` ` 
„internationally. But Binh has so far 
T fused on health grounds to accept ; 
: the post. 


strategies have been ` 
‘disbursement of the 
amed 053249 million 








‘Economic Surtpart® Fund which the 


Pabppin ai is getting this year from 
the US. The US Agency for 
International Development suggests 
that the amount be divided into 
US$100 million for government 
development projects and US$149 
million for budget support. The 
Philippines’ Department of Finance 
wants all of it for budgetary support. 
The National Economic and. 
Development Authority, which 
administers the fund, wants US$200 
million for budgetary support and 
US$49 million for projects. 


PROGRAMME PROBLEMS 
Thai Foreign 
Minister Siddhi 
Savetsila is said to 
be furious at Lao. 
Ambassador 
Khamphan 
: Simmalavong for 
allegedly 


fp was originally schedulec 
the end of February but Vientiane 
postpone! it to Tha ‘end of March 


Vientiane’s postponem 
as partly linked to its invitation for 





Thai army commander Gen. 
Chaovalit Yongchaiyut to visit. 
However, despite Vientiane’s desi 
for Chaovalit’s call to take place firs 
the army commander will not go unt 
Souban comes to Bangkok. 


BURMESE BREAKTHROUGH 


The recent visit by an international. 
official to development 
he remote areas of 


rebel gr 


official w: 


trip, an 
him were ght. 
WORDS AND D DEEDS 


Former Hongkong Univershy 
chancellor R 


Huang isa memb 
Drafting i 


e Speci i ra ; 
government 0 Hongkong. loweve 


passport. Hua 
ofv w a /as ne 

















i VUSTRALIA 
Queensland Premier Sir Joh Bjelke- 

Petersen's National Party flopped in elec- 

tions in the Northern Territory ( 7 Mar.). 


BANGLADESH 
` „Hundreds of bombs exploded across 
Ban la ssh asa demonstration against the 


; death of a student leader during a bus-fare 
protest (10 Mar. X: 


CAMBODIA 

Bast German Foreig n Minister Oskar 
cher arrived on an official visit. (Z Mar.). 
viet Foreign Minister Eduard 


0|. Shevardnadze arrived on an official visit (70 


Mar. ). 
; INDIA X 


Hundreds of armed police entered the 
“Golden Temple in Amritsar to rescue four 
plainclothes colleagues wounded in agun- 

attle with Sikh extremist youths inside:the 
shrine, police said (7 Mar.). Police pre- 
Vented ‘Tibetan refugees from entering gov- 
ent buildings. in New Delhi in a protest 
jemanding. Tibetan independence on. the 
8th anniversary of an abortive uprising 
inst Chinese eccepatien: Sikh extremists 





“ral shot dead a police irispëktori in Punjab, it was. 


reported (70 Mar.). 
INDONESIA 


Soviet .. Foreign Minister Eduard 
Shevardnadze arrived on an official visit (5 
Mary 


JAPAN 

us Sebino of State George Shultz held 
talks with Prime’ Minister Yasuhiro 
Nakasone in Tokyo. More than 50,000 peo- 
ple marched in Tokyo to demand withdrawal 
of a proposed 5% sales tax and'a-new tax on 
bank. deposit interest, it was reported (6 
Mar.). 


LAOS l 

Soviet Foreign Minister Eduard 
Shevardnadze arrived on an official visit (8 
Mar.). An explosion shook the Soviet Cul- 
tural Centre in Vientiane killing a Lao guard 
and injuring another, diplomatic sources in 
Bangkok said (9 Mar.). 


NORTH KOREA 
North Korea offered to discuss adam pro- 
ject that South Korea called:a threat if the 


: South agrees to a “level talks (5 Mar. ). 





communist t rebel Inbai a resim pea 
talks. without, an accompanying 
no 


Cana ning for 

began (9 Mar.). 

swore in-four 

those who resigned to ru 
elections in May (? Mar, ). 


SOUTH KOREA 

US Secretary of State George Shu 
rived on an official visit (6 Mar.) A OF 
Korean soldier defected acre: 
militarised zone, it was reported (744 


THAILAND ; 
Thai troops launched a.cam aul 

Burmese drug warlord Khun 

ing his fighters from pa 

tain stronghold, muli 

Mar.). 




































By Nayari Chanda: in Washington - 
Tk recently released: report, of the 
Tower Commission on the Iran/ 
< Contra scandal provides the first hard 
evidence that in order to back its “strug- 
le for democracy” in Nicaragua the 
cagan administration tapped the re- 
sources of its not-so-democratic Asian 
friends. 
‘In addition to Brunei, whose US$10 
million contribution to the Contras had 
been revealed earlier, ‘Taiwan and 
South Korea between them appear to 
have donated up to US$10 million of 
US$32 million given. by private sources 
worldwide over a nine-month period to 
finance the implementation. of the 
“Reagan doctrine”.in Central America. 
_ Ironically, some of this money 
-may have been spent to buy 
“weapons from China. 
While officials of the two 
countries refused to comment, 
an Asin diplomatic source close 
oth said that the Reagan ad- 
tion had put Taiwan and 
uth Korea in an embarrassing 
osition by.soliciting contribu- 
Although contacts were 
de by private individuals, it 
made clear they would be 
oing something dear to US Pre- 
dent Reagan’s heart. 
<: The revelations are unlikely 
to produce any direct impact on 
their relations with Washington. 
‘However, the serious damage to 
AA i credibility and his 
¿weakened position vis-à-vis: an 
increasingly protectionist con- 
gress as a result of the arms scan- 
dal could be bad news for major trading 
partners of the US in Asia. And after 
being burned over the Iran affair, 
_ Reagan is also unlikely to mount any in- 
itiatives in Southeast Asia such as the 
move towards normalising relations 
with Vietnam suggested following the 
recent visit to Hanoi by a liberal Repub- 
lican senator. 

The special commission led by Re- 
publican senator and Reagan supporter 
John Tower, which the president had 
. Set up to investigate the National Secu- 

Tity Council’s (NSC) involvement in 
arms sales to Iran an diversion of sales 
_ proceeds to the Contras, unearthed the 
documents showing the Asian connec- 

tion. 
While, for the sake of avoiding em- 
_ barrassment, the names of thecountries 
have been deleted from the published 
report, the allusion to Taiwan, never: 
theless, is transparent. And well-placed 




















































‘Taiwan, South Korea, helped fund Nicaraguan rebels 


_Contra-indications 


administration sources told the REVIEW 
that the second unnamed country is 
South Korea. 

The effort to secure private funds for 
the Contras began in the spring of 1984 
when the US Congress refused to pro- 
vide covert CIA aid to the movement. 
As a result of secret lobbying efforts 
undertaken by NSC staffers and a small 
band of anti-communist activists includ- 
ing former US military officials, the 
Contras received US$32 million from 
private donors between July 1984 and 
March 1985, 

Adolfo Calero, head of the Nicara- 
guan Democratic Force, the main Con- 
tra rebel army, told the press that 





most of this amount was spent to pay for 
weapons coming from such diverse 
sources as Europe and China. 

Earlier, congressional investigators 
found that around US$20 million of the 
private donations had come from Saudi 
Arabia’s King Fahd. Sources said that 
part or possibly most of the remaining 
US$12 million came from Taiwan and 
South Korea. Other records show that 
in addition, the Sultan of Brunei, aclose 
friend of the Saudi royal family, depo- 
sited US$10 million in a secret Swiss ac- 
count in August 1986, which subse- 
quently disappeared and has not yet 
been accounted for. 

The Review has learned that Singa- 
pore too was approached by the US 
Government for a financial contribu- 
tion to the Contras but that it turned 
down the request. Although Singa: 

ore’s Ambassador to the US Tommy 
oh told the REVIEW he was unaware of 








any administration request for financial 
contributions, authoritative US sources 
said that a high-level solicitation was po- 
litely rejected. 

“You Americans cannot keep any 
secrets,” was reportedly Singapore’s 
reason for the refusal. - 

There have also been allegations, 
now being investigated by congress and 
the government, that US$700 million in 
aid earmarked for Afghan rebels be- 
tween 1980-86 has disappeared and that 
some may have been diverted to the 
Contras (REVIEW, 5 Mar.). 

The Tower Commission rep 











uotes a 6 February 1985 memo. from 
ormer NSC official Col Oliver: North 
to the then NSC chief Robert 
McFarlane saying that as. a res 
sult of efforts. by retired US 
Maj.-Gen,. John Singlaub tò 
“raise. funds for the Contras 
in Asia,” the Taipei and Seoul 
poverine nta had offered to 

elp. Singlaub served terms in 
South Korea as CIA deputy sta- 
tion chief and commander of the 
US forces. 

The memo said: “Singlaub 
will be here to see me tomorrow. 
With your permission, I will ask 
him to approach [X] at [count 
deleted] Interest Section and [ 
at the [country deleted] Em- 
bassy urging that they proceed 
with their offer. Singlaub would 
then put Calero in direct contact 
| with each of these officers. N- 
White House/NSC solicitatio 
would be made. Nor would Sing- 
laub indicate any US Government en- 
dorsement whatsoever.” 


dministration sources told the 

REVIEW that the “Interest Section” 
mentioned in the memo was Taiwan’s 
Coordination Council for North 
America and that the embassy was that 
of South Korea. The Tower report said 
it was not known if McFarlane ever en- 
dorsed this plan “but the Contras even- 
tually received funds from both foreign 
governments.” 

Officials of these missions refused to 
comment in any way about the report 
but the Asian diplomatic source close to 
both Taiwan and South Korea said that 
the private solicitations had embarrass- 
ed Taipei and Seoul. 

“They knew very well that it was 
going against the will of the congress but 
they felt obligated to put up the money 
in order not t int Reagan,” the 


















id ideological fac i 


and South Korea, both of whom have 
huge trade surpluses with the US and 


ere the object of protectionist moves | 


y the congress, may have felt the need 
‘tobe in the good books of the admini- 
stration. 

Taiwan, fighting to prevent shrink- 
age of its diplomatic recognition and 
presence in the world, has additional 
reasons to be interested in the anti-com- 
munist cause in Central America: All 
the Central American countries. with 
the exception of Nicaragua maintain 
diplomatic relations with Taiwan. Ac- 
cording to the administration sources, 

irec of these — Guatemala, Honduras 

Salvador — have close military ties 

h Taiwan. : 

« They regularly send their officers for 
raining at the Political Warfare Cadres 


| Academy in Peitou, near Taipei. The 


Anti-Communist ` League 
L) founded in 1966 through a 
ooo ath Korean and Taiwan initiative to 
‘combat “communist aggression and 
¿| subversion” worldwide, is reportedly 

‘the. principal recruiting agent for 


| World 


| trainees inthe academy. 


REVIEW . sources in Taipei said 
| Singlaub, the president of the American 
| chapter of the WACL, has long main- 
tained close ties with the more conser- 
vative, elements in Taiwan's Kuomin- 
tang.: ; 

Unconfirmed reports have been cir- 
culating since 1984 that the Taipei 
WACL had channelled. funds: to’ the 
_| Contras. Singlaub seems to have found 

--both ‘natural allies anda spontaneous 
source of support in. Taiwan and South 
rea-as he hunted for funds on behalf 
gan’s NSC, His last public visit to 

‘aipei came in July 1986 when he was a 

:¿ participant in the. WACL-sponsored 
Captive Nations Week activities. 


Joe Seoul officials described as “abso- 


‘ately groundless” the reports that the 
. south Korean Government had sup- 
“plied aid to the Contras. A senior 
oreign Ministry source told the 
REVIEW on 10 February: “We have not 
provided.a single pen or a single article 
. -> because we are not supposed to get 
involved in matters of such nature. It 
|. is avery delicate problem.” Asked if it 
was. possi hat supplies may have 
been channelled through one of South 
| Korea's large corporations, he said: “I 
:| can tell you 99% that neither the gov- 
‘|-ernment nor any private. company has 
provided assistance.” 
oo A--spokesman for the Korean 
WACL, which serves as the secretariat 
| forethe international body, acknow- 
ledged that Singlaub visited Seoul on 
20-33 July 1986, but said the WACL of- 
fice had not been involved in Contra‘as- 
sistance either. Diplomatic sources say 
|-they are aware the Americans “went 
around with a begging bowl,” appa- 


<| rently through unofficial contacts. Al- 


though the sources had no further infor- 


said: “I wouldn’t be sur 
[South] Koreans respo 
way.” T oak j 
While the South Korean and Taiwan 
involvement had obvious. ideological 
underpinnings, the Brunei connection 
seems tovhave been more a matter of 
generosity, albeit for the anti-com- 
munist cause, by the sultan. The Tower 
report shows that Elliot Abrams, the as- 
sistant secretary of state for inter-Ame- 
rican affairs, hit upon the idea of asking 
Brunei for contribution in June 1986. 

Abrams gave the sultan an account 
number. in Credit Suisse in Geneva 
(maintained by North) asking him to de- 
posit the donation there. 

North said that no Brunei money has 
been deposited in the secret Swiss. ac- 
count. But at the US request’ the 
Citibank in Brunei. provided papers 
showing that US$10 million of the sul- 
tan’s money was deposited in Credit 
Suisse. Congressional investigators are 
now trying to find out where the amount 
disappearedto. —— = 


percussions of the Iran/Contras scandal 
for Asian governments. A weakened 
presidency will be less able to prevent 
harsh trade measures against countries 
like Japan, Taiwan and South Korea: 
On other major issues like demo- 


cratisation of South Korea and Taiwan | 


and support for the democratic gov- 
ernment in the Philippines, there is a 
broad consensus between the congress 
and'the. administration and the scandal 
is unlikely to bring any change. But the 
Iran scandal may have ‘badly hurt the 
prospect..of any initiative to improve 
US-Vietnam relations, sources close to 
liberal Republican senator Mark Hat- 
field told the REVIEW: 

After‘his return from a recent visit 
to Hanoi, Hatfield had suggested to 
Reagan that he serid a special envoy to 
Hanoi and consider opening a technical 
office in the capital. He told Reagan 
that only:he, with his impeccable cre- 
dentials in. support of the Vietnam 
War and his patriotism, could put Viet- 
nam behind and leave his mark on his- 
tory, F 

But as far as Southeast Asian prob- 
lems are concerned, few now expect any 
new moves during the remaining 22 
months of the Reagan presidency. gg 








arms sales 
Cheap Chinese arms for Thais 
to promote other exports 


By Paisal Sricharatchanya in Bangkok 


Co has agreed to sell an -asse 
ment af weapons to the Thar armed 
forces — including battle tanks al ¢ 
tremely low. “friendship” pri 

deal has d ti 


foreign exchange; ` 

Following months of speculation, 
the Chinese sale was confirmed by Thai 
army deputy chief of staff Lieut-Gen, 
Suchinda Kraprayoon. In an interview 


published in the Bangkok Poston 
March, le said the Thai army w 
quire 30-60 medium, T69 tan i 
cient to form a new 
Other sources have i 
of up to 100, Inclu 
number of 130 mm artillery pieces 
well, the sale is said to amount to m 
than Baht 2:billion (US$77 million). 
The acquisition is designed to bc 
the Thais’ defence capability on 
eastern border with Cambodia, whe 
Vietnam still has an estimated 140 000+ 
strong occupation army. The ff 
of the tanks is expected. to be d 
soon; ultimately they are likel 
stationed around Aranyaprath 
flat terrain which, unlike the 
topography in other stretch 
borderline, is considered most vul 
ble to a tank-led invasion. 
The T69 is-an upgraded version ol 
the T59, which is understood to be mad: 











ilitary has been impress- 
yerformance of 18 Chinese 
llery’ pieces gi 

Bangkok as a gift two years ago. 
The Chinese pieces were put to good 
se during a little publicised 18-day skir- 
mish near a hilly border pass in Buriram 
province last September and Octo- 
ber. According to one informed 
source, they fired at and hit four Viet- 
namese batteries —- with the assistance 
of an ultra-modern AN/TPOQ-36 
counter-battery radar system supplied 
by the US. As a result, all 11 Vietnam- 
-ese batteries in the vicinity stopped firing. 
1o The Chinese offer is believed to have 
been. originally made more than two 
years. ago, dating back to- the time. of 
former army commander Gen. Arthit 
Kamlang-ek. It was reiterated by 
inese military chief of staff Gen. 
ng Dezhi during his visit to Bangkok 
n mid-January when he met the current 
ommander, Gen. Chaovalit Yong- 
haiyut, and other top officers. An 
expressed desire by the Chinese to pub- 
licise the deal led some to believe that 





















atemiya indicated a 
iat the air force 
r” of Chinese 
ant gu because of 
ality and affordable prices. If so, 
je replace out-of-date equip- 
ent at various airbases in central and 
ortheastern Thailand. ~ 
The. air force, however, has turned 
own another Chinese offer to sell. F7 
et fighters on the grounds that it wants 
to stick solely to US: aircraft to avoid 
cal and maintenance problems. 
; current fleet of FSEs will be boosted 
by a new squadron of 12 Fl6s from the 
US due for delivery in the second half of 
xtyear, 2 
With the Thai arsenal traditionally 
_ full of American weapon systems, the 
| army purchase of Chinese tanks and ar- 
Uillery marks a significant, step in a new 
_ policy instituted in recent years to diver- 
_ Sify. the country’s supply sources as 
muchas to develop local production 
towards eventual ‘self-sufficiency 
I (REVIEW, 19 Feb.). 
The Thais are likely to continue rely- 
ing on Washington for more sophisti- 
cated weapons — pending approval by 
the US Congress, Bangkok will acquire 
another 40 M48A5 tanks for US$47 mil- 
lion to boost its present inventory of 65. 
_ But faced with frozen defence budgets, 
the army appears to-have no.choice but 
to opt for cheaper basic equipment from 
ther countries in order to maintain its 
modernisation programme. 
The choice of China.as a Jow-cost 
“supplier is logical in view of. the two 
¿countries increasingly close: relation- 
hip. Culminating frequent exchanges 




























































© Yajiratong Cel 
pet treatment during a two-week state 
visit to- China representing his father, 
King Bhumibol Adulyadej; which 
ended on 8 March. 

From Peking’s standpoint, the cheap 
sale not only corresponds with the Sino- 
Thai rapport over the Cambodia con- 
flict but is also seen as being linked to a 
broader Chinese desire to develop a 
firmer foothold in Southeast Asia. 
“China must have realised it has few 
friends in Asia. It apparently wants to 
use Bangkok as a window into Asean,” 
commented one Thai foreign-affairs 
analyst. ; 

Although the exact terms are not dis- 
closed, sources told the REVIEW that 
the deal with the Thai army is so cheap it 
borders on a give-away. The tank is said 
to cost one-tenth of its market price 
while Bangkok is given a 10-year grace 
period before repayment, in instalments, 





































‘ang: reiterated offer. 








begins. The Thais are also attracted by 
China’s promise of prompt delivery. 

_ But the deal is not likely to be posi- 
tively received by Malaysia and In- 
donesia, the two members of Asean 
which still harbour deep suspicion over 
China’s designs in this region. Although 
the two countries are in no position to 
raise any objection, one senior Thai 
source told the REVIEW the government 
~- recognising the subject’s sensitivity 
~~ will brief all its Asean friends to allay 
any concern. 

According to diplomatic observers, 
Kuala Lumpur and Jakarta do not want 
Bangkok to become too dependent on 
the Chinese — for fear it would under- 
mine Asean’s collective efforts to seek a 
peaceful solution to the Cambodia 
stalemate. But as one Asean diplomat 
put it: “The Thais are known through 
history for their diplomatic. finesse 
which prevented the country from being 
colonised. We trust they are walking 
into the deal with their eyes open.” gy 
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‘coup’ 
Rebels call on chief minister 
to step down or else 


By Suhaini Aznam in Kuala Lumpur 
S immering resentments against 
Sarawak’s state leadership erupted 
in a threatened “coup” on 10 March 
when 28 out of the 48 representatives in 
the erties Hence an ultimatum 
to Chief Minister Datuk Patinggi Abdul . 
Taib Mahmud to step down or be ousted 
through a vote of no confidence. : 

The pivotal issue is said to be Taib’s 
leadership style — his lack of consulta» 
tion with. the component parties ° 
Sarawak’s ruling: coalition — and 
fact that too much power is conc 
trated in the hands of “one man and one- 
man only,” as a rebel statement said. | 

Taib has accused his uncle, former 
governor Tun Rahman Yakub, of being 
the prime mover behind the rebellion. 
Rahman, who plays no officially active 



















role in politics, hand-picked his nephew 


| to:succeed him in 1981, but then found 


him to be less malleable than expected. 

The first hint of the present crisis sur- 
faced. early on 10. March with reports 
that four state ministers and three de- 
puties had quit Taib’s cabinet. By the 
evening, the majority of the 28 rebels 
had hastily assembled in Kuala Lumpur 
to plan their next move — with Rahman 
conspicuously among them and offering 
his services “should they be needed.” 
` The old family feud extended 
beyond the clan this time. The rebels 
comprised members.of all four National 
Front parties in the state, including 
Taib’s own Parti Pesaka Bumiputr 
Bersatu. Calling themselves “Bersatu 
(Group of Unity), the group has ap- 
pointed Datuk Mohamed Noor Tahir, a 
seasoned politician who once served as 
Rahman’s political secretary, as chief 
minister~elect. 

Taib flew to the capital to meet 
Prime Minister Datuk Seri Mahathir 
Mohamad, who is reported to have told 
him that the revolt was a state matter 
and that a solution would have to be 
within the bounds of the state constitu- 
tion. Taib is expected to ask the state 
governor to dissolve the assembly and 
call an election. ; E 
The rebels themselves admit that the 
chances that Taib will “step down grace- 
fully” are slim, and he is more likely to 
fight to the ‘finish. The rebellion. sur- 
prised many who had thought that Taib 
had quashed internal dissent after his 
then heir-apparent, Wan Madzihi Wan 
Mahdzar, won a by-election in 1986. 
But Madzihi: himself has. now crossed 
over to the rebel faction. u 












































For Indonesia, the new power plant 
at Suralaya means 800MW of new 
generating capacity to keep lights 
burning bright and appliances and 
machines humming. . 
Butto B&W, who in partnership with 
Marubeni Corp. of Tokyo supplied 
Suralaya's complete steam generat- 
ing system, the project reaches 
beyond the power of electricity to 
show the power of international co- 
operation and shared resources. 
Babcock & Wilcox’s part in that 
sharing took the form of world- 
renowned North American expertise 
and experience. B&W, with Marubeni, 
designed, manufactured, supplied, 


erected and commissioned the total 
boiler island here in the country’s 
largest and first coal-fired station. 

And these two 400MW boilers are 
not ordinary. Especially designed to 
burn either coal or oil, their flexibility 
means that the most economical fuel 
can be utilized. 

Throughout the project we worked 
closely with Indonesian fabricators, 
contractors and suppliers. Their skill 
and dependability helped us meet 
or better all contract commitments, 
deadlines and schedules. 

Suralaya. Another cooperative 
example of B&W’s worldwide capa- 
bility. We're ready to share our un- 





matched resources with you. Babcock 
& Wilcox. In our second century of 
steam generation leadership 

For more information contact the 
Manager, International Marketing & 
Sales; Babcock & Wilcox Canada, 
581 Coronation Blvd., Cambridge, 
Ontario NIR 5V3. TLX: 069-59341 or, 
Babcock & Wilcox International, Inc., 
20 South Van Buren Ave., Barberton, 
Ohio U.S.A. 44203, TLX: 98-6406 
Babcock & Wilcox, a McDermott 
International company 





HOTOL (Horizontal Take-off and Landing); A satellite launch vehicle designed to operate from conventional runways regularly, reliably and economically. 





Developed in the 
advanced atmosphere 
Concorde helped to create 


In the tradition of innovation and technological 
advance that Concorde helped establish, British 
Aerospace is developing a revolutionary spacecraft for 
the 21st Century. 

HOTOL is a fully reusable launch vehicle, poised to 
exploit the commercial potential of space, beyond the 
reach of conventional launch systems. 

Such innovation comes naturally to the company 
that developed CONCORDE, and other firsts like V/STOL 
HARRIER, the world’s quietest jetliner THE 146, and 
SEAWOLF the only anti-missile missile in service. 

British Aerospace is the one company today 
that designs and builds more types of aircraft, defence 
and space systems than any other single company in 
the world. 

Whatever the future holds you can be sure 
that British Aerospace will be there as a world leader 
in aerospace technology. 


BRITISH AEROSPACE 


_- Lip where 
we belong 


British Aerospace plc, 11 Strand, London 
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American companies are financing in Europe. European compa- 
nies are financing in America. The Japanese and Koreans are 
expanding their financing horizons. What is now required of 
Ee EE EE 


an investment bank is the 
AND THERE ARE 24 HOURS ence to serve the whole client 


ABER THAT TTIE ALL almost anywhere on earth. 
IMAGINATION, AGILITY AND __ We are unique in this — 
MUSCLE. í regard. Our $2.65 billion in 


capital assures you the best 
pricing possible. Our willingness to put it to work means we will 
carry your paper if necessary. 

We are acknowledged to be a U.K. and European expert in 
U.S. stocks. And perceived in U.S. markets as an expert in inter- 
national equities. 

We were the first investment bank to sell MMP™ stock for 
European issuers in the U.S. market. Including a $100 million 
placement for Michelin. ; 

We have the worldwide distribution system to sell $200 million 
worth of Kingdom of Belgium Floating Rate Notes in one day. And 
turn over $1 billion in Deutschemarks in one week. 

Our $1 billion Kingdom of Denmark issue still remains one of 
the largest fixed-rate debt issues ever in the Euromarket. We were 
the lead manager of the Italy Fund. As well as the lead manager for 
Toyo Trust, in the first federal funds- 


ae e ee N global lan- SHEARSON 
RieAndthosewhodorot,  — LEM MAN 

gla wavs InNew York cares BROTHERS 
Landon, Jacques Gelardin, 6262525. In An aetian Bes company 
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M Philippine 


Airlines 





OUT OF THE BLUE, 
PHILIPPINE AIRLINES COMES SHINING THROUGH. 


At Philippine Airlines we're flying with a But through all the changes, one thi 
new look, a new purpose and a new commitment remains the same. 
to maintaining Asia's first airline as Asia's finest The natural warmth and charisma of t 


airline. Philippines still shines on all our flights to 


SHINING THROUGH 





cities in 21 countries around the world. 
Some things you can change. And, happily, 
some things you cannot. 





AMCO 
BLACK & DECKER 
BRITISH PETROLEUM 
CLEVELAND BRIDGE 
COSTAIN 
McCONNELL DOWELL 
McDERMOTT 
SAFEWAY 
SCHLUMBERGER 
SHELL 
UNIMIX 
UNION CARBIDE 
XEROX 


What do these 
international companies 


know about Dubai 
that you don’t? 


They know that Dubai's Jebel Ali Free Zone m No personal income taxes. 

has introduced exciting trade freedoms m No import duties/export taxes. 

and benefits, enabling companies to set up m Unlimited cheap energy. 

trading and industrial bases easier in the They also know that with superb facilities 

Middle East. including an extensive infrastructure, state-of- 

Just look at these benefits—unique to Jebel Ali. the-art communications, accommodation, 

m 100% foreign ownership. hotels, hospitals, security and every modern 

® Unlimited transfer of profit and capital. amenity, Jebel Ali is a unique opportunity for 

m Nocorporate taxes for a minimum of 15 years. an Eastern, Eurapean and American 
markets. 


For more information contact Mr. Edward A. Butler, Dept. 07, 


ale hali fd | acide! kalau 
Jebel Ali Free Zone Authority 


P.O. Box 3258, Dubai, United Arab Emirates Tel: Jebel Ali 56578, 
Telex: 46580 TPAJA EM Cable: PAJADUB UAE 
THE PRIDE OF DUBAI 











Fuji unlocks 


new opportunities. 


One key to international success is choosing the right financial institution 
You need solid assets, diversified services, experienced personnel, and a worldwide 


You need Fuji Bank, one of Japan’s largest. 


range of financial services and information. 


For a head start in international business, start with Fuji Bank 


We'll open up considerable possibilities. 


A FUJI BANK 


Tokyo, Japan 


Overseas Network 
Hong Kong, Seoul, $ 
Guangzhou, Sh 

b 


Zürich, Lt 





ngapore, Jakarta, Manila, Bangkok, K 
n, Sydney, Melbourne, London, Manchester, Duss 
Paris, Milan, Madrid, Bahrain, Tehran 
Francisco, Atlanta, Miami, Toronto, Mexico City, Sao Pat 





New York 








Heller Overseas Corporation 


netwi 


Our growing network covers 38 cities in 23 countries to help you anywhere, anytim: 
Our about U.S.$177 billion in assets enable us to finance virtually any proje: 
And our experienced international staff can provide you with a wide 
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Corruption, nationalism 
draw Moscow’s ire | 


: By Martin Ebon 

"he Kazakhs of Soviet Kazakhstan, 
-E bordering China’s Xinjiang autono- 

mous region, regard themselves as 


politically, economically and culturally | 


under siege. Their self-image is that.of a 
inority in their own region, outnum- 
bered by such newcomers as Russians 
and other ethnic groups, while accused 
of deeply ingrained corruption and inef- 
“ficiency. 
Kazakhs have come to think they are 
singled out as. scapegoats for such wide- 
“spread Soviet problems as grain short- 
sand agro-industrial production fail- 
. In fact, Moscow media have 
d blame more widely, naming 
Kazakhstan as only one of several 
Soviet republics plagued by persistent 
| corruption. Others include Russia pro- 
: pet, neighbouring Uzbekistan and the 
“Georgian republic. 


However, Kazakh resentment, ex- ` 


essed as anti-Russian feeling, su 
ing i 


--Kunayev’s downgrading was co 

leted, late in January, with his removal 
from the Soviet Communist” Party’s 
highest body, the politburo of the 


‘yarty’s central committee. The ouster : 


ook place shortly after Kunayev’s 74th 


rthday, on 12 January. He. had. been. 


t secretary since the early 1960s and 
` joined the Moscow politburo, as.a full 
“member, in 19714 © . Se 

<- Kunayev was a long-time associate 
and protégé of the late president Leonid 


Brezhnev, whose leadership of- the 


| Soviet Union is now viewed- as corrupt 
and all-too tolerant of bureaucratic 
lethargy. Kunayev’s appointment in 
-1960 followed a pattern whereby re- 


gional:party chiefs were members-of a ` 


local ethnic group, but. often mere 
| figureheads, while their ethnic Russian 
deputies functioned as Moscow’s:resi- 
“dent administrators. 

-:Brezhnev’s death in November 1982 
and the selection of former KGB chief 
Yuri Andropov as the top Soviet leader, 
‘marked the beginning of an. intensive 

ampaign against the cynicism and cor- 

ption associated with the Brezhnev 


Jslamic 


| identified as equally affected by mal- 


administration, but two of the heavily 
Central Asian regions, 
Kazakhstan and Uzbekistan, have been 
subject to particularly intensive public 
scrutiny in the Soviet media and in re- 
ports and speeches publicised at region- 
al and national party meetings. 

To the degree that Kunayev could be 
held personally responsible for trends in 
Kazakhstan, his rule appears to have 


i been characterised by ethnic Kazakh 


self-assertion. This, in turn, per- 
petuated resentment of Russian pre- 
sence and control in Kazakhstan. 
According to the 1979. census, ethnic 
Russians within the territory represent- 


KAZAKHSTAN CRITICISED 


ed 40.8% of the population, white 
Kazakhs — a Turkic-Muslim. ethnic 
group — made up 36%. 


Knee”, was- said to have favoured 
me Kazakh’s in key party and 
government positions in. the region, run- 
ning a power-and-patronage apparatus 
that permeated’ the. republic: and was 
particularly strong in Alma: Atas Mos- 
cow’s startlingly prompt and descriptive 
reports on rioting in the capital city pro- 
testing against Kunayev’s ouster and as- 
serting Kazakh. strength, emphasised 
the ethnic issue and categorised the pro- 
testers as “hooligans,..parasites and 


-other anti-social persons.” 


~ Alma Ata, a burgeoning city of 1 mil- 


ion inhabitants, is some 320 km from 


the: border of Xinjiang, whose. own Is- 


t all Soviet republics have been q 
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ve a strong kr 
with the Soviet minority. Soviet 
reports from Kazakhstan indic 
Kazakh nationalist and Islamic fon 
mentalist sentiments. 

Accounts in Komsomolskaya 
Pravda, the Moscow daily newspaper of 
the Young Communist League, 
suggested that Kazakh officials and 
hangers-on felt threatened by purges ol 
their ranks, dramatised by the dis 
of Kunayev from his top party post: 

The newspaper came closest top 
pointing underlying issues when it sat 
that those who had benefited s 
Kunayev’s regime “felt the ground be: 
ginning to tremble beneath them.” 
dents at the state university are man 
ethnic Kazakhs fron the southern part 
of the republic, and. Russian stud 
had been beaten by Kazakh gangs 

“It was considered irreleva 
newspaper said, that students in « 
mitories were “segregated acco 
to ethnic background,” a co 
which apparently encouraged not 

separation but hostili 

well, 
Before his dismissal f 

the two top party jobs 

Kunayev had tried vali 
f io deflect criticism 

C Kazakhstan’s social and ec 
| nomic difficulties from-h 
own person. In successi 

speeches and reporis, H 

‘presented long accounts. 
. the republic's achievements 
. followed by the now custom 


yl ; 
p shortcomings” ir 
„region. Kunayev went 
ther than most regional 
“chiefs by listing the names 
of responsible individua 
whenever he cited the 
ures of aministry or other 
stitution, 

Kunayev’s efforts were also ne 
for two other main features 
able to break the long habit of praisir 
the ruling party head, as:had beend 
from.the days 
Brezhnev. ° 
party. General: ( 
bachov. had expressed his distaste 
such public adoration. 

As well, in his eagerness to defend 
the record of his administration 
Kunayev engaged in exten 
apologies. But at the same tim 
order to go along with the “new thi 
ing” of the Gorbachov era, he felt com: 
pelled to heap accusations against: 
ing personnel in the Kazakh 
and government administratio 
embellish Moscow's 


painting a picture that made bala 
analysis virtually impossible, 

While noting that the repu 
dustrial production increased’s y 
early 1986, as compared with 1985 













rises, or one out of 
| five, “did not fulfil their negotiated 
commitments for deliveries.” 

One region was 40% in arrears, 
< another one-third. Kunayev specifically 
“castigated the ministries of light indus- 
try, non-ferrous metallurgy, highways, 
local industry and construction materi- 
| als as squandering allocated funds. 
Traditionally, Kazakhstan has been 
among the Soviet Union’s major 
-suppliers of grain, as well as of products 
‘derived from cattle breeding. The re- 
‘gion also produces much of the Soviet 
< Union’s lead, as well as a great deal of 
zinc, copper and other valuable metals. 
The Kunayev report and other pub- 
dished data indicated the Kazakhstan 
has, indeed, been suffering from a 
malaise of economic stagnation. As the 
public data refer only to state enter- 
prises and official shipments, it is fair to 
| assume that a good deal of the shortfall 

may be due to the diversion of food- 
_ stuffs and other items into black-market 
channels. 
























the Soviet press, particularly follow- 
ing the Alma Ata riots, has carried 
frequent accounts of favouritism and 
corruption in Kazakhstan. The alleged 
scourge of “patriarchism,” a reference 
to Kazakh clannishness, suggests that 
family connections played a strong role 
in assigning favoured positions or al- 
locating resources. 

Travellers suggest that ethnic 
< Kazakhs often regard getting around 
“Russian” rules and regulations as fair 
pa — a shrewd hoodwinking of the 
‘Moscow establishment and an outlet for 
anti-Russian sentiments. The Soviet 
‘media have accused Kazakhstan au- 
thorities of failing in ideological educa- 
‘tion — of falling short in inculcating 
healthy “inter-ethnic” attitudes among 
the young generation. 

Fooling the bureaucrats in faraway 
‘Moscow may have been a favourite 
undertaking in Alma Ata during the 
Kunayev decades, with or without 
ethnic undertones: misrepresentation in 
fficial reports in certainly practised 
tside Kazakhstan as well. 

“Kunayev’s Russian successor, Kol- 
jin, quickly announced that he would 
engage in a “radical change” in the 
Kazakhstan Communist Party ap- 
paratus. He implied Kunayev had built 
up an all-too-predominantly Kazakh 
administration, engaging in “distortions 
_ of personnel policy.” 

Tass newsagency, reporting on Kol- 
_bin’s assignment, commented on “the 
„unhealthy phenomena in Alma Ata.” It 
added that the party would improve 
“the selection of ‘personnel and 
heighten educational activities among 
the population, with particular em- 
phasis on young people and inter-ethnic 
traditions.” fR] 



































for Soviet grain 
T Soviet Union’s grain harvest tar- 

get for 1987 has been fixed at 232 
million tonnes, which would be its sec- 
ond-largest yield ever, Tass newsagency 
reported on 13 February. A large per- 
centage of this total, in excess of 30 mil- 
lion tonnes of grain, would have to 
come from Kazakhstan, the Central 
Asian republic whose northern and 
northeastern regions contribute a cru- 
cial part of the Soviet Union’s total 
wheat output. ; 

During the current Soviet campaign 
for greater efficiency in agricultural pro- 
duction, Kazakhstan’s reported lack of 
land utilisation has come under 
scrutiny. The nationwide TY news- 
cast Vremya, originating in Mos- 
cow, said that “field work is now in pro- 


ter gains 






















(US$934) per ha, almost twice the Rbi 
346 per ha obtained for 15 quintals of 
Saratoskaya-29 (a type of grain). 

“Tt is true that hardy wheat produces 
lower per ha yields, but this is simply 
one. of its natural features.” This lower 
gross provided the basis on which the 
work of each farm was assessed, the 
broadcast said, and the pursuit of a 
purely quantitative standard had caused 
the cut-back or neglect of hardy wheat. 

The programme criticised the “iner- 
tia” of local agricultural committees, 
which have authority to fix the “struc- 
ture of grain areas, in particular the 
selection of high-quality varieties of 
wheat.” It-added that the road towards 
increasing gross yields was throug’ 





= 





gress from the shores of the Baltic to the 
Pacific Ocean,” incorporating “a 
changeover to economic methods of 
management.” 

Adding that this creative approach 
and initiative did not meet with support 
everywhere, the programme singled out 
north Kazakhstan as a “graphic exam- 

le” of such a failure. It said the Soviet 

nion’s “virgin land” fields produced 
“approximately half of all the hardy 
wheat” in the Soviet Union, but added. 
that north Kazakhstan had for several |® 
years failed to fulfil its quota of such: 
grain sales to the state, though growing | 
hardy wheat was, economically, very 
advantageous. 

The broadcast said experiments over . 
several years at the teaching farm of the 
Tselinograd Agricultural Institute had 
shown 12 quintals (1,200 kg) of, hardy 





wheat could produce a profit of RbI 604 | Ship unloading: grain shortial 









































l ogies, 
hardy and strong wheats: 

Rigid emphasis on quantity output to 
meet. pre-set quotas has been the prac- 
tice — and the bane — of much of Soviet 
agriculture and industry. At last year’s 
27th Congress of the Communist Party | 
of the Soviet Union, economic 
guidelines specified that agriculture 
throughout the countr -is to achieve an 
increase of 14% tol % by 1990, with 
gross harvests of grain to reach an an- 
nual level of 250-255 million tonnes. This 
end was to be achieved mainly by means 
of intensive development, the introduc- 
tion of the | achievements in 
technology 


science, >and efficient 


| the full utilisation of pro- 

duction potenti 
Grain production remains a major 
; ie Soviet economy. Al- 
though the current harvest appears to 
' y satisfactory, grain imports 
the US, Canada, Australia and 


eg a have, i in the past, been neces- 
_ sary to make up for repeated shortfalls. 
The: Soviet media, including the 
communist party daily Pravda, and the 
Russian-language daily Kazakhstans- 
ya Pravda, published in Alma Ata, 
oe region’s capital, have been highly 
Ae of Kazakhstan’s implementation 
| of central directives. 
ly unacknowledged are prac- 
“tices of diverting time, equipment and 
_ products to personal use. There may 
~ also be a reluctance to deliver the local 
produce for “outsiders’” consumption 
| elsewhere in the Soviet Union, an ex- 


| pression of nationalism that eludes 


statistics and standard analyses. 


The current re-staffing of the local’ |: 


| Kazakhstan administration, in party 
and government, is clearly designed to 
enable the region to catch up with the 
targets now set for it. — Martin Ebon 





| sociation with France, 


| “Taking aunited 


stand against France 


By Colin James in Auckland 


outh Pacific Forum countries: have 
declared their intention to ‘close 
ranks to stop what forum chairman, Fiji 
Prime Minister Ratu Sir Kamisese 
Mara, said were attempts by the French 
Government to divide them on the 
uestion of independence for New 
aledonia. Henceforth, the foram 
would conduct its dialogue with France 
on New Caledonia as a forum and not as 
individual states, Mara said on 4 March, 
the day after a special meeting. of forum 
countries’ representatives in’ Auckland. 
Mara’s comments: reflected: a con- 


French police in No 





independence with no promises of con- 
tinued support. 

This, forum countries concluded 
was aimed at manipulating a pro-int 
gration result. At their August 1986 
meeting they accepted a lead D 
three Melanesian nations, Papua New. 
Guinea, Vanuatu and the Solomon I 
lands, and successfully sought to hay 
New Caledonia reinscribed on the 
agenda of the UN Committee on D 
colonisation as a. colonised territory | 
with consequent greater scrutiny of 
French administration and progress 

wards independence. 

France lobbied hard agai 

the move and, after reinseription 

would “take no notice,” 

words. of Interior 

Charles Pasqua (REV 

Dec. *86). It has steppec 

fers of aid to South 

tins lage in Mara’s words on 
“They [France] ha 

their best to divide 
the forum with “friendly prese) 
sure” ~~ offers of aid, remin rs 


With a meeting of the decol 
onisation committee looming on 
17 March and armed with ar 
PEUTER cently received copy of the 





cern within the 13-nation forum to es- 
tablish and maintain a united stance and 
tactics between Melanesian Kanaks in 
New Caledonia ‘and the Polynesian 
countries, to whom the issue has been 


| less pressing and some of whom do not 
| want to risk access to French aid with 


too militant a stand. Australia and New 
Zealand, the two ¢éx-colonial mem- 


| bers, are also wary of the forum being 


seen as pursuing an anti-French cru- 


sade. 


The forum abandoned its previous 
wait-and-see approach’ at its annual 
meeting in August 1986 after a marked 
shift in French policy (REVIEW, 21 Aug. 


| 7°86). In place of the former Socialist 
government's plans: for a choice be- 


tween New Caledonia being an integral 
part of France and independeénce in as- 
the rightwing 
government of Prime Minister Jacques 


| Chirac has proposed:a stark choice be- 
| tween integration, with more local au- 


tonomy and with continued economic, 
defence and ‘cultural ‘support, and full 





-—! draft legislation for the re- 
ferendum, Mara in mid-February sur 
moned a meeting of forum countries 
at foreign-minister level im Atk 
land —- the easiest meeting place. 
for all to reach quickly, Mar 
said. 

The choice of venue caused som 
concern in Wellington, which has its 
own delicate problems with France in 
the wake of its strident anti-nuclear po 
licy; the Rainbow Warrior bombit : 
the sübsequënt incarceration and 
negotiated release to French custody o 
two French agents involved init 
imminent negotiations this year for con. 
tinued access to the EEC for New 7 
land butter. In the event, howe 
Prime Minister David Lange, as for. 
eign minister, attended the forum: meet 
ing. 

The meeting judged thatthe Chirac 


Loaded referendum: page 30 
New Zealand visitors: page 30 










genuine choice” of self-determination; 
a long-term residential requirement for 
“voting — the Chirac proposal of three 
yéars-was regarded as inadequate, but 
he forum did not define “long term” 
— and special recognition of ‘Kanak 
ights. 

The forum statement said all options 
should be left open, including the status 
_ quo, integration, internal self-govern- 
ment, associated independence and un- 
qualified independence, and political 
ducation so that all options were 
mderstood and so that no options were 
seen to carry punitive conséquences.” 
n particular, the forum will urge France 
delay the referendum. 



























d 
T: meeting decided. to attempt to 
reopen dialogue with France to 


ress the issue at the UN. Mara said that 
here was no answer ora negative ans- 
_ wer to the approach, the forum would 


eeting in Apia, Western Samoa, on 29 
May. 

So concerned was the forum not to 
ardise the possibility of genuine 
gue with France, that Mara de- 
ayed his announcement until the forum 


assador in Fiji — home of the forum 
‘cretariat — and through representa- 
ives’ in Europe. Underlining this at- 
itude, Lange told reporters that it wasa 
widely held Pacific view that there 
ught to be talking rather than shout- 









‘or all this conciliatoriness, there 
was an underlying pessimism, evident 
n the tone of Mara’s comments to the 
media, that France will not respond 
likewise. The statements and actions 
of Minister for Overseas Departments 
cand Territories Bernard Pons, and the 
local security forces and administra- 
tion, have fuelled suspicions, particu- 
‘larly in the Kanak Socialist Nation- 
val’ Liberation, Front (FLNKS), that 
the Chirac government is aiming to 
heighten tensions rather than dampen 






















m. 
They believe France is trying to goad 
the FLNKS. into radical action and. vio- 
tence and, thus discredit ‘it., The pro-in- 
ndence Kanak coalition won a 
jority in three of four regional as- 
_semblies in 1985, partly because of care- 
ful drawing of boundaries by the former 
ocialist government. Kanaks number 
bout 63,000 or 47% of the total popula- 
ion. : 
-There is also some doubt that the 
forum unity will hold rigidly. French ef- 
forts to woo some Polynesian states with 
id, notably the Cook.-Islands,. have 
borne some fruit. Ee n 

























_ press these points and simultaneously to”! 


‘consider its position at its annual. 





d conveyed its decision to the French. 











By Michael Field in Paris 

Ta French Government's. concept 
of self-determination ‘for New 

Caledonia — a loaded referendum in- 

evitably leading to continued French 

rule — has now been enshrined in a bill 


to go before parliament at the opening | 


of the spring session in April. The gov- 
ernment’s hope is that despite serious 
misgivings by some prominent members 
of the ruling majority, it will quickly be 
endorsed by the national assembly and 
senate so that the poll can be held in 
August this year at the latest. 

The 4 March appeal from the South 
Pacific Forum in Auckland, for a post- 
ponement and consultation, will almost 
certainly be ignored as unwarranted in- 
terference in French domestic affairs. 
But Socialist President Francois Mitter- 
rand, who in May.1986 had expressed 
reservations about the handling of New 
Caledonia by Prime Minister Jacques 
Chirac’s government, on 18 February 
announced his open “disagreement.” 

Straining coexistence, with the. con- 
servative coalition to its.verbal limits, 
Mitterrand said it would be:“a: grave 


historical error to reduce the debate 


to a mere electoral confrontation.” It 


| was not so much holding a referendum 


which counted, but the policy be- 



















































hind it, he said (REVIEW, 5 Mar. 
The government's. unwillingness tu 
finance the  native-controlled regions 
created by the Socialists, the approach 
to land: reform and native culture and 
the rupture of dialogue. between. the 
government. and the pro-independence 
Kanak Socialist: National Liberation 
Front: (FLNKS) which, Mitterrand 
carefully called “an important sector of 
the Melanesian community” — could 
only add to:present. tensions and delay 
necessary reconciliation. l 
: Mittérrand is said to:be considering 
submitting the New Caledonia policy to 





New Zealand’s about-face 
on Pacific overstayers 


By David Barber in Wellington 

T: lifting of restrictions on visitors to 
New Zealand from Tonga, Fiji and 

Western Samoa late last year — aimed 


at dispelling lingering overtones of 
racism in New and’s immigration po- 


licy — has proved short-lived. The 
scheme was axed on 18 February after 
11,500 islanders had arrived on a rash of 
charter flights in 11 weeks, many appa- 
rently under the impression fostered- b 
travel agents that they could settle in the 
country permanently. 

New Zealand has had a problem 
in handling the sensitive issue of dealing 
with the people of the poor island states 
of the South Pacific keen to take advan 

e of the jobs, opportunities and city 
lights they lack at home. 

It wants to be seen as a good Pacific. 
neighbour, welcoming the islanders, 
but it does not want to be swamped by 
numbers that could strain race rela- 
tions. It is also conscious that if it opens 
the doors wide, the island nations: risk 
losing all their skilled people to the 
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further detriment 
economies. oen o i 
Nationals of the Coo 
and the Tokelaus 
entry as New Zealand a 
populations in this country already out- © 
number those left behind. They have 
been. joined: over: the years: by immi- 


grants from Tonga, Western Samoa and 
Fiji to the extent that Auckland has the 
biggest: Polynesian population of any | 
centre inthe South Pacific. 

Although the flow has been control- 
led by quotas, special work and student — 
permits and sponsorship requirements, 
many coming in on tourist visas have 
found it easy to go to ground with ex- 
tended families:in New Zealand and 
stay on as illegal permanent residents. 

A. governme rackdown on the 
overstayer “epidemic” -in the mid- 
1970s, w. tured dawn raids by 
police to rout out illegal immigrants and 
unquestionably focused on  Polyne- 
sians, earned Zealand a racist tàg. 























































































eg away from 
le FLNKS and 





in which they accuse 
ter of conducting a 
geful and partisan” 





pour la République: 
nsists public order has 
ed, comparing the 34 official 
he territory from 1981-86 with 

In-the past 12 months the 
‘has been cut by about 













Toubon said he could not under- 
| stand the arguments of some that 
dialogue should be unilaterally with the 



















for about one-third of the estimated 
10,000 overstayers in New Zealand, 
they re nted 86% of those prose- 
cuted. i 
Americans, British and other Euro- 
peans — accounted for only 14%. 


A fter a review of immigration proce- 
dures, the government last year 


the 700,000 tourists and businessmen 
who visit New Zealand annually. On ar- 
rival, they- are automatically giren a 
three-month o A tienes and 
peo cl remained in place 
for people from Eastern Europe, the Mid- 
dle East, Africa, South America — and 
from Tonga, Western Samoa and Fiji. 
© This smacked of official racial dis- 
crimination to the islanders, and the 
vernment moved to dispel this on 1 
ecember 1986, when it lifted the visa 
requirement for the three countries. 
But the flood of arrivals that fol- 
lowed. resulted in the Labour govern- 
| ment’s 18 February about-face. While 
: | none of the 11,500 new arrivals had ount- 
| stayed their permitted three months. at 
the time the scheme ended, it was clear 
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e other two-thirds —— mostly | 


waived visa requirements for most of | 








not change our policy.” 

New Caledonia, dough hardly at the 
centre of French people’s concerns, is 
increasingly dividing the rightwing poli- 
tical majority. The Socialists. were any- 
way angered by the overturning of their 
own attempt to grant autonomy to the 
Kanaks in association with France. But 
Raymond Barre, the leading rightwing 
hopeful for next year’s presidential elec- 
tion, has also expressed -fear that 
Pons’ approach will put paid to any ac- 
ceptable French solution. 

Nor are the Barrists the only ones to 
distance themselves from ‘the ‘policy. 
Bernard Stasi, a centrist deputy, who 
held Pons’ position under the late presi- 
dent Georges Pompidou, has -récom- 
mended postponement of the referen- 
dum, saying it would mean nothing 
without strong Kanak participation and 
would return the situation to square 
one, opening. up the. possibility of 
further violence. ' 

However, in the background is the 
question of the nuclear-testing range at 
Moruroa. Foreign Minister: Jean-Ber- 
nard Raimond has recently reaffirmed 
France’s determination to goon testing. 
And even the most “progressive” 
French attitude, anxious to avoid the 
stigma of neo-colonialism, cannot af- 
ford to jeopardise the future of the 
French nuclear deterrent. [a] 


many planned to do so. A number had 
not turned up for scheduled return 
flights and others had return tickets for 
charter flights which did not exist. 

Five thousand people — 5% of 
Tonga 100,000 population — left on 50 
special flights and the country reported- 
ly ran out of rt forms. The rush 
left the kingdom with a shortage of 
nurses and teachers. There were 4,500 
visitors from Western Samoa (popula- 
tion about 163,000) — which has an an- 
nual quota of. 1,100 migrants to New 
Zealand — and 2,000 from Fiji (popula- 
tion about 800,000. 

Immigration officials said 150 stu- 
dents had illegally enrolled in Auckland 
schools by early February, and hospitals 
reported many newly arrived islanders 
seeking specialist medical treatment, 
which is barred under the no-visa ar- 
rangement. Employers said they were 
being pressured by Polynesian workers 
to give jobs to newcomers. 

Prime Minister David Lange said no 
one could have predicted the rush whip- 
ped up by unscrupulous travel agents. 

Air New Zealand is offering half- 
price fares home to 1,000 islanders 
stranded because of non-existent return 
charter flights. The government has 
promised that this time there will be no 
dawn raids to round them up. 









































The Nepali Congress decides 
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to contest local polls 







By Kedar Man Singh in Kathmandu 
| fter nearly six months of delibera- 
A tions, the Nepali Congress has fi- 
nally decided to take parti fo 
coming local elections. f 
litical parties are officially. 
Nepali Congress remains t 
ganised political force and its return t 
electoral politics has caused concern 
among. the ruling elite in the national 
panchayat or parliament. 
The polling during 21-24 March is ex: 
cted to be the most keenly contested | 
in the 25-year-old partyless system. AL 
stake.are the district, town and 
level panchayats with an esti 
million people casting their vote. 
The Nepali Congress, in the 
had boycotted partyless: ele 
cause it could not use the party sym 
and distribute its election manifeste 
Moreover, the victorious candida 
had to swear allegiance.to the pa 
less system. This time around the part 
has decided to abide by these require 
ments. 
Defending the decision, Nepali © 
gress president K. P. Bhattarai said | 
would test how far the ruling panchay 
elite would accept his party. The part: 
general secretary Girija Prasad. ko 
called it a “just-and-timely decisi 
while G. M. Singh, another 
wart viewed it as part of a $ YE 
“besiege” the panchayat system an 
render it ineffective in a bid to resto’ 
parliamentary politics. 
While the decision means an end {0 
the earlier line of confrontation against 



























































: to cap 
a step- 
national 























































ly prolong the panchayat system. 
hile some human-rights activists at- 
_ tach no significance to the local polls 
claiming these would in no way. benefit 
_the people, many politicians including 
some MPs who favour the liberalisation 
_ of the panchayat system, welcomed the 
_ Nepali Congress’ decision. 
hattarai told the REVIEW that his 
me party would contest in about 70 of 
he 75 district bodies and in all the 33 
own: panchayats. He is: confident of 
capturing 70-80% of the town pan- 
hayat seats, including the posts of town 
ors and deputy mayors.” 
Although’ the party has so far not 
iade any electoral alliances with other 
ned parties, Singh did not rule out 
h adjustments in order to curtail 
he influence of politicians who fa- 
our the panchayat system of govern- 
ent. 
“However, the change of course by 
e Nepali Congress has more todo wit 
ternal party problems than a desire to 
wit its adversaries. In recent years 
veral important activists have de-' 
serted the party fold to join the pan- 
chayat mainstream. Those still in the 
party are known to be disillusioned by 
the absence of clear political direction 
by the party leaders. Entering the local 
polls could be a way for the leadershi 
to keep control over the. restive ran 
nd file. 
Some observers maintain that West- 
ern powers, the US in particular, have 
been concerned with the growing influ- 
ence of communist sympathisers in the 
anchayat system and have advised the 
ali Congress to cooperate with the 


tional politics. 
Nepali Congress does well at 
cal polls it could have a significant 
fluence over the next general election 
ue by 1991. Anticipating such an even- 
ty, pro-royalist forces have been 















ling upon their followers to forge 
unity against the Nepali Congress. With 
partyless individual politics giving way 
O group politics at the local polls, it is 
possible that these groups could in fu- 
ure function as parties or coalitions, 






















A ‘corporate’ 


A: Hongkong moves towards 1997, 
when China will resume sovereign- 
ty over the British-administered. terri- 
tory, change is bound to become pro- 
found and rapid, with accompanying 
confusion and uncertainty. 

The basic question being posed now 
is: what model should be adopted for 
the transition period and beyond? And 
the answer, at least from business lead- 
ers Such as Helmut Sohmen, son-in-law 
of local shipping magnate Sir Y. K. Pao, 
is that Hongkong should as far as possi- 
ble aim towards adopting a system akin 
to that of a business corporation. 

This proposal cannot be dismissed 
out of hand. In certain respects, the ter- 
ritory can be viewed legitimately as an 
economic entity concerned. primarily 
with the production of goods and ser- 
vices. Nonetheless, if carried too far, it 
leads to attitudes which may well harm 
Hongkong. 

For example, if the territory is to 
be run as a corporation, 
its primary economic ob- 
jective should be the 
maximisation of profit. 
Although the modern 
corporation pursues 
other objectives, they 
are generally subordi- 
nate to profit maximisa- 


tion. 
Hongkong cannot 
seek profit as such, 


but it may aspire to 
obtain maximum output, $ 

in the form of goods 
and services, from its re- 
sources. Economists re- 
fer to this objective as 
“static efficiency” 
roughly equivalent’ in 
societal terms to private 
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simply will not wo 
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It is also: questionable whether the 
Hongkong corporation should be con- 
cerned ‘exclusively with economic ob- 
jectives. US. constitutional lawyer 
Lawrence . Tribe has chastised 
economists for their preoccupation with 
end results — such as static or dynamic 
efficiency — of social activities. He 
stresses the importance of the “due pro- 
cess of law” which, in his opinion, is not 
subservient to economic efficiency, 
whether static or dynamic. 

This is highly relevant. For example, 
the Hongkong public reacted strongly 
to the farcical trial in China of Kwok 
Siu-wah and to the detention of his so 
Kwok was a Hongkong salesman i. 
leged to have defrauded three com- 
panies in Shenzhen, a developing 
Chinese industrial city on the Hong- 
kong-China’ border, of HK$100,000 
(US$13,000). 

This case exacerbated anti-com- 
munist feelings in the territory more 
than. any‘ other recent 
event and undercut the 
painstaking united-front 
i effort to build up support 
here. This helps to dem- 
onstrate that local con- 
cern is not confined to 
the economic sphere, but 
also encompasses values 
such as “due process of 
law.” 

Nor is it just a concern 
for the law. Hongkong 
“has pursued and must 
continue to aim at many 
other objectives,» not 
strictly pertaining to eco- 
ių nomic efficiency... These 
include objectives which 
‘reflect social necessi- 
ties, such as the pro- 



















profit, 


The danger inherent in this is that a 
preoccupation with static éfficiency, or 
with efficiency here and now, may ad- 
versely affect long-term, or dynamic, ef- 
ficiency. The latter refers to the speed 
with which society’s productive capacity 
grows over time and concerns sustaining 
economic development over a longer 
period than with immediate economic 
performance. 

The two objectives need not neces- 
sarily conflict, as the Japanese example 
so vividly demonstrates. However, 
given the political uncertainty prevail- 
ing in Hongkong, the incentive . to 
maximise short-term profit is already 
overwhelming, and excessive emphasis 
on static efficiency could prove: that 
much.more harmful. 








vision of public hous- 
ing, and such. environmental needs. as 
combatting pollution. The response to 
such concerns extends beyond any 
view of Hongkong as a corporate en- 
tity. ; E oe 

It is true that modern business or- 
ganisations try to cater for social and en- 
vironmental needs under the banner of 
corporate social responsibility: How- 
ever, they do so on a very limited scale 
and as a secondary. consideration. 
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than ch. can be expected 
from a private. business system. 
- Further, it is suggested that if Hong- 





“kongis to be run along business lines, it 


should set up a similar management 
structure headed by the equivalent of a 
board of directors — a kind of “corpo- 
rate oligarchy.” n 

In itself, the- suggestion is unexcep- 
tional. Mass political participation in its 
literal sense is. an uncommon phenome- 
non and most societies — pluralist 
democracies as well as authoritarian re- 
gimes — are steered by small political 
and bureaucratic elites, What: renders 
the suggestion unique in this context is 
‘the intimation that access to the local 








corporate oligarchy ought to be deter- 
mined on the basis of contributions to 


+ |. the creation of society’s wealth and that 






we 








“litical process of less wealthy individu- 
als, but in their prudent integration into | 





po Ao 
| sponded 4 
“nomic environment, nurtured bya suc- 


personal wealth may serve as an indi- 


cator of such contributions. 


x, Butin Hongkong’s volatile business 








ivironment, personal wealth is an elu- 
„Ve factor. It is often amassed and dissi- 
‘pated almost overnight. 

Further, despite an uneven distribu- 
tion of income. and wealth, the. local 
economy remains a highly decentralised 
entity which derives much of its vitality 


from a multitude of small businesses. |] 
These make a significant contribution to |$ 
| the creation of the wealth of society | 


without necessarily accumulating sub- 
stantial personal assets. 


And proper weight must be accorded: 
to the territory’s growing army of pro»: | 
fessionals and its highly disciplined | 


workforce. The contribution to the cre- 


ation of society’s wealth by those other || 


than entrepreneurs cannot be ignored. 


TT challenge ahead of Hongkong | 


lies not in the exclusion from the po- 


the institutional decision-making frame- 
work of a society in which they clearly 

lay a crucial economic role. This chal- 
lenge is particularly acute because de- 
mand for political participation is corre- 
lated with increased economic and edu 
cational progress. 

‘Even if one could legitimately as- 
sume that “it was the rich who exclu- 

-sively created and sustained societal 
wealth,” as Hongkong’s Lord Kadoorie 
put it, it would still be doubtful whether 
the rich alone should be entrusted with 
the reins of government. . 

Leading local entrepreneurs are 
perhaps second to none in recognising 
market opportunities and capitalising 
on them. Successful market manage- 


ment, however, should not be confused | 
with the ability to govern. There is a | 


world of difference between running a 
successful. family-owned business, as 


| _many do, and controlling a complex po- 





litical system. 
< _Hongkong’s business elite has re- 
vigorously to a favourable eco- 








ats, suc T tonne Hongkong finan- 

cial secretary Sir John Bremridge, but it 
is questionable whether this group 
could operate the delicate mechanism 
onitsown, 

The problem extends beyond per- 
sonal factors into the realm of the pro- 

sed system itself. The over-proximity 
between government and rich individu- 
als often leads to tragedy, as with 
former Philippine A Ferdinand 
Marcos, whose incestuous relationship 
with wealthy cronies led to economic 
stagnation and social unrest... © 

What makes this. example so in- 
teresting is that the harm rebounded on 
the business sector as well. Itis naive to 
assume that business ‘interests enjoy 
cut-throat competition. When brought 
to. the centre of political power, they 
often manoeuvre themselves into ad- 
vantageous, monopolistic situations. 

Even now, Hongkong is not free of 
monopolies and cartels. Looking into 
the future, the danger inherent in a sys- 
tem, which may be conducive to 














monopolistic practices is that it 
dovetails with the existing norms in 
China. The ruling oligarchy there en- 
joys enormous privileges and, despite 

opes for the emergence of “socialist 
legality,” is not subject to any effective 
constraints. The conjunction of two 
such .systems in this particular way 
would'do little to promote future econo- 
mic prosperity in onsen : 

`The suggestion that the territory 
should not be administered asa purely 
corporate system does not imply that 
the importation of full-scale adversarial 
politics need be encouraged. Hongkong 
is unlikely to evolve into an autonomous 
and mature polity, and it is difficult to 
escape the conclusion that the design of 
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| mismanagement of the economy. 
| and accountable government 








its. political institutions must be pre- | tional framework. 






rangement. 
Further, one should not dismiss al 
together the anxieties expressed by top 
local businessmen about the possib 
that, because of shifting internal politi 
cal forces, the redistribution of wealth 
may take precedence over its creation 
As American political economist Mi 
cur Olson has observed, economic de 
cline and the ascendancy of grow: 
cerned with redistributional objec 
are linked phenomena. 




































his is.a case, therefore, for the incor 
poration of business interests 
the formal decision-making appara’ 
in the territory. However, this sh 
not take the form of person 
ment. via a questionable: 


tation of a variety of business. 

fessional interests. Such a system, 
compared to personal 
has the advantage of minimi 


_ Asystem which combines fi 
interests with grassroots repr 
via geographical constituencies — a 








€ Open government does not 
necessarily culminate 





kong’s “prosi 
London and 


Kadoorie has said. 

Despite arguments to the contrar 
such a configuration need not lead 
economic stagnation. Open. govern 
ment does not necessarily culni 


act in a responsive manner and in 
process grapple with thorny econom 
issues. 

It cannot be denied that some a 
thoritarian governments have aachie 
economic success. But these may be the 
exception rather than the rule, and tl 
circumstances underpinning their su 
cess are in certain respects unique. 
pressures to broaden participation are 
intensifying even in these cases. 

Thus, a limited oligarchie involv 
ment by a few wealthy individ 
would not provide the stabilising inf 
ence which Hongkong needs as Na 
proaches 1997 and may not even ass 
in the guest for continuing prosper 
The solution lies in broader-based | 
ticipation in which these individuals 
joined by other actors within an instit 















By John McBeth in Seoul 


tis no secret that South Korean news- 
papers receive regular government 
advice on how they should treat a parti- 
ular story and even what page it should 
go on. But when an organisation of ban- 
ned journalists devoted almost their en- 
tire 63-page underground magazine to a 
chronological listing of alleged official 
directives over a 10-month period, it set 
ff a full-scale investigation. 
"< Im mid-December läst year, police 
artested two dissident newsmen said to 
have been involved in the publication, 
md also the working journalist who is 
alleged to have supplied them with their 
information. Official sources say the 
three will shortly face trial on charges 
under the tough National Security Law 
























































ave been ‘used with increasing fre- 
y against political activists. 

ler Korean Reporters Associa- 
tion president Kim Tae Hong, 44, one- 
time Chosun Ilbo foreign deskman Shin 


editor Kim Joo Eun, 32, could receive 
sentences of up to seven years’ imprison- 
ment if they are convicted. Shin and 
Kim Tae Hong both belong to the 
Council for Democratic Press Move- 
ment (CDPM), which began publishing 
e bi-monthly Mahi (Words) maine 
two years ago in an effort to challenge 
government press controls. 
+. Although past copies of the 
magazine -have „been seized and the 
litors sentenced to short periods in jail 
r spreading groundless rumours, it 
the eighth, issue published on 6 Sep- 
mber 1986. which persuaded au- 
thorities to.take sterner action. Titled 


down detailed daily guidelines — or 
hat officials prefer to call “requests for 
cooperation” — reportedly given to 
cal newspapers between October 1985 
d August 1986. 

Police seized thousands of copies be- 
fore they could be circulated, but many 
ore found their way through the 
iderground network to interested 
ders, or have since been passed from 
ind to hand for photocopying. 
Sources familiar with the case say the 


have so 


rean newspapers. have 
leading 


mentioned, the case, 


Guidelines’ for the press 


Arrests follow publication of government news directives 


the same draconian measures that 


r 





Hong Bom, 45, and Hankuk Ilbo copy 


onspiracy of Power and Press,” it lays | 





critics to claim that it too has fallen 
under official wraps. But the arrests 
have led to protests from the Commit- 
tee to Protect Journalists, formed sev- 
eral years ago in New York, the Wash- 
ington-based Newspaper Guild, which 
represents 40,000 news-industry em- 
ployees in the US and Canada, and ina 
22 January letter signed by 47 members 
of the US Congress. 

Government officials insist that the 
words “guidelines” or “directives” are 
inappropriate, and say newspapers are 
merely advised when certain stories are 
deemed to be damaging to national 
security or to the conduct of foreign re- 
lations. But the final decision, they 
claim, is up to the editors. If the direc- . 
tives listed by Mahl are in fact credible, 
comparisons with what actually ap- 


mms 




















g newspapers: investigation. — 


peared in newspapers showed that 
editors complied about 75% of the time. 
On most other occasions they com- 
pletely ignored the instructions. 


shed 





poron Vice-Minister Choi 
Cheng Yoon, however, claimed much 
of Mahl’s list comprised “groundless 
rumours, without any basis of truth.” 
Another official described it as “unau- 
thentic and notscomplete.” Although 
details of the indictment have yet to be 
made public, authorities maintain that 
the three detainees were not hit with the 
National Security Law for the act of ac» 
tually publishing the alleged directives, 
but for specific passages which are said 
to have touched on state secrets. 

` If Mahl’s list is anything to go by, one 





particularly touchy area for the South 








A good number of the published di- 
rectives, however; had nothing to do 
with national security or foreign rela- 
tions, but a lot to do with human-rights 
violations, student demonstrations and 
internal politics, prena the com- 
ings and goings of the government's po- 
litical nemesis, Kim Dae Jung. 

»» Formed in’ December 1984, the 
CDPM comprises about 80 journalists 
who were dismissed from their jobs dur- 
ing two crackdowns over the past dec- 
ade. Shin was among 142 journaliste 
from Chosun dlbo and Dong-A Ilbo 

the two oldest daily newspapers in tne 
country —- who launched a free-press 
movement against the Park Chung Hee 
regime in the mid-1970s. Fearful of gov- 
ernment retaliation, publishers sub- 
sequently sacked all of the dissidents, 
claiming that their demands for a trade 
union threatened managerial and edito- 
rial control. i peice pe 

Not long after President Chun Doo 
Hwan assumed power in:1980, another. 
680 editors and journaliets lost their 
jobs under a so-called Press Amalgama- 
tion Plan which saw. 64 newspapers, 
newsagencies and radio and TV stations 
merged into 23 organisations. Indi- 
vidual ownership of the electronic 
media was forbidden, metropolitan 
newspapers were not permitted to base 
correspondents in provincial cities 
(leaving. the government-run. Yonhap 
newsagency:as the sole source of pro- 
vincial news) and.only oné newspaper 


1 was allowed foreach rural centre. 


Although the government provided 
ostensibly rational reasons. for, the 
move, including improved «profits, ‘an 
end to bribe-taking, and better salaries 
and benefits for journalists whose ser- 
vices were retained, dissident sources 
claim that many of those -to lose their. 
jobs — among them Kim Tae Hong -——. 
were on lists allegedly given to pub- 
lishers by security agencies. doe 

Only. about 30° banned. journalists 
have been reinstated over the past seven 
years. Many of the remainder have 
found employment with small publish- 
ing houses, or work as freelancers or 
translators: Officials maintain there are 
no. legal limitations to: newspapers tak- 
ing more of the newsmen back, but they 
say most already have afull staff. Such a 


-move might also invite unwanted offi- 


cial attention: As one former editor put 
it: “They could take us, but I don’t think 
they want to take the risk. Most of them 
are conformist. We are regarded as dis- 
sidents.” 











BIRE 


HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 
We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 
We made this watch for 
you -to be part of your 
e — simply because this 
is the way weve always 
made watches. 
And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 
A Patek Philippe - 
because it's for a lifetime. 





PATEK PHILIPPE 
GENEVE 


Patek Philippe S.A 
41, rue du Rhone - 1211 Geneva 3 — Switzerland 





Polytechniques S.A. URANIUM EXPLORATION BY IIELICOPTER 


; 


"JCLEAR INDUSTRY 


Not all countries have the same problems. 
Big or small we solve them all. 


Energy policy of every country must take into consideration geographical, 
industrial, economic and social criteria. Countries without any energy 
resources have to base their energy independence on electronuclear program. 
Other countries with coal and oil resources will consider nuclear energy only 
as an additional security. In both cases, countries will have to deal with basic 
matters: construction of nuclear plants, uranium supply, implementation of 
all the nuclear fuel cycle activities. They will find a great benefit in dealing 
with specialists for education and training programs in various fields: uran- 
ium mines, production units or fuel storage. Together, let’s split the bigger 
problems in smaller ones. First of all, if there is some uranium in the country, 
should it be mined? If you choose to rely on your own resources, you may have 
to set up agreements for exploration services, mine engineering and ore 
processing. Otherwise, examination of international uranium market mecha- 
nisms will bring other questions: how to secure long term supplies? What kind 
of contract should be negotiated? For the enrichment step, how to selecta reli- 
able supplier and manage a procurement based on stable commercial criteria? 
Then, for the manufacturing operations of the fuel cycle, let’s study the 
local possibilities. Finally, last but not the least, what are the options for 
the spent fuel? And what about the answers? Big or small, Cogema has 
solved successfully all these problems for itself and some partners. With 
you, Cogema is ready to share its experience and find out the answers. 


Q 
COGEMA 


The nuclear fuel company 
2 rue Paul Dautier, BP n° 4, 78141 Vélizy-Villacoublay. Cedex France. 








lf your country fires high-grade 
fuels in its power stations, let’s get 
together to find a more 


cost-efficient method of generating 
electricity. 


Energy technology Hong Kong Singapore Australia 

Environmental engineering Deutsche Babcock Group Deutsche Babcock Group Deutsche Babcock Australia Pty. Ltd 
er E 10-01 Shaw House PO. Box 87, NSW 2065 Sydney 

Process engineering Tel. 81048 48 Tel. 7345039 Tel. (2) 4392377 


Mechanical engineering Tlx. 60764 Tx. rs 26870 Tlx. 20756 








In the case of a Philippine power 
plant, for instance, we built a steam 
generator to run on fuel which had 
previously remained unutilized. 


The only cheap source of energy ever, both pr 
available on the island of Cebuin solved: The polluta 
the Philippines is lignite-butthis simply don't get int 





contains a large percentage of so they can't foul 
inerts. If conventional boiler and can't be emitted int 
firing technology were to be sphere. Instead 
applied, a portion of these incom or absorbed by the 
bustible substances would evap- Just one example 
orate and cause excessive engineering ca} 
plant fouling; continuous operation Babcock is wort! 
would therefore be out of the why don't you as! 
question. And there would also be detailed informatio! 
Vereinigte Kesselwerke steam generators the problem of polution to think Deutsche Bal | 
with fluidized bed combustor and fabric filter about. Postfach 1003 47 


of Deutsche Babcock Anlagen AG N 
ý With the fluidized bed combustion D-4200 Oberhause 


system we have developed, how- Fed. Rep. of Ger! 


BABC@Hc 


DEUTSCHE BABCOCK AKTIENGESELLSCHAF1 


rev at mworkine-nin . 


Takugin specialists draw on 
long experience to pioneer 3 
financing solutions in an a 
accelerating economy. peices 





Financial adviser to Shenzhen á l ; 
The Hokkaido Takushoku Bank, Ltd. $ 
— popularly known as TAKUGIN — a ` 
has a unique role in The People’s 
Republic of China. As financial 
adviser to the Shenzhen Special 
Economic Zone Development 
Company, Takugin enjoys close 
communication with Chinese au- 
thorities in areas such as trade 
and project finance and foreign 
investment in China. 


Wide-ranging support for your business 
Companies entering China can 
look to Takugin for special help in 
finding local business partners; 
for market information about 
Shenzhen; and for flexible financing 
arrangements through the Shenzhen 
Industrial Development Credit Fund 
which Takugin established with 
Bank of China. With offices also in 
Beijing and Guangzhou, Takugin is 
well-positioned to provide excep- 
tionally wide-ranging support for 
overseas and local firms. 


Pioneers in development 

Takugin owes its advantage in China 
to its pioneering record in develop- 
ment in Hokkaido, Japan’s booming 
northernmost island. Today, Takugin 
is building another success story in 
China. If your activities take you to 
China, come first to Takugin. We'll 
pioneer a successful course for your 
business, too. 
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From left: S.C. Tam of Takugin Hong Kong and M. Yamashiro and YN. Ho of Takugin Shenzhen confer in 
front of Takugin’s office in the International Trade Centre Building in Shenzhen, China. 


The Hokkaido Takushoku Bank. Ltd. 
Just call us TAKUGIN 








Head Office: 7, Nishi 3-chome, Odori, Chuo-ku Sapporo 060, Japan Phone: 011(271)2111 Telex: 932533 Cable Address: TAKUGIN 
International Banking Division: 3-13. Nihombashi 1-chome, Chuo-ku, Tokyo Phone: 03(272)6611 Telex: J22804 SWIFT HTAKJPJT Cable Address: TAKUGIN 


The spectrum of ‘possibilities is as wide 
as Our imagination. | 


Some think the idea of an Abominable Snowman is 
as widely impossible as his rather ungainly footprints. 
Others think it no more incredible than the advanced 
technologies, information systems and products that 
are already a part of our daily lives. 

These are the highly trained engineers who have 
propelled Epson to the forefront of technological 
innovation. Giving our engineers unlimited room to 
play results in products like the HX-20. The world’s 
first desk-top performance computer small enough to 
fit into a briefcase. 

Epson's short history is one of startling firsts. We 
were the first to develop a printer compact and quick 
enough to work in a calculator. We then expanded 
this expertise into a range of ultra high-reliability, 
high-performance printers for PCs. Today Epson are 





rae Telex 65542 TAIWAN: EPSON E 
SARANA HITECH SYSTEMS Tet 711043 Telex 44 44109 MALAYSIA: EOUATAON (MALAYSIA) 
COMPUTER LINK DATA SYSTEMS LTD Tel. 28641 Teles. 21321 THAILAND: SAHAVIRIVA 





EPSON 











the world’s leading printer manufacturer. 

Expanding again, we branched out with a selection 
of some of the “friendliest” PCs that offer compatibility 
with IBM® PCs. With a cost/performance 
advantage equally friendly. Just 
another Epson innovation. 

One more unprecedented leap led — 
us to advance our original success 


with liquid crystal displays into the _ 
first hand-held flat-screen colour LCD television. Ta. 
So, as we continue to create superior products - j 


that make your daily life easier, we may yet cross 
paths with the Abominable Snowman. Out here, 
on the edge of the imagination. 












IBM is a registered trademark of International Business Machines Corporation 
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INDONESIA HONG KONG 
TAIWAN MALAYSIA PHILIPPINES INDIA 
JAPAN THAILAND SINGAPORE KOREA 


Cathay Pacific scores ten out of ten for service. 

Because only Cathay Pacific offers you the warmth and hospitality of 
not just one, but ten Asian lands. 

Superior in-flight service is just one of the ways in which we work 
towards achieving our prime objective: 

Making sure that everyone arrives in the best possible shape. 





Arrive in better shape— 
The Swire Group 34 <A 











weeks ago I attended some 


al tribal rites held by the Scots 
munity in Hongkong to commemo- 
the immortal memory of the bard, 

Robert Burns. The evening was en- 

_ livened by an erudite and witty speech 
devoted to the poet and his works given 
by Hongkong’s Assistant to the Attor- 
ney-General Bill Marshall. He dwelt 
long and lovingly on Burns’ numerous 
Jove affairs, on his bawdier poems (the 

| speaker obviously had access to an un- 

_ expurgated collected works) and on the 
poet’s record of championing human 
‘rights and the individual against the es- 
ablishment of the day. 

The. speech was made all the more 
enjoyable for me as I reflected on 
what would be the situation if Rabbie 
Burns. was alive and well and living in 
Hongkong today. There would proba- 

y not have been any public move 
ainst the poet’s somewhat loose. sex- 
1 ics, for even civil servants have 
been known to stray in this field — up to 

1 and including attorneys-general them- 
selves. However, notes of Burns’ vari- 

ous indiscretions would probably be 

-| tucked away in a police file — just in 
_ case that evidence came in useful one 


day... 

© OVER at Special Branch, however, 
a really fat file on Burns would surely 
exist, for as a champion of liberty and 


| the common man, he would undoubted- ` 
ly have been noted as a dangerous po- | 


tential subversive, probably with left- 
wing links. Burns showed a proper con- 
tempt for the law, and thus could well 
have received the occasional visit from 
| pink-cheeked, black-booted policeman 
| executing a search warrant issued by a 
| magistrate in response to worries ex- 
pressed on this score by someone in the 


-p Attorney-General’s Office (this cer- 


tainly did happen to an Australian jour- 

Aalist, Ali Cromie, and it was only be- 
sause we did some swift protesting that 
the REVIEW’s offices were not searched 
in like manner). 

© GIVEN Burns’ gift for the bawdy 





us attempts to 


with success in the popular pursuit of 
press-bashing, Thomas slipped a nasty 
little paragraph into the draft Public 
Order Ordinance. 
è SUCH a combination of deviousness 
and amateurism in drafting created a 
predictable uproar, so it has been 
agreed that the worst passage — which 
presumed the malice of the press and 
thus overturned the basic legal principle 
that the accused must be presumed in- 
nocent until proven guilty — should be 
deleted. But that makes the draft worse: 
as it stands, anything published about 
anything which could not be proven 
true (or at least proven to have been 
ublished after proper investigation 
into its truthfulness) would be punish- 
able. : 
As this edition of the REVIEW goes to 

press that is how the matter stands, un- 
less common sense prevails and the at- 
torney-general makes another humiliat- 
ing retraction. The Hongkong Govern- 
ment will be armed with legislation 
more draconian than any powers at the 
disposal of Kuala Lumpur, Singapore or 
Peking. And of course, all the extra 
powers being ii by the Hongkong 
Government are due to be handed over 
to’ those who will run the Hongkong 
Special Administrative Region after 
1997. It is enough to make the angels 
weep. 

@ THE past items in these columns 
about the little packets labelled “Quick 
Aids” containing needles, thread, plas- 
ter and aspirin given to guests by the 
management of the Holiday Inn hotels 
in Karachi and Islamabad have evi- 
dently had their effect for the packages 
are now labelled “Handy Kit,” 

However, the Taj chain of hotels in 


(the unexpurgated edition is not short of |. 


four-letter words), the poet would un- 
doubtedly have fallen foul of the various 
attempts Hongkong Attorney-General 
Michael Thomas has made to increase 
the government’s powers to control, 
censor or punish anything which it 
chooses to regard as opprobrious, 
Obscene or objectionable. So far, the at- 
tempts of the Legal Department and of 
Thomas to draft such bills have been so 
incompetent and objectionable in them- 
selves, that much of the legislation 
has withered before a cannonade of 
anger, emanating not only from the 
media and the public in general but 
from Thomas’ peers in the legal profes- 
sion in particular. Nevertheless, tooth- 
less tribunals solemnly rule on what is or 
is not obscene in truly hypocritical Con- 
-fucian style. 


— presumably a slower version. 
® NEVERTHELESS, it seems that the 
makers of a certain chocolate remain 
unabashed by. their curious choice of 
brand name (at any rate samples of the 
wrappings continue to 
ons l 





The statistics of the likely spread 
what promises to be the Great Plague: 
the 20th. ceritury are so appalling tha 
the subject will, like other ma 
scourges,. not- be a prdper one. 


humour even of the black varie 


nor, who wrote: 
Cassandra. -colum 
Mirror for many: years: 
Liberace’s fatuous Lon 
in 1956, Cassandra dismiisse 
“sugary mountain of jingling clapt 
He went on tod be Liberace as 
th 

ing, l ; ir 
nated, luminous, quivering, 
fruit-flavoured, mincing, ice-cover 
heap of mother love.” 

Liberace paused in his p 
laughing all the way to the | 
for libel, and duri 
lowed it was evide 
erred transat 
phrase “fruit- 
— to Americ 


the damages awarded were a stagger! 


| —~ for those days —- sum of £35, 





| 
i 


was a blow ftom which Connors frie 
say he never really recovered. 

Now that Liberace is. dead of Al 
seems that justice was not d 
Cassandra column was fair cor 

Unesa 


Care in use of blood, 
sex can keep off AIDS 
@ JAPAN'S plans to keep ou n 
carrying the virus were unfortun 
headlined in The New York Times of 2 
February: 


It sounded as if Tokyo 
ban infected sedan-chair 
perhaps anyone who 
Donald Regan or L 
North to the Land of t 











"By Nigel Holloway in Singapore 
commission of inquiry is expected 
ea to be set up here to look into cor- 
ruption in the National Development 
Ministry. The move’arose:as.a result of 
an. exchange in’ parliament between 
rime Minister Lee Kuan Yew and the 
sole opposition. MP, Chiam See Tong. 
The leader of the Singapore Democratic 
Party asked Lee whether he would call 
“a public inquiry to get to the bottom of 
the Teh Cheang Wan affair and to make 
recommendations to. prevent further 
corruption at high places.” 
‘œ Teh was national development 
minister until he committed suicide on 
14 December 1986 while under investi- 
pation for corruption. “The: Corrupt 
| Practices Investigation Board says that 
| Teh accepted two bribes totalling 
| $$800,000° (US$375,000) in 1981 and 
1982. Teh denied this in letters sub- 
sequently published. 

The exchange between the two 
politicians concerned the dual question 
of whether an inquiry should take place 
nd, if so, what its terms of reference 
ould be, Lee said that, after two 
nths of investigation, the govern- 
nt did not see the need for a public in- 
quiry but that it was ready to hold an 









































M ore than three weeks after the Singa- 
pore Government cut the Hong- 
kong-based Asian Wall Street Jour- 
nats local circulation to 400 copies a day 
m 3,100, Singaporean diplomats, 
fficials and others have continued to 
bute critics of the authorities’ 
action. 
The local Business Times reported 
on 6 March that Lim Choo Peng, presi- 
dent of the Stock Exchange of Singa- 
re (SES), and Ong-Ang Ai Boon, di- 
or of the Association ‘of Banks in 
ingapore, wrote to The Wall Streét 
urnal.in. New. York at the end of Feb- 
lary saying, their members. didnot 
are the concerns among the financial 
ymmunity, reported earlier..by the 
Asian Journal, about a new market call- 
the SES Dealing and’ Automated 
Quotation: Sy: The Asian Journal 
and The Wail Street Journal are sister 
newspapers published by Dow Jones 
id Co. Inc. ae 



















_ The Asian Journal report, which was 
published on 12 December. 1986, 
prompted two letters to the Hongkong- 
based newspaper from the Monetary 



























examination “into any matter of public 
interest so that there can be no question 
of any cover-up.” 

Chiam asked Lee if he had heard cor- 
rectly that there was going to be an in- 
quiry, to which the prime. minister ré- 
plied that it was up to the opposition MP 
to spell out first what it was that he 
wanted looked into. “When the area has 
been defined, if it is the legitimate sub- 
ject of a public inquiry, there will be 
one,” Lee said. 

The prime minister added that he 
took Chiam’s suspicions of wrongdoing 
more seriously than he would have done 
had they come from the former opposi- 
tion MP, J. B. Jeyaretnam, leader of the 
Workers Party. This was bécause he as- 
sumed Chiam was not out to make “a 
vague general smear.” 

A year ago during a parliamentary 
exchange between Lee and Jeyaretnam, 
the then opposition MP set out terms of 
reference for a commission of inquiry to 
examine allegations of executive inter- 
ference in the judiciary. 


The commissioner subsequently 


found no evidénce of interference. 


Jeyaretnam was later called before the 
parliamentary committee of privileges 


Rally to the cause 


Diplomats and other officials defend a government press curb 


Authority of Singapore complaining 
about what it said were inaccuracies and 
distortions in the report. The news- 
paper refused to print the letters, argu- 
ing that the report was “fair and accu- 
rate” and that the letters unjustly at- 
tacked its Singapore correspondent, au- 
thor of the article in question, for un- 
professional conduct. The refusal. to 
publish the letters in the form in which 
they were sent prompted the govern- 
meént’s circulation cut (REVIEW, 19 
Feb.). 

The letters from the stock exchange 
and the bankers’ association are the 
latest in a series of attempts to challenge 
what various foreign organisations have 
been saying about Singapore’s press 
curbs. Among those rè utted are the 
American Business Council in Singa- 


pore, journalists’ ‘representatives in 


Washington and Paris, newspapers in 
Hongkong and London, and the Voice 
of America. 

> _Singapore’s Foreign Affairs Ministry 
said-it is seeking clarification from the 
Reagan administration in Washington 
after it stated that the US regretted the 











mittee determined 
nam had abused his par- 
lamentary privileges, because it said he 
had failed to back up the suggestions. 
By that time, Jeyaretnam had lost his 
seat as a result of a separate court case. 

During the session with Chiam, Lee 
cautioned him that he would meet the 
opposition MP “every inch of the way.” 
And he later warned him that a commis- 
sioner would first ask for a definition of 
the terms of reference ina proposed in- 
quiry. “Itis your commission. You 
asked for it,” the prime minister said. 

Chiam took out.a handwritten note 
saying that a commission should investi- 

ate: : 
k The circumstances which made it 
possible for the late national develop- 
ment minister to accept the $$800,000 in 
bribes, 0 ; 
» Whether other persons were in- 
volved in giving the bribes or other pay- 
ments, ifany. l 
» The system used by the ministry in (_, 
the. acquisition and alienation of land, 
(b) the granting of tenders and (c) the 
operation of its companies. 

If the commissioner found that there 
was evidence of shortcomings in the sys- 
tem employed by the National Develop- 
ment Ministry, he should make recom- 
mendations for.its improvement and for 
the prevention of further corruption, 
Chiam said. __ 

Lee’s view was that the cases of the 
two bribes could not form the subject of 
an inquiry, because charges were being 





decision to cut the Journals circulation. 
The US deputy assistant. secretary of 
state for East Asian and Pacific affairs, 
Stapleton. Roy, previously an ambas- 
sador to Singapore, explained on a TV 
programme recorded on 23 February by 
the US Information „Agency. that he 
could not comment on the specific prob 
lem between the Journal and the Singa 
pore Government. i Re ee 

Roy said the first amendment to the 
US Constitution . guaranteeing’ press 
freedom had “been a thorn in the side of 
every American government, yet all of 
them, I think, have come to recognise 
that a free press is a fundamental 
safeguard of a free society.” 











day, later, the Journal’s editor, 
Fred Zimmerman, wrote a letter to 
the Singapore Government — which 
appeared ..in. a full-page. advertise- 
ment.in a local newspaper — seeking 
official approval to supply. the news- 
paper. free of charge to all its subscrib- 
ers. Singapore Communications Minis- _ 
ter Yeo Ning Hong rejected the idea — 
and suggested that the Journal may be 
trying to recover its former circulation 
figures. in order: to regain advertising 
revenue. ue 

The government. countered with an 
offer of its own that would have allowed 


























| th 


cause th to d, 
and accuse 


rings. 


‘The prime minister disclosed that | 


| apart from a contractor who faces 
“charges. of suborning a witness in the 
Teh affair (REVIEW, 19 Feb.), asecond, 
unnamed person facing prosecution was 
_| in the Portuguese-administered enclave 
| of Macau, which has no extradition 
treaty with Singapore. 
Lee accepted that the acquisition of 


‘fand was linked to the bribes, but he | 


persons would claim that 
they were unfairly prejudiced by. its | 


‘J fe 
- could not see the connection between | WA 


the wrongdoing on the one hand and 


tenders and operations of companies‘on | ” 
the other. Lee wanted the opposition , 
deader to be more specific in the terms of | 
reference on the- circumstances. “sur- |” 


` rounding the alleged bribe to a witness, 
but Chiam said it was enough to refer 
roadly to the tender system. . 
_ The prime minister said he would ac- 
pt these terms of reference and “I will 
ecommend to the president that. this 
brainwave of the member for Potong 
Pasir [Chiam’s constituency] be gazet- 
ted.” He added that the MP would lead 
evidence and bring others with evidence 
before the commission. 

Chiam said he was prepared to re- 
draft the terms of reference in.a way âc- 
ceptable for publication in the govern- 
‘ment gazette, but the substance of the 
reference would stay the same. He also 
asked for three commissioners to be 


ournal to distribute free 
spaper eliminated its adve 


offer was rejected. Zimmer- , 


that news and advertisements 

egral parts of the newspaper and 

i any sug estion to print a special 
„edition each day for Singapore ‘and 
then distribute it free was “unreason- 


able” in terms of additional. mechani-. 
cal costs. and daily scheduling prob- 


lems. 

-In reply, a spokesman for Yeo said 
that. the. ministry offered to share any 
additional cost.of producing a special 


edition without advertisements. He reck- 


` oned that the total incremental. cost 
would be 7 US cents a copy. 

But the Journal rejected this, in part 
because it did not “take financial assist- 
ance from governments. Ouy readers 
therefore . . . know that nothing appear- 
ing in.the paper (even a letter to the 
editor) is there as a result of any 
government’s pressure, and they know 
that- nothing is left out (even advertis- 


ing) because of any government's pres- 


sure,” wrote. Zimmerman. 
The Singapore. Government -re- 


sponded. that the Journal wanted the 


freedom to make money selling adver- 
tisements and was not interested in sup- 
| plying businessmen with information. 


— Nigel Holloway 








All you 


can afford 


The government offers new incentives to encourage larger famil 


‘he Singapore Government has given 
birth to a new population policy. In 


| 1972 the ruling People’s Action Party 


(PAP) extolled. the virtues of parents 
having only two children, but First Dep- 
uty Prime Minister Goh Chok Tong an- 
nounced on 1 March: “Have three, and 
more if you can afford it.” 

Last year, Goh said the falling birth 
rate was the most serious problem fac- 
ing Singapore (REVIEW, 18 Sept. °86) 


| and the government’s measures to pro- 


mote procreation mark the culmination 


| of several years of anxious discussion on 


how to produce more babies. 
More than 10 specific measures have 
been introduced to support the policy, 


the most important of which are largë 


tax rebates for parents who have a third 
child (page 120). Other incentives in- 
clude government subsidies for the use 
of child-care centres. In addition, prior- 
ity will be given to children from three- 
child families in registration for admis- 
sion to the early:years:of school. 

The: government will also “encour- 
age employers to adopt a more under- 
standing and- sympathetic attitude to- 
wards working women. with young 
children.” The. civil service is leading 
the way in this area by offering employ- 
ees up to four years’ unpaid leave to 
look after their children. 

Under the new policy, money from 
Singapore’s Medisave scheme can be 
used for hospital and delivery charges, 
and priority in housing allocation will 
be given to` people wishing to move 
to bigger flats.on the birth of the third 
child. 

To discourage “abortions of con- 
venience,” as the government puts it, 
pre- and post-abortion counselling will 
be. ‘made . compulsory. ` The - Health 
Ministry has produced a videotape of an 
abortion for use in these sessions. Pre- 

ili unselling to women with 





| 





less than three children will also be in 
troduced. : 

Something like this already seems tg 
be happening, if a letter published 
December in a local newspaper is any 
thing:to go by. The letter writer sai 
private doctor attending to his 3i-yea 
old wife had turned down the couple 
request to tie up the woman’s fallopia 
tubes after the birth of their secon 
child. According to: 
tor said that she was 
such a procedure 
ernment policy, a 

Goh said the reasons. for th 
population policy are simple. 
number of women are remair 
-— especially better-educated women 
and well-educated couples are having, 
fewer children. 

Goh said that in 1986, Singaporean 
women had 39,000 babies, 15 000 iewer 
than the number needed to pre 
long-term decline in. the populat 
And he pointed out.that in the 
2030, two young persons will De s 
porting one old person, compared wi 
a ratio of 9:1 today. The same thin 
happening in other affluent county 
the government maintains, but in Sing: 
pore the trends are. sharper and 
population smaller —~so the probler 
greater. 

The educational elitism under 
the government's earlier attempts to 
courage more highly qualified w 
to procreate has-been softened 
of the concept of “affordabili 
ever, educational standards 
plicit within the new policy, 
better-educated tend tocarnme 

The: government says the 
there are too few babies is a 
problem, not a racial one. But it oy 
tinues to point out that itis the Chine 
community which is under-reprod 
ing. Higa! Mole 
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By Shim Jae Hoon in Jakarta 

Sgi Foreign Minister Eduard 
Shevardnadze’s four-day visit to 
Jakarta beginning on 5 March, opened 
on an upbeat mood with astatement re- 
“calling the close relations between. the 
two countries back in the mid-1960s, 
when Moscow and Peking were practi- 
-cally the only major allies.of Indonesia 
under the late president Sukarno. ` 
But on the néed for finding a quick 
solution to the Cambodia stalemate, 
Shevardnadze appeared burdened by 
he high expectations generated by his 
swing round the region, and his state- 
ment that he had presented no new ini- 
tiatives caused widespread disappoint- 
“ment. = 
Indeed, throughout the two rounds 
‘of intensive talks with Indonesian 
Foreign Minister Mochtar Kusumaat- 
madja and one short session with Presi- 
dent Suharto, Shevardnadze seemed to 
be laying more emphasis on improving 
the climate for bilateral pursuits than 
‘seeking a meaningful breakthrough on 
Cambodia. 
«u However, the -civility and warmth 
displayed at the talks were important 
ymbols of the two sides coming to- 





Relating to the Pacific 


Soviet visit revives Indonesian ties, leaves Cambodia unresolved 





gether after a period of cool relations, 
stemming from the failed coup attempt 
blamed by Suharto on the Indonesian 
Communist Party in 1965..Jakarta’s ties 
with Moscow since then have been un- 
eventful. 

© Also, Shevardnadze was the, first 
Soviet foreign. minister ever to visit In- 
donesia and, indeed, the first significant 
Kremlin decision-maker to visit, in the 
past 27 years nie = DEEE 

During two-sessions lasting a` total 
of five-and-a-half hours, Shevardnadze 
and Mochtar covered bilateral, .global 
and regional issues: Expansion of two- 
way trade, now hovering around 
US$110 million, figured most promi- 
nently on the Indonesian agenda. 

In seeking expanded trade with Mos- 
cow the Foreign Ministry and economic 
portfolios have been somewhat more 
active than the military establishment, 
which still regards Moscow with suspi- 
cion and remains wary of security risks 
attendant to a sudden increase in the 





the preceding 
rocket launchers for satellite communi- 
cations. Nothing solid came from these 
topics. 

While Indonesian sources had 
earlier discounted the possibility of 
concrete results from the- talks: on 
bilateral issues,.the Soviet. visit <intro- 
duced an element of stability in rela- 
tions with Southeast Asia’s biggest na- 
tion. 


n the international outlook, the 

‘Soviets predictably focused on arms 
limitation and nuclear-free’ proposals 
for the South. Pacific as well as for 
Southeast Asia. In the climate created 
by Moscow’s announcement that it will 
withdraw some troops from Afghanis- 
tan, Shevardnadze hammered on the 
theme of removing foreign military 
bases from the region, an obvious refer- 
ence to the US bases in the Philippin 
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volume of trade with and people from 

Moscow. 
The Soviets also broached the possi- 

bility of increasing science.and.technol- 























REFUGEES 


‘By Murray Hiebert in Surin, Thailand 


hailand has begun taking some ini- 
tial steps to reduce the violence and 
abuse threatening the 250,000 Cambo- 
dian refugees living along the Thai- 
Cambodian border, Thai Government 
spokesmen said. 

“Late last year, the Thai military 
pressed one of the non-communist 
guerilla groups fighting the Vietnamese 
in Cambodia to move or disband several 
military units from the so-called hid- 
en border, where many Cambodian 
and Vietnamese refugees say they were 
tobbed, raped and held until their rela- 
tives abroad could send ransoms for 
their release. 
_ Refugee workers and diplomats say 
the number of violent incidents along 
the border has. dropped “in. recent 
months. However, refugees living in 
border camps said they continue to fear 
arsh discipline meted out by cadres 
he Khmer Rouge — the communist 
ion of the anti- Vietnamese tripartite 
lemocratic Kampuchean coalition — 





Caught in the middle 


Refugees on the Thai-Cambodian border get relief from violence: 





a 





robbery and rape by undisciplined Cam- 
bodian resistance forces and Thai Rang- 





ers, and’shelling from Vietnamese arti- 
lery. A recent human-rights report sup- 
ports these claims. 

Five months ago three female por- 
ters, who each headed up a unit of 15 
women responsible for carrying 
weapons and food to Khmer Rouge 
fighters deep inside Cambodia; were 
executed after being caught trying toes- 
cape from Cham Krahom, a guerilla 
base along the border east of here. This 
story was told by a woman who survived : 
the escape attempt and now lives at Site 
B, a camp whose population is loyal to 
Prince Norodom Sihanouk’s non-com- 
munist Democratic Kampuchea ceali- 
tion faction. Late last year, the woman’s 
cousin, who also worked as a porter at 
the Khmer Rouge base, was executed 
for sneaking away to marry a Khmer 
Rouge soldier, the woman said: >. 

Cambodian refugees-along the. bor- 
der have also faced rape, robbery, ex- 








tortion and murder from armed bandit « 


gangs in recent-years, according to a re- 
pr released last month by the New 

ork-based: Lawyers- Committee: for 
Human Rights: Many of the bandits, 
the report says, are désérters from orac- 
tive ‘soldiers in the ‘non-commiunist 
Khmer: People’s National’ Liberation 
Front (KPNLF), the anti-Vietnamese 











tion. Some of the worstabuses insrecent 
‘years took place in thechidden border 
around- Rithisen, Chamkar Ko ‘and 
Nong Chan by troops commanded. by 
Liv Ne and Chea Chhat, the report says. 







ther security problems are caused 









ugee camps. On the night of 22 Feb- 
ruary, two: Cambodian’ refugees: were 
shot and killed by Thai Rangers at Site 2, 
a camp controlled by the KPNLF north 












Jeg of his trip, of powerful 


coalition’s: other non-communist: fac- . 









O by: Thai Rangers guarding the ref- 















een the Soviet Union's current 
domestic reforms and its foreign policy. 
The assertion helped project the image 
of Soviet foreign policy to the region be- 
“coming more realistic. 
‘But on the Cambodia question, 
which dominates regional concerns, 
_Mochtar adopted a stern tone with 
Shevardnadze. In his banquet speech 
the day after the talks, Mochtar, as _ 
_ Asean’s interlocuteur on Cambodia, 
_utged the Soviet Union to make “con- 
-crete contributions” to finding a solu- 
“tion to the stalemate. Departing from 
the politesse, he described the with- 
drawal of Vietnamese occupation forces 
< as an “absolute” step in ending the con- 





















| tional Studies, explaining the slow 


fost Indonesiat Ww 
feeling that Shevardnadze was not really 
interested in seeking a solution at the ex- 
pense of displeasing his allies in Hanoi 
and that Moscow anyway did not have 
enough clout to pressure Hanoi for a 
solution. Even while Shevardnadze was 
in Jakarta, a Radio Hanoi statement 
reiterated the hardline policy saying un- 
less the Khmer Rouge were removed 
from the coalition, there was little possi- 
bility of negotiation. l 
‘Nonetheless, they were cautious not 
to overlook the improved atmosphere 
between the two sides. “When [In- 
donesia] raised the Cambodian ques- 
tion last time to'[former Soviet deputy 
foreign minister Mikhail] Kapitsa, he 
responded by saying ‘we don’t discuss 
any third-country question’,” said Soed- 
jati Djiwandono, the Soviet expert at 
the Centre for Strategic and Interna- 


change in the Soviet attitude. 

The visit by Shevardnadze was thus 
measured in longer-term perspectives 
rather than against an immediate bal- 
ance-sheet. Juwono Sudarsono of the 









“oo At the same time, Shevardnadze’s 
assertion at the news conference that 
| the Afghan question was fundamentally 

‘different from the Cambodia problem 


|. trary in Bangkok — ruled out any possi- 
|. bility of the so-called Afghan model be- 
ing applied to seeking the withdrawal of 






“of the Thai town of Aranyaprathet, wit- 














: ‘been talking outside a house in the mid- 


arrived. An argument broke out, and 

the Thai soldiers apparently ordered the 

| Cambodians to put their hands over 

|}: their heads-and start walking. One man 

gan running and was gunned down; 

~ € other was taken outside the camp 
“and shot, witnesses said. 

Thai Government spokesmen reject 
charges that Thai Rangers often vio- 
lently mistreat Cambodian refugees. 
These officials say that Thais are in- 
volved in very few abusive incidents and 















‘units. The spokesmen point out that 


| granting asylum to hundreds of 
thousands of refugees in the past decade 
and argue. that most of the violence 
| takes: place between the Cambodians 
themselves. 

| Some Western refugee officials in 
Bangkok agree that the refugees bring 
many. of their problems on themselves. 
“Khmer indiscipline causes most.of the 
problems with local Thais,” a refugee 
official argued, adding that many inci- 
dents occur when refugees break Thai 
laws by sneaking out of their camps to 
buy black-market goods or to gather 
. firewood. - j 
















— despite earlier suggestions to the con- | 





| nesses said. The men were said to have © 


| dle of the camp when 15 Thai Rangers | 


that offenders are dismissed from their | 


Thailand has been widely praised for ~ 


University of Indonesia was among 
analysts who saw it as a useful chance to 
assess the new Soviet initiatives towards 





the Pacific in general and Asean in 

particular. But observers said the 

Cambodia question undoubtedly con- 

stituted the biggest stumbling block to 

ome friendly access to Southeast 
sia. 


Refugee officials say many of the in- 
cidents along the border ‘erupt when 
black-market deals go awry. They say 
refugee safety would improve dramati- 
cally if Site 2 and Site 8, a camp-control- 
led by the Khmer Rouge south of 
Aranyaprathet, set up cooperative mar- 
kets like the co-op in Site B. Thailand 
recently granted permission for Site 2 to 
open a cooperative market, but camp 
officials say they still lack the funds to 















e 
; oped off in the past 
ut the report notes that 
such as. occurred at 
till causes injury to 














refugees. 
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Busies 
for Siddhi 


Thais play host to three 
important visitors 



























By Rodney Tasker in Bangkok 
Cpr: it could be called 
Thailand’s longest day. Within a 24- 
hour period on 2 March, Bangkok 
played host to foreign ministers trom 
the Soviet Union and Malaysia and U 
effective deputy foreign minister © 
India. Inevitably, the main topic was 
Cambodia, and at the end of the day the. 
Thais were happier than they had ex- 











pected to be. 
Obviously the five-hour visit by | 
Soviet Foreign Minister Eduare 


Shevardnadze overshadowed those of 
Malaysian Foreign Minister Datuk Rai 



























Yatim. Vietnat 






Yatim and Indian 
External Affairs Matwar Singh. In fact, 
Singh politely complained to his Thai 
hosts.that his visit was given less: pro- 
tocol prominence than he thought it de- 
served. 

The fact that Shevardnadze bad | 
jumped at the opportunity to spend a 
hastily arranged stopover in Bang ok 

































tionally significant. In the context oft 
continuing standoff between Asean an 
Hanoi over the Vietnamese occupati 
of Cambodia and given Vietnam s.e 
cial reliance on the Soviets 
them to continue their occupa 
between frontline Thailand 
senior Soviet. offic) a 
focus for diplomatic: 
Asean is constant! 
that the Soviet 







































































of its troops from 
atand other Asean 
officials felt that the simple fact of 
Shevardnadze’s stopover in Bangkok 
could be seen as.a signal to Hanoi to be 
|. more flexible in its position on Cam- 
|. bodia. 

_ “I think we have to keep an open 
mind now — the fact that Shevardnadze 
made this stopover was significant, but 
still not enough to show the Soviets are 
serious,” a senior Asean official com- 
mented. Serious or not, Shevardnadze 
made something of a hit with his Thai 
hosts. He tried to be pleasant and realis- 
tic, a welcome change from the tough, 






















overt 
minister Mikhail Kapitsa. — 


Du his talks with Foreign Minister 
Siddhi Savetsila, Shevardnadze for 
the first time agreed that a Vietnamese 


the crux of a possible political settle- 
ment. He even drew parallels with the 
situation in Afghanistan, over which 
talks are proceeding in Geneva.towards 
a withdrawal of Soviet troops. 
Shevardnadze’s message was that 
perhaps there could be talks on. Cam- 
bodia similar to the proximity negotia- 
tions between Pakistan and the Soviet- 
sponsored Kabul regime which Is- 
lamabad does not recognise.. In. other 
words, Asean and its individual mem- 
bers should talk to the Vietnamese- 
backed Heng Samrin regime in Phnom 
Penh. In a political settlement involving 


ier deputy foreign 


troop withdrawal from Cambodia. was 


ot necessa ive to be 
main leader, he said. He also 
suggested that Asean as a bloc should 
talk to Indochina as a three-country 
bloc. = 
At this point Shevardnadze and Sid- 
dhi parted company. The Asean idea of 
proximity talks on Cambodia would in- 
volve the “Asean Six” talking to Viet- 
nam, whom they see as the main culprit 
in Cambodia. Dealing with Heng Sam- 
rin might lead along the dangerous path 
of depicting the Cambodian situation as 
merely a civil war between the regime 
and the three resistance factions which 
make up the UN-recognised. coalition 
government. oe oe 

The Asean countries also shun any 
tendency to treat Indochina as a bloc, 
which would, in their eyes, Suggest a 
recognition of Vietnam’s de facto con- 
trol over that region. Told this by the 
‘Thais, Shevardnadze then suggested a 
network of negotiations among i 

































~ MUSIC 








By Alan Booth in Tokyo ` 
wre Warabi-za Japanese folk music 
and dance troupe celebrated its 35th 
¿anniversary last year with a series of 
performances at concert halls in the 
Tokyo area. In standard Japanese, 
_warabi means “bracken,” a suitably 
name for a group devoted to rural 
rts; butit is also how a person speaking 
“no 










ke nursery. rhymes, 
which are the first cousins to adult folk 
songs. 
© The same ingenuity with regard to 
choosing names can be seen in the title 
of the troupe’s current presentation, 
Kizuna, a word that the English-lan- 
guage section of their programme trans- 
ates as “bonds,” but which might. bet- 
er, perhaps, be translated as “yokes.” 
The presentation begins with an an- 
nouncement advising the audience that 
folk music is one of the most direct 
_means of binding human beings one to . 
another, and of helping them maintain 
inks with ist. (The an- 
ggests, in the man- 





also st 
| ner of that peculiarl 
socialism which runs. th 
tire Japanese fo 
evening’s entertain 
audience spirituall i 
waymen’s Union, at p 
ing against the gov 
nationalisation progr: 












rough the en- 
tradition, that the | 







» i i us ý 


Folk singing in Japan 
to a modern, ersatz beat 


Teacher’s Union, struggling against the 
government’s proposed educational re- 
forms.) 

“Yokes,” though, better reflects the 
subject matter of many Japanese folk 
songs, since the lyrics often contain an 
element of protest against the harsh 
conditions and administrative repres- 
sion under which working people have 
suffered throughout feudal and post- 
feudal history. 


| anyo 





Thirty-five years is exactly the length 
of time since the post-war boom in the 












popularity of Japanese folk music 
egati, and in many ways the develop- 
ment of Warabi-za mirrors what has 
happened to the folk arts as a whole. 
Warabi-za is based in Akita prefecture, 


mal folk songs than 
nd province (Okinawa 
has many more: at the beginning of this 
century it was estimated that there were 
some 420 songs extant on the tiny coral 
island of Taketomi alone, -a figure 
which, if‘ accurate, would’mean. that 
there were about.1.8 songs per head of 
the island’s population). Warabi-za’s 
headquarters in ‘Akita is located near 
Lake Tazawa, which, as one of the main 
points on the route that the old horse 
drivers took across the Sengan Pass, w 
a principal centre for the disseminati. 
of folk music from the ‘neighbouring 

provinces as well as from Akita itself. In 
other words,’ though Warabi-za is a 
post-war institution, a long geographi- 
cal tradition and local history governed 
its careful choice of a home. 3 




































































jnt dark days immediately follow- 
ling the defeat of 1945, the rediscovery 
of folk traditions, some of which (like 








pride 
HK (the — 


tion) in- 













~ Perhaps more ‘significantly, She- 


vardnadze said that.any emerging politi- | 


cal settlement on Cambodia would be 
endorsed by the Soviet Union at the UN 
Security Council. This was ‘interesting 
because both Vietnam and the Soviet 
Union have, until now, rejected any UN 
involvement in a Cambodian settle- 


ment, starting with the UN-sponsored. 


International Conference on Kam- 
puchea in 1981. 


he atmosphere during Shevard-- 


adze’s brief visit to Bangkok 
__ which precedes a visit to Moscow by 
Siddhi in May — suggested that Mos- 
cow sincerely wanted to “mend fences. 
in Asean,” according to an Asean 
source. Knowing Thailand's close rela- 
tions with China, the Soviets might also 
have been signalling to Peking their 
" to discuss fully the Cambo- 





hi 
condition in negi 

Soviets on normalising Si 

tions. _ Sian os 

`. Indeed, the Thai Foreign Ministry 
quickly briefed the Chinese Embassy in 


Bangkok, along with Asean partners, 


on the Shevardnadze talks. This may 
have been disquieting for the Vietnam- 
ese, who are thought to. be concerned 
about the possibility of a Sino-Soviet 
deal behind their backs involving Cam- 
bodia. 

Given the fact that Shevardnadze ar- 
rived in Bangkok on the same day as 
Singh, some Thai newspapers specu- 
lated.on.a joint Indo-Soviet initiative on 
Cambodia. But the timing of the: visits 
was coincidental — and given the fact 
that Singh, on an Asean-wide tour, was 
listening on the subject of Cambodia 
more than talking, the speculation was 
nonsense. In fact, the Thais were rather 
disappointed with the Indians, whom 
they had expected to try to dilute their 





try outside t 

nises the Heng Samrin regime, a Ww 
Delhi has long enjoyed a close relation: 
ship with Hanoi. 

According to Thai sources, Singh did 
nothing to correct Bangkok’s suspicions 
that India was still sympathetic towards 
the Vietnamese position, He ruffled 
Thai feathers by asking what proposal 
Asean had in mind to settle the issue, a8 
if it was Asean, not Vietnam, which was 
responsible for the Cambodian prob- 
lem. “His visit didn’t succeed in cone 
vincing us that India was neutral,” 4 
senior Thai official said. In his earlier 
trip to Indonesia, Singh had an even less 
receptive audience because he 
suggested that New Delhi could act 
as an honest broker between As 
and Vietnam on the Cambodis 
sue, cutting across. Jakarta’s ro 
as Asean’s official interlocutor W 

















Mamurogawa Ondo, actually topped 
`: nation’s popular music charts, a feat 
other folk song has repeated. 

During this early boom, the songs, 
even when broadcast, were generally 
sung by local people to the authentic ac- 
companiment of shamisen, shakuhachi 
and folk.drum. But. with the accelera- 
tion of recovery from the disaster of 
war, and the beginnings of affluence in 
the early 1960s, a change overtook the 


“folk arts. Professional singers, some of 
whom had previously specialised not in. 


folk music at all but in silky popular bal- 
“ads, began to displace local perform- 
ers; most of whom were comfortable 
-only with the songs of their own 
localities, and Western-style orchestras 
-began to provide the accompaniments. 
A: slickness — often indistinguishable 
from glibness — crept into the presenta- 
tion of the music, and with it came 
changes of emphasis which wrought 
havoc with the original spirit and mean- 
~ ing. 
' The most obvious of those changes 
was prettification, a trend that has con- 





tinued and, despite’ the messages of 
socialist solidarity, is very prevalent in 
Warabi-za’s style. This, for example, is 
an excerpt from the English-language 
section of their programme introducing 
a medley of Okinawan songs: “Gentle 
Okinawans who have lived with beauti- 
ful nature. The Yui [common work] has 
born abundant crops on the hard earth. 
How proud and delightful it has ‘been to 
work and harvest!” Effusions such at 
this ‘directly contradict the history and 
true nature of Okinawan folk music, 
much of which — even more than the 
music. of the mainland — embodies a 


protest against exploitation by distant, 


administrators (the satirical point of the 
most famous Okinawan folk. song, 
Asatoya Yunta), as well as a reflection 


of the particular hardships of life in an 


area famous for its cholera epidemics, 
floods, ‘typhoons, poverty, hepatitis. 
dysentery and snake infestation. 
Warabi-za’s Okinawan sequence, ac- 
companied bysa Western-style or- 
chestra, looks and sounds exactly like a 
college production of The-Flower-Drum 








Song. The Okinawan spirit (the spirit 

an ethnic arid cultural minority whose 
distinctiveness is effectively denied by 
the common ‘s 
“homogeneity” } is unrecognisable: It 
has been prettified to the vanishing 


1 point. 


Alors vith this prettifying has gone 
a certain amoun 


t of bowdlerising. 


| ‘Some of the original lyrics of Japanese 
| folk songs are raunchy or deliberately 
ma | coarse in theirlangu 


-and these lyrics 
are nowadays usually replaced or omi 
ted. This happens especially on NHK, 


where the list of things one is not ab 


lowed to mention extends from buraku- 


„min (Japan's hereditary social outcasts, 


whom the government pretends no 
longer suffer discrimination) to the 
common name for the Japan seaside of 
Honshu (Ura-Nihon, “The Back of 
Japan,” a name NHK regards as so de- 
rogatory that its use on the airwaves 
might result in people who live there re- 
fusing to pay for their TV licences). An 
example of the censorship of folk-song 
lyrics arises whenever NHK broadcasts 
the popular Shikoku song, Yosakoi 
Bushi. The first stanza describes the un- 
usual sight of a priest buying an orna- 
mental hairpin for his lover, which re- 
sults in scandal. In the second stanza his 
act is compared to a “eripple” (izari) 
buying high-heeled clogs, or a blind 
man (mekura) buying spectacles. Both 
izari and mekura are taboo words in the 
Japanese media, and on NHK this sec- 
ond stanza is never performed. Typi 
cally, Warabi-za’s programms inchaces 


nothing that could be deemed remotely ` 


offensive and, as a result, risks striking 
people more robustly minded than 
NHk’s policymakers as tending toward 
the insipid. : 

But, ironically, it is the bargeoning 
popularity of the folk arts. especially 





insistence on Japans 









mal festivals, the Ka 
the prefectural capital. In this restival, 
_ large bamboo frames hung with lanterns 
are juggled through the streets, and the 
extent of participation can be measured 
by the number of lantern-frames’ that 
appear each year. In 1946, the year the 
festival was revived after a wartime 
lapse, there were 24. By 1965 the 
number had grown to 93, and in 1982 
there were 160. This growth would 
seem, on the face of it, a positive deve- 
lopment. But, as a result of the explo- 
sion in its popularity, the nature and 
| purpose of the event have undergone a 
drastic change. 

- Nowadays, spectators’ benches line 
the main street of the city and people pay 
| ¥500 (US$3.25) a time to sit on them. 

Travel agents offer package tours which 
whiz round the four main summer festi- 
vals of the northeast (this one, the 
Aomori Nebuta, the Yamagata 
Hanagasa and the Sendai Tanabata) in 
_ as many days, The result is that, 
_ whereas the original festivals were pur- 
posely local affairs that retained a 
strong element of spontaneity and had 
as their main purpose the entertaining 
of the spirits of dead ancestors returned 
for the summer Festival of the Dead, 
today they are national spectator ex- 
travaganzas where loud-speakers pro- 
de an explanatory running commen- 
tary. Spontaneity is reduced to a mini- 
mum by the travel agents’ requirement 
that the festivals begin and end with the 
p ity of bullet trains, and even 
the participants. have begun to regard 
© events much more like shows than 
e meaningful celebrations. 

Inthe same way, folk music has de- 
veloped away from being a source of 
specifically local pride and a medium for 
the direct expression of local preoccu- 
p tions and grievances into a showcase 

for an idyllic rural Japan, in which re- 
_ pression and hardship play: little or no 
_ part, and which is entirely a figment of 
he modern urban imagination, When 
_ folk music is performed on TV, the em- 
hasis is invariably on. pastoral nostal- 

, and when it is performed.on stage 
y troupes such as Warabi-za every ef- 
tis made.to ensure that the result isas 
much likea TV programme as possible, 
_with: announcersand: coloured lights, 
Vestern-style orchestras and neatly 
(pressed kimonos: Like much else in 
modern Japan — New Year gifts and 
railway-station lunches. «= s0 much 
hought and care is expended on pre- 
entation that the content seems main- 
to exist for the sake of the pack- 






















































Mindanao’s edo 


Moros versus C 


By Margaret Scott in Zamboanga 


here is a striking view from the 

mosque in Campo Muslim: on one 
side is the Mindanao Sea, speckled with 
the island stepping stones for Islam’s 
sweep through the Sulu Archipelago to 
Mindanao. Filipino Muslims call the 
swathe of islands Bangsamoro, or their 
Moro homeland. ` 

On the other side, Marines with au- 
tomatic rifles hanging from their shoul- 
ders hover around a checkpoint at the 
entrance to Campo Muslim, the Muslim 
section of Zamboanga City, stopping 


gy 


hristians 
























the Christians of Zamboanga, who wor- 
stip at the fort that is now her shrine: 
uslims, Marines and Christians oc- 
cupy Zamboanga City. It is a tricky set- 
up. Muslims consider the city crucial to 
Bangsamoro, From the mosque’s religi- 
ous elders to the leaders o f the. Moro 
National Liberation Front (MNLF) 
there is a fervent insistence that Zam- 
boanga is the touchstone of the Moros 
~~ culturally, politically, spiritually. 
Yet, Muslims now make up at best 30% 
of the city’s residents. The bulk of Zam- 





every passing jeepney or pedestrian, 
They are hunting for Muslim rebels, a 
habit left over from the years of the 
Moro insurrection. 

Just beyond is Fort Pilar, built by the 
Spanish and the portal for the battles. 
fought by Spanish and Americans and 
Japanese and Filipinos. Now Fort Pilar 








on the public memory forever. 


















age. : Re SE 
2 At as worth wondering whether ‘the 
folk arts.in Japan might have taken a dif- 
rent post-war course,<or whether: 
affluent Japanese-style capitalism and a ; 
folk tradition respectful of its origins are 
simply incompatible. fp. 







They said that even at the age of 80, 


editorial conference in’ her hospital 










is more remarkable for the miraculous: |: 
than the martial. Christians believe Our | 





boangans are Christians who balk at * 
notion of being at the crux of Mus 
Mindanao.:Alll this makes Zamboanga a 
jittery place, especially now that the 
Aquino administration and the MNLF 
have decided to. negotiate, ‘with both 
sides eager to find a settlement. Zam- 
boanga has become the writ-large bar- 
gaining chip. co Cot, : 
“Zamboanga City is going to be a 





Lady of Pilar walked on the Mindanao | 
Sea and stilled a tidal wave, one of a 
string of miracles she has performed for 










long, hard fight. The Moros need Zam- 


boanga and the Christians 


be { are against 
it,” says Juli 


» Climaco, who was ap- 





Srushed but not cowed, 


banned editors claim . 


By David Bonavia in Hongkong 


A important Chinese literary jour- 
nal, Zhongguo (China), was closed 
down by the Chinese Writers’ Associa- 
tion at the end of last year. In the last 
issue of the monthly magazine, the 
editors wrote a three-page description 
of the way their publication was 
crushed. A large black mark decorates 
the inside back cover and, most unusu- 
ally, all the editors’ names are-printed 
on the back — as if to impress their fate 



















The journal ‘was set up under the 
patronage of the late Ding Ling,.a 
novelist who had spent some 20 years in: 
labour camp and. exile before she was 
rehabilitated in 1979. She died last 
year. 

The editors, headed by Niu Han, call- 
ed the journal a welcome antidote to the 
after-effects of the Cultural Revolution: 













Ding had “worked.to her last. 
for the founding of the journa 
Ding, the authors said, ha 





breath”: 
held an 





‘writer had enemies, including some im- 
portant literary figures, whom she ‘de- 













“nounced. in the anti- 
of the 1950s before she was shipped off 
‘to the backward rural areas. But.her: 


the party censors to ban a journal edited 


ward in 1985. “How: -could:.she hav. 
realised that a year later ‘Zhonggu 
shortly after it began publication, would 
suffer the fate of closure?” a 

Ding allegedly said the new journal 
was “the hope of Chinese literature.” 
But.after she diéd there was a problem: 
in choosing a new.editor. The Writers’ 
Association would not approve anyone: 














_for the job. After:repeated appeals by 






Niu, the association told him that there 
was “a temporary holdup” in the choice 





‘of an ,editor. The authorities were 


“making inquiries.” : 
` Infact there had been some similar 
problems even: before Ding died.. The 






ghtist movement 


novels had already won literary acclaim, 


and she had been awarded the Stalin 


Prize for one of them. 
It would have been embarrassing for 















his” notorious: 
fat ‘former mayor. 
| Cesar Climaco, who crusad- 
‘ed against Marcos and was 
assassinated in 1985. There: 
are about 400,000 people in 
Zamboanga, and : at -most 
150,000 of them are Muslim. 
_| “Moros need something to 
standon. They need to have a 
wer base and they think it 
has ‘to be this city,” says 
Climaco. - 


Finding a place to stand 
von has been difficult for 
Muslims since the days when 
they were dubbed Moros by 
the Spaniards, who spent a 


-for the shift fr aag 

an imagined N dtodd 
ting the picture of Moroland 
into the Philippines. In p 

it is a lowering of expecta- 
tions forced on militant Mus: 
lims. And in part, itis a recog: 
nition of the peculiar identity 
Filipino Muslims = Carry 
around. In Rio Hondo, 4 
Muslim slum built over ¢ 
mangrove swamp, a groupe 
-young Muslim men gathered 
on a wooden bridge we 








lot f their colonial time 
trying to annihilate them. Modernity 
has been rough on the Moros. An inde- 
nendent Moro state was their demand; 
stead, their pronounced domain has 
«ween whittled down, inhabited by 
Christians, and finally, populated by 
many, many more Christians than Mus- 
lims. 
© Now the self-proclaimed standard- 
bearer of the Moro cause, the MNLF, 
has given up its demand for indepen- 
dence, settling for a negotiating position 
which insists on an autonomous region 
stretching from Tawi-Tawi to Sulu to all 
of Mindanao. This is an enormous con- 


or sponsored by Ding as long as she was 
alive. She might have protested and ap- 


cession; teetering between a pragmatic 
stance and a compromise crushing the 
foundation of the Moros’ view of history 
and their identity. ` 

Nationalism has always been a bit 
cacophonous in the Philippines, and the 
Moros have never quite been able to fig- 
ure out what part they want in the an- 
them. As if to compensate for giving up 
their rallying cry of an independent 
Moroland, the MNLF has grasped 
Zamboanga. The city has been turned 
into their consolation prize-—the neces- 
sary bounty to accept a Moroland within 
the Philippines. 





pealed to both domestic and foreign | 


opinion. This would have entailed the 
risk of her becoming a mini-Solzhenit- 
syn; 
© "The case of Zhongguo occur- 
red before the recent campaign against 
“bourgeois liberalisation” in China, but 
it shows yet again that writers, artists 
and intellectuals are the most vulnera- 
ble tagets. 


Mee ee a Gee l. 
ance of our publication means a, 


loss to socialist literature. The Writers’ 


Association abolished the magazine in | 
the name of internal reform, just as the. 


Party Central Committee was in the 
process of creating and broadening a 


. |+ harmonious literary atmosphere. With: 
| this in mind, comrade Liu Han visited 


| comrade Wang Meng [minister of cul- 
ture]. Wang commented positively on 
the magazine and said that he felt that 
the demise of our publication would 
bring some unanticipated problems. He 
also suggested some ways of overcom- 
ing the difficulties now facing us. 
Comrade Liu Zaifu said: “Zhongguo 
has been a lively magazine. How can we 
save it for the sake of the writers and 
readers?” The poet Bei Dao angrily 
“withdrew front the Chinese Writers’ As- 
sociation in protest. He wrote to the sec- 
retariat of the association saying: “Be- 


Ding: ‘worked to her last breath.’ 


na 








cause of their unfair treatment of 
Zhongguo, the leadership of the Writ- 
ers’ Association does not merit our 
trust.” 

As a last resort we once again sought 
out the responsible comrade in the 
Writers’ Association and he replied that 
the report to the Central Propaganda 

Bureau was written and decided upon 
by the Writers’ Association and so it was 
final. Another secretary of the associa- 
tion and designated authority of the 








were praisir 

she would solve the cc 

No one seemed to notice 
A conversation w 


chance because she has a semblo 
sincerity.” And why should Christ 
in Zamboanga consider an autonomous 


prosperity of Chinese literature. And 1 
the readers and writers who wept at 
demise we would like to say that all t 
we have done cannot be undone in: 
stroke. We are heartbroken that 
journal should end this way, but 
have nothing to be ashamed of. In the 
words of a poet who was persecuted 
death: “Even as T fade away, | declar 
myself not guilty.” 
Zhongguo Editorial Department, | 
October 1986. 4 











pite their land-grab- 

willing to live with 

them. We are willing to-have them in 
; Bangsamoro: ” 

Bayam and many other MNLF stal- 








cause while at university in Manila. This 
Was inthe early 1960s; Nur Misuari was 
teaching at the University of the Philip- 
pines and many rallied round his words. 
“PE was awakened by the history of how 
our homeland had been robbed from 
us,” says Bayam. 

In Manila, while Misuari was form- 
ing the nucleus of what would become 
he MNLF, which he still heads, there 

as a sort of awakening going on in the 
countryside of Mindanao as well, For 

ecades, the Christians had been coming 
to Mindanao, especially from the Visa- 
_ yas, scrounging for land. Manila approv- 



















warts became devoted:to the Moro +> 


the forest and considered 
; landowner. The story has it that a local 
Muslim leader, tired of Christians grab- 
bing land, told the Visayan to leave. 
When the man refused, his sister. was 
raped and killed, his mother murdered, 


pick, and begana campaign of revenge. 





S and the bookish young men in Man- 


the other founders called themselves 
“Batch 90” and their aims were simple: 
they were not and never had been part 
of the Philippines. They were continu- 
ing a long fight for independence, and it 
has not yet ended. 


One illiterate Visayan was enticed. | 
He-hacked out a small farm plot from, |. 
imself (a | 


He took the nom de guerre of Tooth- | 


pawned by Toothpick’s hell-raising | 


ila, the MNLF was born. Misuari and. 






























siders. 7 
Marcos was a master at playing on 
those. tribal conflicts, and lured many: 
rebel leaders out of the hills and to the 
negotiating table by promising domi- 
nance to one tribe over another, The 

















EONO | 



























































lrew Szende. Institute of So 


T: US press has decided, belatedly, 
© E that the image of President Reagan, 
which it helped create, isa myth. This 
-realisation was triggered by the Middle 
Eastern magazine which, in breaking 
the story of arms sales to Iran, began the 
nuing soap opera of the president’s 
ptex-militarymen, ; 
The media is now taking Reagan to 
ask for being what he has always been, 
nd his aides for doing what some of us 
ssumed they have always done and are 
‘no doubt still doing in areas yet to be un- 
- covered. This about-face by newsmen, 
Sensing vulnerability where once they 
aw only Teflon, can be viewed as the 
iumph of an unfettered press over the 
ark forces of executive duplicity. 

It seems unlikely, however, that the 
US media — credited in some quarters 
with losing the Vietnam War, and bring- 
ing down a president — will account for 
the demise of either Reagan or the pres- 

dency; an institution for which the 
press shows an understandable rever- 
ence, as for an endangered species. 
|. At worst, Reagan's place in Ameri- 
_ can history as the great communicator 
_ will be reduced to a more mundane 
_ evaluation, the administration will re- 
roup and the newspapers will eventual- 
iy find something else to.write about. 
There are two lessons in all this for 


‘Indonesia, Malaysia and Singapore and 





governments in Asia which seek to exer- 
së control over their domestic and the 






rom torrent to trickle: managing the flow of news in Southeast Asia by An- 
utheast Asian Studies, Singapore. No price given, 


foreign press. The first is that, before 

the Iran arms revelations, Reagan and: 
his aides had superbly managed the flow 

of good news from the White. House 

despite a free and unfettered press, and 

despite record deficits and the indiscre- 

tions of various key aides. 

The second lesson for governments 
prone to exercising excessive control in 


the name of the so-called New World | 


Information Order is that press disclo- 
sures are not necessarily the end of the 
world, or of governments. 
_The past year has seena tightening of 
direct or indirect controls on the press in 


a loosening — which is already being 
said by the new government to have got 
out of hand — in the Philippines.’ 

Andrew Szende’s. study, though 
overtaken by the course of recent expul- 
sions and added controls, is a useful ads 
dition to the debate over the differences | 
in news values in the West and develop- 
ing countries. 

Asian governments endeavouring to 
control the flow of information to their 
people run two risks: of allowing 
rumour to replace informed discussion, 
and of eroding their credibility as lead- 
ers with the people whose support they 
need in nation-building. e 

What emerges from Szende’sstudy is 
that this has happened to a-greater or 





lesser extent in the five founding mem- 


bers of Asean under study. The efforts 
of some Asean governments to control 









se agencies with the 
pe to influence; 
So much so that esi 
local newspaper. editors ) 
shapers to faithful ly reflect, reinforce 
d encourage national development, 
they turn, for reliable news of their own 
neighbours in the first instance to the 
same foreign newsagencies, newspapers 
and magazines regularly castigated | by 
their governments for being hostile. 
And the people whom Szende’s in- 
terviews — the majority being South- 
east Asians and key news “gatekeepers”. 
~~ in turn find those foreign 
ganisations are providing sur y 
satisfactory, if not perfect, coverage of 


their own countries, . 

S zende acknowledges that his studyis | 
# by no means exhaustive: he has relied 
on a “key informant method,” in which - 
he interviewed about 70 respondents 
from a pool originally selected, not tò 
satisfy statistica requirements, but for 
their ability to shed light and insight on 
previously unexplored areas ‘of study 
and show directions for future research. 

The interviews, carried out in 1982 
and 1983... were . supplemented by 
analysis of sample newspaper coverage 
and newsagency. material supplied on 
two separate, three-day periods, and 
questionnaires completed by the res- 
pondents,. bh, ; 

Szende analyses the flow of news in 
Southeast Asia in the light of views that 
there are differences i 


a he concept of 
news in. the West and in developing 
























































what Muslims now condemn as a 

(|) Marcos-inspired masquerade of an au- 
1 -tonomous region created in 1979 and in- 

cludes 10 provinces in Mindanao. 




















Iso, the MNLF’s support from the 
Islamic world dwindled, and there 
is a lot less oil-soaked wealth around, 
Those MNLF members who had re- 
fused to end the Moro rebellion were 
‘| used to a comfortable exile in the sea- 
| side town of Sandakan in Sabah, the 
| favoured guests of the former. chief 
“minister Tun Mustapha Datuk Harun. 
The current Christian government is 
less welcoming. And Moammar Gad- 
| dafi, who welcomed Misuari during his 
exile in the name of Muslim solidarity, 
has turned into an embarrassing ally. 
Misuari now has returned to the 
Philippines and consolidated his hold 
ər most of the rebel factions. At the 
ne time, he has started talks with the 


aining camy 
indanao commander, says 













says. 
If he is right, if anti-Manila se 
ments are strong enough to spark a 
move for self-rule uniting Musoni 
and Christians, then the Moro problem 
may fade away. However, not many 
people think Jali is right. The A 
bishop of Zamboanga Prancis 
R. Cruces, is one. 
“We will never be ruled by Muslims. | 
liberation front has been: 
ére will be a religious 
ims try to rule us,” 
he Muslims do not thin 
themselves as Filipinos. If (they are} not. 
Filipino then we will always be ti 


Misuari has young men but no ammuni- 
tion, mostly because his Islamic allies no 
longer want to finance insurrection. 















Pushing 


for. autonomy, 
iken al ‘Is 


ut of th Is,: 























their cause. Jali says t NLF had 
choice: the people of Mindanao do not 
want to seced zi , 

“Muslims and Christians both want 
autonomy. Manila has always taken 
from. Mindanao. We. support. almost 


half of the GNP with our minerals and | Those Marine chi cl 











agriculture. But we get hardly nothing | going to be around for a 





























countries: what the West 
regards as a free flow of 
news unfettered in collec- 
tion and dissemination, 
some critics in developing 
countries call cultural im- 
perialism. 

The critics’ proposed 
alternative to the latter is 
for a “balanced” flow of 
news: allowing developing 

“| countries to report their 
own news to the rest of the 
world; balancing the nega- 
tive with positive news; 
using the countries’ own 
reporters, writing for their 
own agencies, and using 
their own news criteria 
and cultural values. 
Szende quotes Western 
newsman and press ana- 





Distributing newspapers in Kuala Lumpur: tightening of indirect controls. 


press aboul 
gion-are the: 
tional newsagencies w 
supply most of the As 
| news fo the restol 
world,” Szende sa 
He adds: “Eve 





' lyst Mort Rosenblum on 
the critics’ position: “This assumes that 
news values and interests of the de- 
veloped and aarep countries are 
quite different. It is for this reason that 
this approach has been criticised in the 
West because, by the traditional West- 
ern definition, news has to be something 
that is unusual.” 

Indeed, one classic definition of 
Western news values, is the phrase “The 
journalism of exception,” quoted. by 
Szende and attributed to Gerald Long, 
the former general manager of Reuters, 
the British-based newsagency. 

“Several things become clear from 
Szende’s study, perhaps the most signi- 
ficant being that there is a clear inconsis- 
tency on the part of Asean journalists 
between their criticism of foreign news 
coverage of their region and their re- 
liance on, and preference for, outsiders 
for news of the same region. 

Asean news professionals tend to be- 


















there is hardly a journa 
in the region who does nat spounte! 
‘spirit of Asean’ principle, 
comes to making choices about 
to use, a majority of responde 
cated that their. fellow editors f 
quently preferito use non-Asean 
over Asean ones, simply beca 
find them more interesting < 
their readers. will too.” 

Story selection is, in many 
even larger preblem than a 
Asean vision. “That selection probier 
for several respondents to this st 
an inherited burden from the W 
press. They see it as an acceptan 
Asean editors of the internation: 
criteria, the criteria of the jour 
exception.” 


lieve that news coverage of the region is 
not adequate and they are not satisfied 
with the coverage from the interna- 
tional newsagenctes- or from the various 
intra-Asean news sources, including the 
Asean News. Exchange maintained by 
Thailand, Malaysia, Indonesia and the 
Philippines, which comes in for severe 
criticism. : 



































| 

| 

evertheless, the majority of respon- | 

Ni dents indicated that they were con- | 
| 

| 






tinuing with the traditional Western 
news values which. emphasise unusual 
events and situations rather than educa- 
tional and developmental . messages. 
Moreover, they said they departed from 
such values only to-practise self-censor- 
ship,.when the stories concerned sub- | Or as an Asean editor put it 
jects of sensitivity either in their own or | certainly know what should be done bu 

fellow. Asean countries, in order to | we won't do it because we Have to Se 
avoid creating regional rifts or rekindl- | [the newspaper] tomorrow.” 
ing old regional conflicts. - ~- Dawid Porter 














































‘DIPLOMACY 


In search of 
wak. Seoul Computer Press. US$9. 









































book is the most up-to-date work 


author is an academic, living in the US, 
but the book was published in South 
orea. His work has immediate rele- 
vancy since he considers the outcome of 
the active period of South-North negoti- 
ations that extended from mid-1984 to 
te 1985, though it seems to have been 


the light of these events: ah 

_ The: book is largely a recasting of 
some of his previous articles on the sub- 
ject’ It is an unpretentious, general 
treatment of the topic intended, as Tae- 
Hwan Kwak says, for “broad audiences,” 
and this is a welcome change from the 
often turgid tomes on this topic. His 22- 
page treatment of North Korea’s Demo- 
cratic Confederal Republic proposal is 
especially succinct and easy to read. 

A particular plus is that he not only 
ys out what constitute the basic 
negotiating positions of the two sides, 
but he also orders them into sequential, 
arallel tables. Since there has been a 
ong history of commentators greeting 
this or that latest refinement of the 
North's position as though it were a 
_ breakthrough, often without warrant, a 
_ reference chapter like this is particularly 
s welcome. 

“Kwak also details the North's 
“Tripartite Talks” of January 1984, but 
‘treatment here is less satisfactory. 
is aware that the proposed talks are 
artite in nature at all, but double 


Korea’s peninsular puzzle 


t least for the moment, this short _ bi-partite, 


available on Korean unification, The - 


written as much in the shadow of as in 


ace and reunification on the Korean peninsula by Tae-Hwan 


whereby the North 
negotiates on a US troop withdrawal 
and a peace treaty directly with the US, 
and then negotiates a. non-aggression 
pact with the South. 

However, he seems unaware of 
some key North Korean preconditions, 
such as that of April 1984 cate- 
gorically excluding the South from 
the first two phases of negotiation. This 
causes him to see the proposal as more 
flexible than in: fact it can be: to the 
North, the order of the agenda remains 
fundamental to its entire negotiating 
position. 


A: a South Korean publishing in 
South Korea, but not appearing to 
enjoy any formal links with the govern- 
ment, Kwak’s own thinking is of intrin- 
sic value. He advocates a trial three: 
year suspension of the annual ROK-US 
Team Spirit military exercises (which 
the North has seized upon over the past 
two years as an obstacle to negotia- 
tions). l 

He suggests that the South should 
be alert to the possibility of being 
flexible on the US troop withdrawal 
issue if this could be effected without 
threatening the military balance of 
power. And he suggests that the South 


_ be prepared to engage the Northon the 


basis of a modified 
framework. 

These ideas have their. inevitable 
weaknesses but the way he preserits 


them is far from utopian. It should 


tripartite 








| that he was. 
writing about the time that the outlook: 
for the South-North talks seemed espe- 
cially hopeful. 

However, even allowing for the at- 
mosphere of hope, Kwak may neverthe- 
less be criticised for some incautious 
judgments and predictions. A Kim- 
Chun summit is.describéd as “probable” 
in the light of the 1985 secret negotia- 
tions aimed at arranging a meeting of 






















| the twoleaders, News of the secret talks. 


between top government officials from 
the two sides was revealed in late 1985. 
He says the North’s participation in the 


| Seoul Olympics on the basis of the Tn- 


ternational Olympic Committee’s terms 
“is expected.” He predicts “limited pro- 
gress” in the talkse .6.° 

After a year of virtually no progress 
on any front, it may be true that pro- 
gress will come, but it will be due to 


|. some new development. To criticise 


Kwak in this way is not to unfairlyer | 
ploy hindsight, but to maintain that i 
should have given more consideration 
to the stop-start pattern of North Ko- 
rean negotiating tactics. As. each little 
fever of expectation passes over the re- 
latively, free society. of the South, it 
leaves people a little weaker and a little 
more fretful, thus bringing a little more 
préssure to bear on the government. 

In his allusions to developments in 


North Korea, Kwak is also surprisingly’ 


optimistic. He refers several times to 
the “new leadership of Kim Jong Il” as 
h it were an established fact, and 





sees the North adopting “a more prag- 


matic approach to economic modernisa- 
tion by opening its closed doors to the 
West.” 

“Again, time has not been kind to 
these judgments, and events of 1986 
demonstrated that Kim Jong Il remains 
firmly under his father in policy matters, 
while the thrust of the 1984 economic 
modernisation initiatives has bee 
blunted for the moment. Pies foie 

Perhaps a perusal. of. the® bibl 
graphy helps to account for this wan 
more balanced judgment, for he cites 
only six, mainly general, sources for 
North Korean internal. affairs out of a 
total list of over 100 items. Kwak thus 
joins the increasing tribe of commen- 
tators on inter-Korean affairs who have 
a sadly diminished perception of North 
Korean politics and the influence they 
have on unification talks. 

One is thus left with an uneven work, 
where the basic material presented is 
factual and well-considered, but the au- 
thor seems to have been persuaded 
under the pressure of immediate events 
to be more sanguine in the conclusions 
he draws than his own material war- 
rants. Anyone who-has talked with a 
range of South Koreans in private and 
public life will probably recognise this 
tendency, for unification’ continues to 
retain something of the quality of a 
spiritual quest for South Koreans. 

_ — Adrian Buzo 






























Struggle to control the future intensifies 


A year of decision 


By Robert Delfs in Peking 


ncertainty about China’s political future — and there- 
U fore the future of reform policies — has intensified in 
the weeks following the forced resignation of Hu 
Yaobang from his post as party general secretary in January. 

The campaign against “bourgeois liberalisation,” 
launched in response to student demonstrations in De- 
cember, has alarmed intellectuals, reformist leaders within 
the party and rural peasants. This is despite reassurances 
from Premier and new acting party General Secretary Zhao 
Ziyang and other leaders that the campaign will be limited to 
party members and will not be extended to rural areas. The 
full-scale mobilisation against “counter-revolutionary crimi- 

als” in Shanxi province suggests that in some areas, at least, 
or campaign has already gone far beyond Zhao’s 
imits. 

The larger questions raised by Hu’s dismissal and 
the new campaign concern what these events mean 
in terms of further changes in the leadership 44 
structure and the consequences for China’s 
policies of economic and political re- 
form. 

This is a critical year. The 13th National 
Congress of the communist party is sche- 
duled for October. That congress will elect 
a new central committee, which will then 
immediately convene in its first plenary 
session and elect a new politburo, polit- < 
buro standing committee and secretariat, 
and may also name a central military 
commission. 

In fact, however, the policy and per- 
sonnel decisions to be announced at the 
13th congress will already have been 
made. The struggle and debates over 
China’s future are already under way in a 
political atmosphere that has been drasti- 
cally altered by the dismissal of Hu and the 
campaign against bourgeois liberalisa- 
tion within the party. 

Barring extraordinary 
changes, these bodies will 
remain in place for five | 
years. The political 
composition of 
membership in 
the top party 
organs will thus 
be a crucial 
determinant 
of China’s fu- 
ture policies in. 
the next half decade and in the 
years to follow. 

For the first time in a dec- 
ade, divisions over political 
goals have wh ot into a strug- 
gle within China's leadership 
elite. For the most part carried out 
behind the scenes, the clash has 
been outwardly expressed in Hu’s dis- , 
missal and the often confusing explo- 
sions of harsh rhetoric attacking rightist 
tendencies and counter-revolutionaries 
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— rhetoric which to many Chinese is a painful reminder of 
the two-line struggle of the Cultural Revolution. 

Buta return to the leftism of the late 1960s and early 1970s 
is, perhaps, the single outcome that can be confidently 
excluded. The current struggle is rather a split within a group 
of leaders who were, with few exceptions, victims of the Cul- 
tural Revolution. Under Deng Xiaoping’s leadership, they 
submerged their internal differences in an alliance against 
the Left, accepting or acquiescing to the need for some de- 
gree of change in the management of the economy. 

On one side of this struggle are those this magazine and 
others have called “reformers” — advocates of continuing 
the economic reforms but also political reformers favouring 
restricting the scope of the party’s control over everyday life 
and greater tolerance of intellectual diversity and dissent. 

à On the other side of the struggle are 
those described as conservatives, pri- 
marily defined by their commitment 
to an orthodox Leninist concept 
of the political role of the com- 
munist party, but many share 
also a preference for the Sta- 
linist model of a planned com- 

mand economy, such as 

China implemented in the 

early and mid-1950s, and 

who thus take a restrictive 
view of economic reforms. 

Underlying the political 

conflict between reform 


erational conflict that 
may, in retrospect, prove 
the most salient factor ex- 
plaining the events of 1987. 
Although many of China’s 
ministerial-level state lead- 
ers are relatively young, ul- 
timate decision-making 
į power in the party still re- 
mains in the hands of an 
elderly generation who re- 
member the party's earliest 
days and are survivors of its 
long march to power. 
Prominent among this 
group are military lead- 
ers who facilitated 
Deng’s comeback in 
1974 and again in 1977, 
and civilian state and 
arty leaders who came 
ack with him. These 
allies of Deng were re- 
formers in the context of 


political 
tions now 
them to suspect or 
ty reject the changes 
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1980s. 
In a political crisis, 


1977, but their deepest ` 
convic- — 
lead 
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and orthodoxy is a gen- Į 
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Trust is gold. In Beijing too. 


Cariplo is a major Italian Banking group that’s bece ming more and more international 
The latest confirmation of this is the opening of a new representative office in Beijing. 
Canplo, with headquarters in Milan, linked on-line to more than 500 branches in Italy, 
is able to provide full banking and financial planning J advice. Worldwide, Cariplo maintains 
relationships with over 1600 correspondents. 

The Beijing office, c/o Jianguo Hotel, Rooms 128-130, Jianguo Men Wai Da Jie, Beijing, 
Telex: 210287, Tel: 5003298, adds to our representative c s in Brussels, Frankfurt, 
Hong Kong, Madnd and Paris, and our branches in London and New York 
It's an important new location to keep you up-to-date with the world's economy. 
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prior right of those who 
were present at the crea- 
<| tion’ to ‘speak and be: 
| heard in the councils of | 
_ power, never entirely 
“extinguished, becomes 
paramount. 
Of, the 22 present 
members and alternate 
“| members of the polit- 
-| buro, 14 are 70 or older. 
| Five are in their 80s, in- 
‘cluding Deng himself 
| and the three most im- 
; portant conservative fig- 
ures in the leadership — 
Peng Zhen (head of the 
National People’s Con- 


gress [NPC] standing ' 
committee), Chen Yun (first secretary of | 
the party central disciplinary inspection 

< mmission) and state President Li 
nian. The two most prominent con- 
ervative ideological spokesman after 
Peng — politburo member Hu Qiaomu 
and former party secretariat’ member 
Deng Liqun — are 75 and.72 tëspec- 
tively. 

s Retired and semi-retired elderly 
party and military leaders such as Bo 
Yibo and: Gen. Wang Zhen, both 79, and 
Gen. Song Renqiong, 83, have returned 
to the political stage in recent weeks as | 
conservative spokesmen or supporters, |] 
and participated in the expanded polit- 
buro meeting which resulted in Hu’s res- 
ignation. 

Another group believed to have 
played a key role in the decision to oust 
Hu and crack down on political, liberali- 
sation, are the military leadership, most 




































youngest, Yu Qiuli, is 73. 


Kecheng in late December. 


of the visible leaders and spokesmen for 
the conservative backlash are younger than 
73. 

These are the men who built the revolu- 
tion and survived its trials and. struggles 


themselves, not without reason, as its guar- 
dians. As stich, their claim to authority, i in 
extremis, is undeniable. But their aware- 
ness of their own mortality is heightened 
“1 veach time they attend another funeral of a 
'- colleague-in-arms. 

‘They, more than anyone else, realise 

and fear that they represent the party's and 


that this may be the last time the generation 

that made the revolution will exert a deci 

sive influence on the direction and shape of 
vents in the years to come 








importantly the members of the party Central Military Com- 
mission, headed by Deng himself. Most are 80 or older; the 


Only 16 months ago this list of conservative elders would 
have been longer. Gen. Xu Shiyou, Deng’s protector in 1976, 
lied in October 1985, at the age of 79. Marshalls Liu 
y @ocheng and Ye Jianying died last October, and Gen. Huang 
This is the basis for the “last hurrah” theory. While 


the conservatives clearly have support, both principled 
and opportunistic, within the broader party ranks, none 


over more than half a century, and who see ~ 


China’s past, not its future, and they know - 


China's youth: puzzled by bizarre rhetoric. 
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metic changes, is a dead issue. The prospects for contin 
domestic economic reforms which extend the scope of m 
ket forces and restrict central planning have seriously det 


The importance of the open-door policy, however, and. 
China’s need for continued access to foreign technology 
capital, is apparently accepted by conservatives as well as re 
formers. But the uncertain political climate will tend to di 
courage risk taking by foreign investors and Chinese bure 
crats alike, and the campaign against bourgeois liberalisati 
may generate suspicion or fear of foreigners. 
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will have’ profound 
| fects on the compe 
Ra g of the party lead rsi 

1 selected by 
party congress. It is possible that Z 
will not be confirmed in his new post a 
acting party general secretary. 

The new state council premier, if one. 
is selected at the NPC later this month, 
will probably be the current vice-premic 
and party secretariat member Li Peng, a 
Soviet-trained technocrat, Li is an. al 
ticulate leader with demonstrated ma 
agerial competence, but he 
displayed a commitment to el 
parable:to that.of Z 
decision ona new pre i 
until early 1988, conditional 
Zhao’s confirmation as party g 
secretary. 

The renewed 
ideology, politi 
control .of 
quickly. Political r 
ideologically neutral st 
of bureaucratic stream 
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The most serious consequence 
however, is the damage to the credibi 
and prestige of the party among the peo 
and particularly young intellectua 
It is true that, despite its e 
campaign against bourgeois liberal 
so far is in no way comparable to 
rightist campaign of the late 1950 
thousands were killed and many thousa 
interned in labour camps, much less 
horrors of the Cultural Revolution. 

But to young people in China today 
generation which has received unprecede 
ed exposure to the outside world, the rel 
of the rhetoric of those eras, the turg 
condemnation of rightists and count 
revolutionaries, the purge of an 
ments, is as bizarre as it is to outsiders, 

The party is torn between two conflictin 

















e exigencies of economic recove he shared expe 
nce of victimisation by the Maoist Left made it possible for 


e. Inasense, Deng: 


reform and or- 


But now that these two submerged tendencies in the party 
ve emerged into conflict, Deng himself has become a my- 
tery. his role in recent events inexplicable. To some, Deng 
must still be the kingpin of the reformists. Was he 


orced to abandon Hu, or was this a shrewd tactical move? If 
can he still be in control? Others say Deng has now shown © 


true colours as the arch-conservative, the primary mover 
behind the campaign against bourgeois liberalisation. 4 
__ Deng was both. He was the bridge between the revolution- 
ry values of the founding generation, who succeeded. in mak- 

g China communist, and the performance-oriented goals of 
ext generation of leaders, typified by Zhao, whose jobit 

to make communist China work. This Janus role was the 

ey to Deng’s leadership role in the past decade. u 





Now you can advertise in China's 
first general business magazine ... 
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INTERNATIONAL BUSINESS AND MANAGEMENT 


A new monthly business magazine directed to 
25,000 business, trade and government officials 
in the People’s Republic of China. 


International Business and Management will consist 
of articles translated into Chinese from Business 
Week, Business Week International and International 
Management, all McGraw-Hill publications. Ads will 
_ be translated into Chinese and inquiries into English 
~~ at no additional cost. 


_ For more information contact Maria McCabe 
(212) 512-4853 — Business Week International, 
1221 Avenue of the Americas, New York, NY 10020. 








Daily). and the 

published an arti- 

y's navy political 

“responsible comrades” 
lture and i 


rect such errors soon jf 
enough.” 

This, article was 
widely understood as a: 
move by conservatives | 
to pre-empt plans of || 
party leader Deng: 
Xiaoping and his allies 
to move the political’ 
focus of the party fur- |] 
ther in the direction of.. 
economic and political | 
reform at the congress || 
through the appoint- || 
ment of younger and 
more liberal candidates 
to the central commit- 
tee, politburo and sec- 
retariat. 

The attack was not 
tolerated. Deng and his - 
allies got most, though 
not all, of what they 
wanted at the 12th con- 
gress, including the 
confirmation of Hu 
Yaobang as party gen- os oe 
eral secretary. No campaign against bourgeois liberalisation 
was launched. In September 1982, Wei Guoging, director.of 
the general political department of the PLA, was replaced by 
Yu Qiuli, and in October the head of the PLA navy, Ye Fei, | 
also stepped down. : 

Although mildly worded compared to the rhetoric against. 
bourgeois liberalisation in recent weeks, the 1982 Jiefang | 
Ribao article articulated precisely the charges that have 
dominated political life in China since mid-January, and 
brought about the forced resignation of Hu. 

Deng must have not only approved, but probably master- 
minded the handling of the 198). case and the removal of Wei 
and Ye. Party and state leaders today insist that Deng himself 
is behind the campaign against bourgeois liberalisation, and 
that he was.a primary force behind Hu’s resignation. 

Deng’s speeches from eight and nine years ago have been 
quoted to demonstrate his consistent:concern with the prob- 
lem of deviation towards bourgeois liberalisation, and-on 16 
ney a Deng speech on democratic: centralism was 
splashed across the front pages of all China’s major national 
newspapers on 16 February —25 years after it was delivered 
at an enlarged central committee work conference in January 
1962 (REVIEW, 26 Feb.). Es Bh ah 























ients of 1987 were leaked t ournalists 

: ing "he first of these consisted of D remarks on 

the handling of student unrest at a meeting of party leaders, 
including Hu, on 30 December. 

Deng. praised Polish party leaders’ use of martial law to 

` suppress the Solidarity movement and said that the battle to 
oppose bourgeois liberalisation must continue for at least 20 
years. “We cannot adopt Western ways [of democracy], be- 
cause if we do, it will mean chaos,” he said. 

Deng also specifically criticised statements by Fang Lizhi 
and Wang Ruowang, two dissenting intellectuals who have 
since been expelled from the party, along: with the People’s 
Daily reporter Liu Binyan. Fang, Wang and Liu’s collected 
articles and speeches have been used as primary material in 
study and self-criticism sessions on bourgeois liberalisation 

for party cadres; ironically bringing their work to a far 
broader readership than ever bef 

¿What is disconcerting is that the use of these:speeches in- 
_creasingly appears to be consciously intended to deter specu- 


lation that Deng may-have been pressured into.agreeing to ` 


Hu’s dismissal and the launching of the campaign. It may also 


“THE KEY PARTY AND 
MILITARY LEADERS 


be an attempt to defend De 





rom the charge that he, a 
as Hu, has been soft on bourgeois liberalism. “In the Da 
against bourgeois liberalisation, lam the one who h 

out the most,” one of the party documents quotes 
saying last September. 

But Deng inescapably bears at least indirect responsibi 
for the implementation as well as the direction of policies 
the party’s pre-eminent leader for the past decade. Hu 
Deng’s personal choice as the successor to Hua Guofenga 
is understood to have acted as point man on some of Denge 
riskier policy initiatives, making it easier for Deng ¢ 
back from the fray and adopt his preferred role as med 

Among the most frequently cited examples of Deng's long 
adherence to conservative values are his speeches at the time 
of the fifth central-committee plenum im February 1981 
which championed the four basic principles (eadersht 
the party, Marxism-Leninism~Mao thought, democratic ce 
tralism and the socialist road) as fundamental party policy. 

But historians of the period generally agree that Deng 
that time was under pressure from both the survive 
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‘Sues. 


¿ported on TV on 27 December and ap- 
-peared in party newspapers the following 
day. For the first time they directly linked 
the demonstrations with the “trend of 
bourgeois liberalisation” and “advocacy of 
-complete Westernisation” — two phrases 
-that would be heard many times again in 
the following weeks. 

_ The current attack on party liberals is 
rimarily intended to change the political 


National Party Congress, now scheduled 
for October. Better timed and organised 
han the abortive effort in September 1982, 
; this assault has, so far, been extraordinari- 
ly successful. 

» Only a few months ago, the reformists 
appeared to have the upper hand, and 
_many observers believed that younger and 
more liberal party leaders would join the 
central committee and politburo in Oc- 
tober in unprecedented numbers, and that 
Many of the superannuated party and mili- 
tary veterans, who still dominate the upper 
teaches of decision-making, would finally 
retire, 










in Shanghai and other cities earlier that month could have l 
provided sufficient grounds for military leaders to demand But corruption, particularly as it focused on the mis- 
changes in party leadership and the handling of ideologicalis- | behaviour of high officials” children, was a potentially 





alance of power in the run-up to the 13th © 


which was highlighted by an attack by politburo standing- 
committee member Chen Yun on economic corruption, fall- 
ing grain production and lack of attention to party ideological 
and political work. 



























dangerous issue to both camps. A high-level task force to 


`- Deng’s remarks at that meeting also followed shortly after | handle corruption cases was formed in January, headed by 

_ the first serious public statement on the student demonstra- | politburo member and Vice-Premier Qiao Shi, and suc- 

tions by conservatives. Remarks by Bo Yibo, Wang Zhen | ceeded in burying the issue (REVIEW, 29 May °86). 

and Song Renqiong — all vice-chairmen of the party’s central “The people do not want to see a political movement,” 
advisory commission — politburo member Hu Qiaomu and | politburo member and party secretariat member Hu Qili told 

_ party secretariat member Deng Liqun at a tea party were re- | an Australian journalist last April, with no doubt unintended 
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Hu Yaobang: walking into history? 



















































ate new unjust c 

would later have to be reversed.” i i 

In addition, excessively high economic growth had been 

_| brought partly under control, export performance improved 
: and there were indications that grain production would be 

‘better than the year before, if only marginally. 

By mid-1986, the conservatives appeared in retreat as the 
party liberals launched an unprecedented effort to extend the 
bounds of cultural freedom and free speech. Under the ban- 
ner of the ill-fated “hundred flowers” liberalisation of the 
late 1950s, newspapers and magazines published theoretical 
articles and commentaries that would have been unthinkable 
only a few months before and are unthinkable again today. 

The conservatives’ objective has been to correct what 
“they see as a dangerously liberal bias in the leadership of the 
party, one that they believe could lead to the destruction of 
the party as a ruling institution if allowed to proceed un- 
checked. Their estimation of the breadth of support for 
democratic reforms within the ranks of the party member- 
ship and leaders exceeds that of most Western analysts. 





| n policy terms, their political victory is unlikely to result in 
the reversal of the reforms already in place, but rather is 
intended drastically to limit the scope of reform, particu- 
» aarly political reforms which might weaken the principles or 
practice of party control. 

‘The measure of their victory, and its most important and 
enduring consequences for the future, will be the effect on 
‘the 13th congress, particularly the selection of candidates for 
the central committee and other key party organs. 

“The line for the 13th congress is now clear,” one Chinese 
official told the REVIEW. “And now the only thing is to solve 
the personnel issues.” In fact, the personnel issue was the 
only real issue from the beginning, and:the new “line” means 
that it will be resolved in a very different manner from that 
originally envisioned by Deng Xiaoping and other reformist 
leaders. 

The campaign against bourgeois liberalisation will be con- 
tinued at least through the 13th congress. Limiting the cam- 
paign to party members has in no way compromised its pri- 























mary purpose — crippling the promotion prospects of cadr 
who have supported political liberalisation, press freeda 
expressed sympathy for the demands of the students, ¢ 
whose careers are closely tied to Hu Yaobang. 

Restricting the campaign in this way, moreover, may a 
tually help in averting excesses affecting the general popula- 
tion which could generate support for a counter-backlash. 
This, some conservatives believe, was the primary tactical 
flaw in the abortive 1983 campaign against spiritual pollu. 
tion, which focused excessively on ephemeral instances of 
Western influences in everyday life, such as long hair, Bel 
bottom trousers and listening to Western music. 

The national and provincial press have devoted consid 
able space to reassuring non-party intellectuals in particular 
that this campaign will be limited. “I can tell you with 
plete assurance that there is no change in the party polic 
intellectuals and in the piene of respecting knowled, 
and talent . . .” Sichuan deputy party secretary 
told a forum on intellectuals in Chengdu. 

Reiterating the earlier statement by Premier an 
General Secretary Zhao Ziyang, Nie added that “the 
gle is limited strictly to within the party and will be 
mainly in the political and ideological 
resolving problems of fundamental politic 
orientation.” But provincial leaders admit t : 
prehensions in the thinking of some cadres and membe: 
the masses as regards reforms, opening up, and invigor 







Hebei provincial party committee secretary 1 
Chongzhi, speaking at a meeting of county and township 
leaders, noted that “some rural households that have pur- 
chased lorries now want to turn them over to the collect 
others have put machinery: purchased for new rural è 
prises into storage and dismissed technicians hired to run it, 
while those who have raised capital to set up enterprises dare 
not set them up now.” Such instances “reflect the fact that 
some of the masses are afraid of confusion and policy 
changes,” Xing said. 
The most alarming indications have come from nort 




























„party secretary. Wang Jiangong 
lephone conference of local party and 


_ At the grassroots level orders have gone out that “all fac- 
tories, mines, enterprises and internal units must establish 
security and protection systems, put them on a sound basis 
and strengthen them. Security organisations in rural areas 
and neighborhoods. must be consolidated, perfected and sys- 
matised . . . party and government at all levels... . must im- 
‘ove security , register visitors strictly, organise night patrols 
-andsoon. ., they must block every loophole.” 

_ While the national campaign against bourgeois liberalisa- 
tion is in theory limited to cadres and restricted to ideological 
and political work, the Shanxi counter-attack against 
counter-revolutionaries is not. Local leaders have been told 
hat “cadre congresses, worker congresses and village con- 
gresses in factories, mines, schools and rural areas must take 
action and genuinely mobilise the masses to take part in this 
Struggle.” The National People’s Congress standing-commit- 
_tee decision on stepping up legal education and preserving 
y.and Stability “must be conveyed to all the millions of 
seholds and everyone must know of it.” This, the Shanxi 
aders were told, will be helpful “in raising the masses politi- 
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completely eliminated, and a few people still doubt the 
party’s line, principles and policies since the third plenum of 
the 11th central committee regarding reform and opening up 
to the outside world,” according to a report of an enlarged 
plenary session of the provincial party committee broadcast 
on 20 January. i i 

The Shanxi party-meeting was held from 13-19 January, 
spanning the dismissal of Hu as party general secretary. It re- 
ferred to a “small number of hostile elements” which have 
“frenziedly carried out counter-revolutionary. sabotage ac- 
tivities” in the province, attempted to link together 
“preachers of bourgeois liberalisation,” “remnants of the 
Gang of Four” and other hostile elements, and also mentions 
special instructions from the centre on work in Shanxi. 

While it is unclear precisely what is meant by instances of 
counter-revolutionary sabotage, an earlier provincial broad- 
cast attacked “subversive activities of hostile elements who 
sneak in from abroad” and linked them to “reactionary e` 
ments who have incited students.” The rhetoric of the 
broadcasts suggests that the campaign against bourgeois 
liberalisation in Shanxi has been escalated into an all-out of- 
fensive against counter-revolutionaries and has already gone 
well beyond the limits Zhao attempted to impose. u 



























ajor hurdles 
on the road to 
revitalisation 


Ellen Salem in Hongkong, . 
na’s 1986:economic indicators provide ample am- 
unition for the conservatives to attack the reformers, 
or the reverse, depending on one’s perspective. Either 
ssive reliance on market-forces or state_planning could 
é madea scapegoat. Seen in the context of the Seventh Five- 
ear Plan, which set the goals for the Chinese economy for 
986-91 and the priorities set-for 1986, China’s economic in- 
icators, as well.as reforms initiated in the first year of the 
plan, point to a number of: aw 
evere fundamental problems 
hat must be.addressed if China 












ao Ziyang outlined the key 
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HOW THEY FARED 


(Growth by sector) . 


ing supply to the changing demands of the market and the up- 
grading of the transport and communications networks. 

In contrast to the “overheated” economy in 1985, when 
economic growth registered an overall, increase: of 12.3%, 
with industrial output rising by 18%, China’s overall growth 
in 1986 moderated to 9.2%, Total industrial output overshot 
the planned 8.8% and registered an increase of 11.1% over 
1986. (If the output of rural industry — which may be as high 
as Rmb 330 billion [US$86.66 billion] — is deducted, the in- 
dustrial-growth rate is 9.2%.) 

But growth in the state sector declined from the previous 
year’s 12.9% to 6.2%. Results from the collective sector are 
almost as bad — increases in output dropped from a 30.9% in 
1985 to 16.7% last year. Only the individual and private sec- 
hee registered positive changes,:with, output up 60% over 
Heavy-industrial production rose 9.6%. According to the 
Ministry of Metallurgical Industry, China is expected to pro — 
duce 51.5 million tons of steel in 1986, up 4.7% over 1985. As 
of 18 December, the iron and steel companies had met the 
steel-production quota of 50 million tons, thus making China 
the fourth-largest steel producer after the Soviet Union, 

oe o Japan andthe US. > 
Ae Pepin output of coal, iron, 






















marked gains as’ of 

1 1986, only 39 of the 
country’s 100 major industrial 
roducts had met their annual 





s for that y cono E quotas. In part, this is due to a 
“consolidating, digesting, El state owned: ecrease in energy consump- 
ening andimy roving. H cottective ? ‘tion. In the steel industry, for 

n reforms in place while pre- viiki , example, output of key enter- 


aring for further. reforms-in 

Tand 1988. Judging from 
erformance indicators; the 
'hinese economy needs far 
nore than fine tuning for the 
socialist: market economy: to . 

‘ork, Three areas are particu- 
rucial:.the revitalisation 
he ailing state sector, match- 



















. prises incre -6.7% in the 
first ‘eight months of 1986,.but 
energy use increased by only 


EL es 
1985, the light-indus- 
r registered the high- 
g growth, with an” increase 
of: 12.7%. According to the 
Ministry of Light Industry, ex- . 























If you want to reach the world’s 
largest ARARE use the 
most powerful medium there. 

Television. . 

CBS Broadcast International 
makes advertising on China 
Central Television (CCTV) fast, 
easy and cost-efficient. 

For three years now, as the 
only U.S. television network in 
the market, CBS has consistent- 
ly delivered a special package 
of high quality programming 
to the vast viewing audience of 
China. What makes it 
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special is its broad scope—a 
variety of entertainment, news 
and sports, all broadcast on a 
regular basis. 

As a CCTV program spon- 
sor, your message will reach 
over 150 million viewers, 
including China's leaders and 
decision- makers in a package 





CBS BROADCAST INTERNATIONAL 











that includes 64 hours of total 
programming, 52 weeks a year. 

So why not take advantage of 
the same effective advertising 
environment that is helping to 
establish a positive identity for 
such companies as The Boeing 
Company, The Campbell Soup 
Company and DuPont China 
Limited. 

For more information, call 
CBS at (212) 975-3543 or telex 
662101 CBINY. Ask for Jayne 
Ferguson and find out why the 
best way to reach China is by air. 
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highest 







On. eros Be a 
While labour productivity and efficient use of inputs are 
to be improving in the industrial sector, profits, taxes 








ve working-capital loans) and inventory investment have 
fallen behind target. Much of this is due to the fact that sup- 
ply does not match demand. Products have not adapted to 
anging consumption pati 
ggish. Stockpiling is increasing, even as output is expand- 
g. This is most marked in the state firms, where total profit 
_and taxes fell by 0.2%. 
_ In addition, profitability is.down: in the light-industrial 
ector and in the textiles industry because of the higher prices 
at must be paid for agricultural and raw materials and 
hanges in foreign-exchange rates, particularly the apprecia- 
tion of the yen. "E t 
Agricultural production grew at 3.5%, but grain produc- 
ion only increased by 11.99 million tonnes. With a total yield 
f 391.09 million tonnes, grain production fell short of its 
targeted growth by 50%. Output of cotton dropped by 
14.6%, while the oil-bearing crop fell by mere 

















1 the past three decades and are expected to total US$5 bil- | 
paid, production costs, use of working capital (despite excës- ` 


erns and sales of many items are . 





On-tax revenues, In 
idies for grain and 







for: 
» The transformation of large- and medium-sized enter- 
prises into socialist commodity producers that assume sole 
responsibility for their balance-sheets. . 

> The further development of a commodity economy, the 
initiation and development of capital markets and labour 
markets and the gradual establishment of an open-market 
system, © fy S 

» The introduction and implementation of the management- 
responsibility system, thus replacing direct state control of 
enterprises with.a system of indirect control. 





As a first step in making enterprises responsible for their 
































7%. 

On the bright side, exports registered 
ignificant gains, rising to US$30.9 bil- 
lion, up 13:1% over the previous year, 

‘hile imports (US$42.9 billion) only in- 
reased by 1.6%. As a result, China’s 
‘ade deficit fell to US$11.97 billion, 
or from a record US$14 billion in 


_ Despite China’s intention to sell more 
industrial goods and electronic pro- 
ts abroad, their export value in 1986 
about US$2.2 billion out of a total es- 
mated US$5 billion. Nonetheless, this 
xport value is the highest in the past 
ree decades. Textiles — no longer 
nder the administration of the Ministry 
| Light Industry — were the major ex- 
Ort earner in the light-industrial sector, 
a value of US$6.5 billion. 
© pace of investment in capital con- f 
ction: has slowed considerably, but it A 
ill far too high. According to the State Statistics Bureaü, 
stment in fixed assets totalled Rmb 296.7 billion, 16.7% 
€ than in 1985, but below 1985’s 38.7% increase over: 


Tn 1986, state-owned enterprises invested more than Rmb 
billion in projects, allegedly for technical renovation, ex- 
eding the state plan by more than Rmb 18 billion. Of that 
unt, some Rmb 10 billion was used to finance the build- 
: of hotels, restaurants and other non-productive projects. 


t present, more than 100,000 projects are under con- 
struction, far beyond the number that can be accom- 
“A modated by the state’s economic and managerial 
pabilities. The result, according to Chinese economists, 
s been prolonged construction projects, less than antici- 
ed investment returns and loss of some key energy and 
ort projects, It has also had negative effects on the gov- 
nment’s overall control of the economy, structural reform 
ind steady economic development. 
Also outpacing targeted growth in 1986 were wages of 
1ese workers which averaged Rmb 1,332, 8.4% higher 
n in 1985 after price adjustments. Total pay, which in- 
ludes subsidies for meat and other non-staple foods reached: 
ib 166 billion, bringing the total rate of increase to 12.2%, 
ceeding the rate of increase for economic growth. 
spite overall gains.in productivity, the state budget will 
deficit of several billion renminbi in 1986, following a 
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profits and lo 









Continued efforts were made to wipe out the iron rice- 
bowl and the number of contract labourers reached 5.18 mil- 
lion, or about 4% of the total workforce, by end-1986, In an 
attempt to reduce the drain on the state budget by money- 
losing enterprises, some 2,900 small state-owned firms had 
been either leased or contracted out as of the end of the year. 
About half of these firms reported an increase of approxi- 
mately 20% in production, and profits over 1985. Peking set 
up a labour market which could become a model for similar 
innovations on a nationwide basis. 0 > ; 

Although the use of price levers to govern the consump- 
tion.of consumer goods was on the increase, poor distribu- 
tion networks continued to.be one of the major impediments 
to the development of a market ¢conor ‘the deci- 














ns in the pricing of capital g ods this year. 

The management-responsibility system was put in place in 
some 23,000 of the 54,000 state-owned industrial enterprises 
in 1986. The final version of ‘this system (all major reforms 
are first implemented. on a'trial basis) as announced in 
January is yet another compromise. The regulations stipu- 
late that the factory director —-and not, as was porn the 
case, the secretary of the factory's unit of the Chinese Com- 
munist Patty — is the sole director and legal representative of 
the enterprise and has the responsibility for the production, 
management andad) tration of the enterprise. 

But his authority could be constrained and possibly nul- 
lified by the powers now vested in the factory units of the All- 
China Federation of Unions, which may review the enter- 
prise’s plans.and make decisions on punishments, including 
dismissal, as well as incentives for individual workers and di- 
rectors.) oS Pod 

Fundamental to the successful implementation of the five- 
year plamis a genuine diminution of state control. Last-year |, 
saw: an increase in those sectors of the economy, operating 
-gely outside of the constraints of that control. Howeve 
th the bankruptcy law and the management-responsibili 
"system strengthen the ultimate authority of the state, while `. 
increasing the fiscal and managerial responsibility of enter- ` 
prise management. 






















increased is not clear. Conflicting signals abound. In agricul- 
tural reforms, for example, both market forces and more 
stringent state management will be used simultaneously. In- 
dividual state enterprises have just been given the right to set 
their own pay scales, provided the total wage bill does not ex- 








{© earthquakes and tremors in China and America,” US A 









At this juncture, the extent to which state control will be |. 





ceed the overall quota set by the state, Bu etary constraints - 
will probably result in an increase of unprofitable firms being 
leased or contracted to individuals. or cooperatives, thus 


lessening the control of the state over an increasingly impor- | 


tant sector of the economy. N 
Rhetoric aside, however, nothing has happened to date 
that indicates that China is about.to embark upon an abrupt . 
change in its economic policies. Controversial reforms, | 
: though, may well be postponed until the party congress in. 
September. ee 
Judging from statements by Chinese authorities, 1987 will. 
be a year of austerity while attempts are made to address. 
some of the fundamental problems now facing the Chinese. 
sconomy. According to Chinese Vice-Premier Tian Jiyun, > 
‘the task for economic work this year boils:down to a drive to 
“e inerease enterprises’ economic performance, reduce non-. 
key projects and non-production related expenditures and: 
concentrate on key projects.” Speaking at the same confer- 
ence; Minister of Finance Wang Binggian called for-an in- 


and a speeding up in the circulation of funds. a 
and energy output, the promotion of product-quality, the up- 
grading of raw-materials production based on the growth of | 
steel output, the construction of transportation and com- 
munication facilities, the expansion of export trade and 
tourism, scientific research and the improvement of living 
standards, particularly in the poor areas. 

For the longer term, it matters little if China’s leadership... 
` puts reforms, such as the further development of the stock- 
market, on hold. Indeed, given the level of development of 
China’s economy at present, one wonders if stockmarkets: 
are truly appropriate now. However, the economy could ulti- 

_ mately stagnate if the policymakers decide that it is possible 
to invigorate the economy while closing the door to intellec- 

tual activity in the name of adhering to the “four principles” 

~~ leadership of the party, socialism, dictatorship of the pro- 
| Jetariat and the primacy of Marxism-Leninism and: Mao 










« toric port call by US eh to aga 
itary staff, 


crease in cost efficiency, a reduction in material consumption || 


Emphasis will be placed.on increasing, grain production q 
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: FOREIGN RELATIONS n 
Sino-US links are 
solid despite 
occasional storms 


By Robert Delfs in Peking 
A decade and a half after the signing of the Shanghai-Cor 











_munique marking the first step in normalisation oi 
US relations, they have reached what US diplo 
describe as an impressive breadth, solidity and sturdiness 
“During the past 15 years we have weathered poli 












bassador Winston Lord said at a reception commemorati 
communique, “yet the successive leaders of both our na 
tions, who have profoundly disagreed among themselves on. 
other issues, have all seen it in the national interest to 
strengthen Sino-American relations.” 
"Two-way trade reached US$7.3 billion last year (more. 
than two-and-a-half times total Sino-Soviet trade), according 
to Chinese customs statistics, which do not include re-exports 
through Hongkong, and the US is China’s third most impor- 
_ tant trading partner after Japan and Hongkong. 
__Imaddition to trade and cultural ties, the militar 
ship between the two countries has also deepened, with 
ao last November, ¢ 
“tensive mutual visits by mi a US$550 million sale 
of radar and avionics for the Chinese F8 fighter signed last 
year, and more radio and radar equipment expected to be 
sold this year. 
~ ‘Analysts agree the events of early 1987 —- Hu Yaobang’ 
"forced resignation as party general secret tat 
‘ing of a domestic campaign against “bourg räli 
“—— do not appear to threaten these ties, which 
primarily on geopolitical considerations and mutual interest 
as it is termed by the Chinese. There is.general agreement 
among leaders of both sides of the current political struggle in 
China of the continuing need for technology and financial a 
‘sistance from the West. 
-China's foreign-policy establishment. primarily iberalin - 
orientation, and the more conservative military leaders bo 









































































wer over the past decade as the most sa 
development for Asia and the world. Looking ahead, 
Chinese leaders tend to see their northern neighbour as the 
competitor which poses the most serious potential threats to 
China in the next century, a consideration which underscores 
the importance of continuing US-China ties. 

But China’s recent political upheaval will inevitably affect 
certain dimensions of the Sino-US relationship. For the US, 
he resurgence of more orthodox Marxist forces within the 
eadership brings into question assumptions about China and 
its reforms that are part of the psychological underpinning of 
Washington’s pro-China position. 

The gradual and continuing advance of of economic re- 
rms in China.in the decade of Deng Xiaoping’s leadership 
d what appeared to be steady movement towards signifi- 
nt political reforms, have made it possible for a strongly 

communist US Government to view China as fun- 











arlier this 

















hardline conservatives, who have recently become much 
more politically prominent, tend to be more xenophobic and 
suspicious of Western countries than the reformists. 

Some of the key conservative leaders, including politburo 
member Chen Yun, head of the standing committee of the 
National People’s Congress Peng Zhen, as well as ideologists 
Hu Qiaomu and Deng Liqun, rarely meet visiting US politi- 
cal leaders or the Western press. : 





arnentally different from its pri- 
global antagonist, the 
fet Union, and its client- 
states around the world. 
As long as internal change in 
China continued in a liberalising 
direction, it was possible to ima- 
gine this process continuing inde- 
initely, and that its ultimate re- 
It could be a society whose eco- 
nomic and even political system 
approximated to the open and 
uralist societies of the West. 
Regardless of whether these 
assumptions were realistic or not, 
ey have been shared by a broad 
ctrum of the political elite in 
US and other Western coun- 
and contributed to a gener- 
ally sympathetic understanding 
| China. To the extent that ré- 
cent events in China undermine 
those assumptions, the political 
sensus behind pro-China 
policies may be weakened. 
 Atthe least, rightwing politi- 
| forces in the US leadership who 
ver accepted the theory of a 
ralising China in the first place, 
Hl be less restrained in criticising 
ina’s shortcomings in the areas of 
human rights and political freedom, 
and will be able to take a stronger line 
on Taiwan as well as on trade and 
ther bilateral issues which have been 
continuing sources of friction — but 
fundamental disagreement — be- 
een Peking and Washington. 
sen. Jesse Helms, a rigid anti-com- 
lunist, has objected for years to 
China’s penetration of US clothing 
d textiles markets, and now the 
nking minority member of the Se- 
nate Foreign Relations Committee has 
atroduced two resolutions in the US 
Congress. 
_ The ‘first, citing arrests. of demon- 
Strators in Shanghai, the purge-of Liu 
Binyan and Wang moven from the 
arty and the demotion of a former 
party propaganda chief, calls for the 
“current urgent situation on human 
ciw. the People’s Republic of 
a to be placed on the agenda of 





























































PHOTOS: AP. More troubling is the fact that 
the campaign against bourgeois 
liberalisation is specifically 
targeted against Western con- 
cepts of democracy and politic’ 
freedom, and prominent target 
of the campaign, such as former 
university vice-president Fang 
Lizhi, are accused of advocating 
“comprehensive Westernisation.” 
Student demonstrations last 
December, which triggered the 
downfall of Hu Yaobang and the 
| launching of the campaign, refer- 
| red explicitly, if occasionally im- 
precisely, to American-style poli- 
tical freedoms. ; 
Deng Xiaoping, in the year’s 
first central-committee docu- 
ment, pointedly rejected the 
applicability of such freedoms to 
China, criticising the “tripod”- 
style separation of powers of the 
US Government as the same as 
“three different governments.” 
A letter-raising questions about 
. Hu’s dismissal, signed by several 
hundred. Chinese students in the US 
has been the only public protest 
Py Chinese, over recent events .to 
ate. 


hina’s conservatives thus view 
( the. US as the international 

fountainhead of bourgeois 
liberalisation, and believe that 
the greater. exposure to the US 
is related to what they regard. 
as alarming. .ideological slackness 
among youth and particularly intellec- 
tuals. 
For “this reason, an important 
theme in the anti-bourgeois liberalisa- 
tion propaganda has been to explain 
differences between the standard of 
living in China and the US in terms of 
historical factors, rather than dif- 
ferent political systems. The Chinese 
media has recently taken pains to 
point out shortcomings- and problems 
in US society and the US political sys- 
tem. 





































Thus, the People’s Daily on.20 











January described how the economic 
















overall stability of Sino-US relations, though reiterating that 
problems remain, most importantly the question of Taiwan. 
© China insists that the US could do more to encourage the 
- nationalist government to agree to talks with the mainland, 
éading to eventual reunification. The possibility that the US 
uld- consider exercising such a mediating role, or that 
iwan would respond, appears more far-fetched than ever 
light of China’s new ideological campaign. DA 
ne positive note is the evident determination on both 
sides to minimise the fall-out from:the campaign and Hu’s 
_ | dismissal on bilateral relations. Chinese leaders have stress- 
_ | edthat the reform policies, including the open door, will con- 
“tinue. They have also studiously avoided directly linking 
- bourgeois liberalisation to cultural influences from any par- 
-4 ticularly foreign country. Cultural relations between the two 
- countries, which would seem an obvious potential target of 
the current campaign, remain normal and unaffected. US of- 
























China’s tilt towards orthodoxy posee potential prob- 
for Sino-US relations, it does not fol 
“will accrue to the other corner of the triangle, the Soviet 
|. Onion, despite efforts by the Soviets to.improve relations. 
Chinese officials express considerable. scepticism about 
the Soviet Union's peace offensive towards China, most im- 
| portantly Soviet leader Mikhail Gorbachov’s speech at Vla- 
divostok last July: Gorbachov:ant ‘his speech the 
` partial withdrawal of troops fr an 
_ |..golia, and said Moscow was prepared 
| rate lowering of the level of land forces 
China.” foe Ra 
Gorbachov also offered a concession € 
tries’ long-standing border dispute, sugg 
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of eight removed from Mongolia means little, Foreign Minis- 
ter Wu Xueqian told a reporter from’ West Germa / 
late February. f 

ven if there were significant Soviet movement in these 
two areas; Wu continued, the problem of Vietnam’s occupa- 
tion of Cambodia remains unsolved and is still the most im- 


= 


4 tons. o o o í $ 

|. Chinese: leaders are also concerned about the Soviet 
Union’s growing influence arid ‘presence in North Korea, 
| though officials insist that bilateral ties remain strong, and 
` | tactfully refuse to criticise the Kim dynasty’s blatant cult of 
“|. personality and unorthodox theory of Marxist succession. 
But relations with Pyongyang have suffered to some extent 
. | -due to growing trade and other indirect contacts between Pe- 
<o king and Seoul, while Soviet political and military links with 
“the North appear to be on the rise.“ i 


vitation to Premier Zhao Ziyan 
June during his trip to five East E 
sources, perhaps wary of a snub, deny that any direct invita: 
<i tion. has been issued, but note that an invitation extended to 


to‘stop off in Moscow in 










oreign Minister Igor Rogachev, is still alive. 





The official Chinese Government line continues to stress 


low that any benefit ; 
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By Charles Smith in Tokyo: - a 

sr what one trader calls the “crazy year” of 19 
“sanity returned to Japan-China. business rela 
“1986, though at some cost to Japan's share of C 
© global trade. 
» According to Japanese. cu 
. Japan’s surplus on bilateral trade 

nearly US$6 billion (described as u 

less a person than Deng Xiaoping) to 
ing a steep 18% fallin exports (to U 

offset by a 12% fall in imports (to US$! 

“China's Central Statistics Bureau 

most réliable of several’ conflicting 
' foreign trade, puts the defic 
“higher, at US$7.67 billion, alm 
clusion of goods transsh 








n TV in 


+ portant of the three obstacles to improved Sino-Soviet rela- 


“There has been no response to the rumours, attributed to. 
East European sources, that Gorbachov has extended an in- 


uropean countries. Soviet 


Zhao last year to visit the Soviet Union by Soviet Deputy 


rt figures. Howeve zl 
n's Ministry of Internation: 
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tren 
i-Japan tra as: hy,” in sharp contrast 
o the bitter comments made a year earlier. This clearly. does 
t mean that China accepts the current level of deficit with 
Japan as something that can be continued for the indefinite 
ture. Japanese sources claim, though, that China regards 
‘a certain level” of deficit as reasonable, given China’s status 
as a developing nation, dependent for its growth on imports 
of large amounts of capital equipment. Another reason for 
China’s change of mood could be the expectation that higher 
oll prices will further reduce Japan’s surplus. on bilateral 
rade during 1987. 
The shrinkage in exports that was the main feature of 1986 
trade with China, left Japan with a 28% share of China’s 
global imports as compared with the 33% stake achieved in 
_ 1985. But Japanese traders refuse to see this as a result of dis- 
crimination by Peking. Rather, according to Masaharu 
_ Hishida, a China specialist at the Japan External Trade Or- 
_ganisation, the change reflects China’s policy of severely cut- 
back on imports of non-essential consumer goods. 
in 1985 when China opened its doors to massive imports 
f cars, TV sets and other electronic consumer goods, Japan 


yk the lion’s share of orders. In the following year, the im- 
FOLEY. j 





























“after the country 








s from a given trading partner only 
erned has increased its purchases of 
China’s products, not at the same time. 

Analysts also point to China’s tight foreign-exchange po- 
sition as reason for caution with regard to imports. Peking’s 
foreign-exchange reserves in September 1986 stood at 
US$$10.37 billion, down from the mid-1984 peak of US$17 
billion, but analysts point out that only US$2.2 billion of this 
total were held by the state. The remaining US$8.1 billion 
worth were attributed to the Bank of China. 

Apart from doubts about China’s ability to finance a new 
round of imports from Japan, Tokyo analysts feel that politi- 
cal developments may dictate caution towards foreign-trade 
partners for some time to come, even if there is to be no re- 
versal of the “open-door” economic policy. 

The dismissal of Hu Yaobang as general secretary of the 
Chinese Communist Party on 16 January was followed by a 
rash of announcements of plant and capital-goods import 
contracts involving Japanese suppliers. But China watchers 
suspect that the contract.signatures may have been deliber- 
ately speeded up to reassure Japanese businessmen about 
events in China. Contacts between smaller Chinese import- 


ers and medium-sized Japanese suppliers appear to <ha 
l REUTE 


stostepupim 

















sition of severe import controls cut Japan’s car exports by 
7» and its TV exports by 86%. Sharply falling sales of 
inished products, though, were offset to some extent by in- 
reased shipments of parts as Chinese factory managers 
struggled to keep production lines working. 

< Thus, Japan shipped 33% more refrigerator components 
o China in 1986 than in the previous year while selling 70% 
fewer refrigerators. Similarly, parts for washing machines 
‘ose by 50%, while shipments of adsked machines fell by 80%. 















n the export side of the trade account, analysts in 
Tokyo point to the collapse of oil and oil-product 
, prices as the only significant reason for the shrinkage 
of Japanese purchases. Oil accounts for roughly half of 
apan’s imports from China (though for only 25% of China’s 
lobal exports), but falling prices cut US$1.2 billion off the 
value of oil imports in 1986, easily exceeding an increase of 
US$500 million in other exports. 

-> In addition to collapsing oil prices, China had to cope with 
weak markets in 1986 for nearly all the primary commodities 
it sells to Japan, but in most cases sharply increased shipment 
olumes made up for declines‘in value. Sales of raw cotton to 
apan, for example, were up by 8% in value during the year, 
üt by 45% in volume, indicating a steep fall in price per ton. 

_ Japan’s imports from China are expected to recover 
somewhat in 1986 if oil prices remain in the current range of 











been stalled since mid-January, owing to doubts on. both 
sides about future developments in Peking. wee 

Japanese investment in China in the form of joint ven- 
tures with Chinese partners shrank to almost half the 1985 
level in 1986, as China’s increasingly stringent demands for 
the earning of foreign exchange by foreign-manufacturing 
enterprises deterred companies from going ahead with pro- 
jects. In the current year, most observers expect this situa- 
tion to continue, but Miti — once distinctly cool towards 
China’s requests for more investment — does at least appear 
to have taken the problem to heart. Among measures to en- 
courage Japanese investment, the ministry is said to be think- 
ing of establishing a joint-invegtment promotion entity which 
could lend Japanese aid funds to small companies establish- 
ing ventures in China. 

Miti’s plan to include China in its Specified Trade Com- 
modity Export Programme, which provides special assist- 
ance to export industries in developing countries, is another 
sign that Japan at least pays lip service to the idea of helping 
China solve its foreign-trade problems. Despite this, China 
specialists in Tokyo feel it may take years for China to offer 
the kinds of export products to Japan that are now available 
from some of the Asian newly industrialised countries. Pro- 
moting economic relations with China-is seen.as a problem 
for the long term — despite the brief flowering which’made 
China Japan’s second largest trade partner in. 1985. > < 
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Reforms could 


in power shift 


By Robert Delfs in Peking 
U rban industrial reform in China stands. at a cross- 





roads, poised between retreating back to. primary 
o Sw reliance on Stalinist mandatory planning or risky ad- 
vance into fuller use of indirect market-based macro-econo- 
mic controls. i 1 
Since late 1984, when the party central committee ` 
adopted its revolutionary “decision” on urban reform, the 
debate over reforms has focused primarily on practical prob- 
lems of how andat what pace to expand the scope of market 
forces and incentives in the economy. But with the dismissal 
“Hu Yaobang from the post of party general secretary in 









within the party towards orthodox ideology, the question of 
defining the ultimate — 
goals of reform has 
once again been reopen- 
ed. 

The conservatives can- 
notat this time openly at- 
tack current policies. 
Economic reform and 
opening up to the outside 
world were adopted as 
the official policy of 
the communist party. Ac- 
cording to the doctrine 
of democratic centralism, 
no party member can | 
openly oppose party deci- 
sions, and the conserva- 
tive wing of the party 
is least likely to chal- 
lenge this doctrine. But 
criticism can be express- 
ed indirectly, through 








Huang Hua: for plain li 


lose momentum | 





..like a:radical step back from the comm 
| reformers remain on the political defensive and this 
uary and the accompanying shift in the balance of power . 


























‘basis of much of the recent 1 £ 
output expanded 11.1% in constant-value. 
otal of Rmb 1,115.7 billion (US$301.5 bt 
higher than the target rate of 8.8% , but a-welca) 
ling-off after the 18% increase of 1985, and China w 

to rebuild stockpiles of some key raw materials that 
een in short supply. Investment in fixed assets, though 
igher than desired, was substantially brought under contro} 
creasing by 16.7%. versus 38.7% in 1985 and 35% in 1984. 
> One cost of the slowdown, however — and the mostur 
gent problem facing China’s economic planners this year 
was a general decline in profits and mushrooming numbers o 
loss-making state enterprises. Total profits and taxes rem 
ted to the state by state-owned industrial firms slid do 
0.2% in real terms to Rmb.119.3 billion. . This has led toa se 
ous squeeze on the state budget, which ran a deficit of severa 
billion renminbi last year. In 1985, the growth in profit an 
tax revenues had been more than 14%. 

At the National Economic Work Conference in Jart 
reformist supporters of Premier and acting Party Ge 
Secretary Zhao Ziyang were able to ward off what look 
entto reform: T 







































will probably continue at least through the National P 
Congress session scheduled for late March, where Zhao. 
pected to makea t 
on the natiors eco 
and social developn 
_ The challenge to 
rent economic po 
posed by consery 
probably not intended 
achieve a complete ri 
sal of economic t 
already in place, 
there an 


















tral’ planning Der 
ed to something si 
to the Stalmist mod 
of a command econoom 
"| that prevailed. in. 
-i 1980s. The conse’ 


















euphemism and by ex- ne 
“1 ploiting ambiguities in the wording of the key reform docu- 
ments. : a 

Party leaders, particularly conservatives, have recently 
taken a more critical stance towards the economy, particu- 
larly excessively high levels of output growth and investment, 
and slogans emphasising the virtues of “plain living and ardu- 
ous struggle” have become prominent in the party-controlled 

ress. 


Hu’s dismissal at a meeting of members of the National Peo- 
ple’s Congress standing committee to deliberate reports by 
the state planning commission and Ministry of Finance: “We 
must pay attention to the planned part of the planned-com- 
modity economy, follow objective economic laws and not 
make a huge hue and cry,” said committee. vice-chairman 
Huang Hua. 

“We cannot totally negate mandatory planning and par- 
ticularly we cannot negate all. of the planned economy itself,” 
said standing committee member Xu Dixin, an adviser to the 
Chinese Academy of Social Sciences. “It is unrealistic to pro- 
mote high consumption and one-sided to say that high con- 
sumption can promote production” (REVIEW, 29 Jan.). 
Ironically, 1986 was a very healthy year for thë Chinese 











The first signs of this were: evident only a few days after a 









economy in many respects, a fact which underlines the politi- 





















opposition appears united, however, in its conce 
ultimate result of further comprehensive. reform cou 
an economy that is no longer, by their standards, $ 
ist. 

In the current ideological campaign, “bour 
sation” has been defined not only as. opposing or ne 
leadership of the party, but also in terms of nega 
ism and attempting to divert China fromthe socialist ro 

-wards-capitalism. 

To-say. that-reforms. work in strictly pragmatic terms 
not been enough so far. They must also be socialist, and. 
reformist leadership under Deng Xiaoping has to date su 
cessfully been able to justify the reforms ideologically by t 
defining the concept of socialism as an intermediate stage 
communism. 

The key element in this has been the argument the 
modity production (that is, the production of goods for: 
ket) remains the primary economic mode even dur 
socialist ‘stage. It is enough, say the reformisi 
sector retains a dominant role in the industri ne 
that land ownership, though not necessarily operational o 

trol, remains in collective hands. 
» The real threat to further reforms posed by this camp: 
is that the conservatives will succeed in re-narrowin 




























capitalism 


Structurally, 


ket economy coexist side-by-side. 
But in some respects, reform has 
already gone much further in 
“hina than it has in East European 
countries. 
Last year’s 11% rise iñ indus- 
trial-output value conceals signifi- 
nt differences in performance 
among the ownership sectors that 
make up China’s mixed economy, 
differences which are alarming to 
‘onservative elements in the 
leadership which fear over-exten- 
sion of the reforms. State-owned 
enterprises, accounting for about 





value, grew by only 6.2% last year, 
down by half from 1985. 

Collectively owned enterprises, 
representing about 30% of. total 
ndustrial output, gained 16.7%: 





sition of socialism, or make acon 
_reéforms will threaten the dominant role of the state-owned 
_sector. Particularly sensitive issues are changes in the owner- 
_ ship structure of state-owned enterprises and further reduc- 
on of the scope of mandatory planning. 

The fact that the Western press and other observers have 
also tended to interpret the reforms 


70% of total industrial-output -|7 





sing case that further 





























as a turning towards 


— dismissing the reformists insistence that China 
emains generically a socialist economy — is one measure of 
the potential strength of the conserva 
leadership instability and the resurgent stress on ideology. 

since the 1984 central committee decision, 
hina has already become what Chinese economists describe 
as a dual economy, in which elements of a planned and mar- 


tive position at a time of 





reduced 


about 18 million 
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growth was le | which expa by 
28.5%. Individually operated industrial enterprises grew 
even faster, with output value up 60.6% by value, but 
still accounts for less than 1% of total industrial-output 
value. 
The experience of last year suggests that collectives have 
continued to outperform the state sector even under condi- 
tions of declining overall economic growth, constriction of 
credit and shortage of raw materials. When such constraints 
are removed, the collectives tend to rebound. faster and 
farther than the state-owned enterprises. 


of enterprises operating almost exclusively under quasi- 
market conditions, consisting of rural collective indus- 
tries as well as collective and pri- 
vate transport and- commerce, 
both urban and rural. Under all 
conditions collectives appear more 
efficient in utilising investment 
funds and responding to both natu- 
ral and artificial shifts and disrup- 
tions in market conditions. 
In addition, many enterpri 
in the state-owned sector as w... 
operate simultaneously in two dif- 
ferent modes, with part of their 
production governed by mandat- 
ory plans using raw and inter- 
mediate materials obtained 
through state ‘allocation and the 
_ rest consisting of market produc- 
tion using materials purchased 
outside the plan. 
. The number of commodities 
subject to unified allocation by the 


T: collective sector now includes.a well-defined Strata 




















tities subject to allocation by the st e propo 


y > 
tion of total production actually allocated by the state using ~ 


fixed prices is surprisingly low — in 1985 only 50% of coal, 
57% of rolled steel, 31% of timber and 20% of cement, ac- 
cording to a study by Zhao Renwei, a Chinese Academy of 
Social Sciences economist, published in the journal Jingji 
Yanjiu (Economic Research) last September. 

“It is impossible to abandon the original system just like 
that,” Zhao concedes. But the increase in the volume of in- 
dustrial materials traded at floating or negotiated prices has 
made life more complex for state enterprises which operate 
in both the planned and market sectors. The existence of two 
different prices for the same goods has provided obvious in- 
centives for diversion of goods from the planned sector to the 
market, and makes it difficult or impossible for enterprises to 
compete on an equal footing under uniform market conditions. 
gone are four possibilities for the future, according to 

ao: 

» Switching back to centralisation and the old system. 
> Maintaining the current situation, keeping the dual econo- 
mic system as itis, with remedial measures to reduce friction 
between its planned and market components, 
» Bringing the ‘dual system to a rapid end through a swift 
ansition to a primarily market-based system using indirect 
„a Jacro-economic controls. 


» Treating the dual system as a stage in a gradual transition: -|i 


from the old system to the new. ; 

The first option, according to Zhao, cannot be ex- 
cluded — it is the simplest and easiest for the state to ope- 
rate, whereas operating under dual and interlocking market 
and planning systems is the most difficult and complex. Some 
of the techniques adopted to slow down economic growth last 
year constituted a return to reliance on the old system of 
mandatory controls, though this “should be kept within the 
bounds of necessity and not abused just because it is easy to 
carry out.” 
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In view of the difficulties of excessively high inves 
ment and growth rates encountered in 1984 and 1985, £n 
believes that advocates of rapid transition may have unde: 
estimated the costs to be paid in the course of economic 
form in the absence of mature mechanisms or Macro-economie 
control. 

The third option, of gradual transition to fullrelianceo 
direct macro-economic controls under essentially market con: 
ditions, probably now represents the preferred choice of mosto) 
those leaders who have here beenreferredto asthe reform 

Concretely, this would require a commitment | 
thorough-going implementation of the factory-director 
sponsibility system, substantial reforms in finance and ban 
ing, a political consensus on modifying the ownership stru 
ture of state-owned enterprises, plus a commitment to stead: 
progress in price reform, though the implementation oft 
measures could be spread out over a number of yea 
even a decade. The prospects that this programme will 
ambiguously endorsed at the party congress (now sch 
for October this year), however, have declined dramati 
in the past few weeks. 

Zhao’s second option — sustaining approximately th 
current mix of planning and market forces as a goal in it 
self, rather than viewing it as a transitional stage —~ is 8 
body’s ideal choice. But this course can be defended 
terms of the 1984 compromise. position on socialisnr a 
“planned-commodity economy,” and may be acceptab: 
those in the party leadership who seek to retain as mu 
the old planning system as is consistent with high econor 
performance. 

In the current political climate, an agreement that the ee 
nomic system be maintained in its current form may be th 
most that the reformist forces can hope to achieve betwee) 
now and the upcoming party congress. But once the momen» 
tum of reform is lost, it may be years before it is regained. 












y Ellen Salem in Hongkong 
J nless effective reforms are put in place over the next 





igh, 1986's results are below target and are the lowest since 
981, when economic readjustment had a recessionary im- 


act,as it-did in the first half of 1986, 
_ Also, as in 1981, the state budget INDUSTRIAL aN 
OUTPUT 


red a deficit. in 1986. In both 
, the deficit primarily was at- | , 
able to a fall in the profits of | 2% 
sector, Some 17% of all en- 
es are now operating in the 
and losses in the first half of 
986 totalled about Rmb 2 billion | 40. 
$3537.34 million), compared with Collective 
85 full year’s losses of Rmb 2.7 bil- 

































Much of this loss was caused by 
jor sales. According to a survey 
ucted by. the Economic Daily, 
official Chinese-language news- 
er published in Peking, about 
b 40 billion had been tied up in 
ckpiling in large- and medium- 
ed state-owned enterprises. The sources: Otci statisties and REVIEW eatmates 
oblem. of excess inventory was particularly severe in the 



















ar. Stockpiled rubber products increased by 82% and 
al goods by 55.3% oe 
n the ‘state-owned. light-industrial 
Or,- excess inventory had increased 
30.6% by the end-of the third quar- 
tockpiles of consumer electronics | 
re up 76.4%, while unsold consumer 
urables —— except for- refrigerators 
oes increases ranging from 50- 
O, 
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_ Part of the malaise of the state sectoris 
ue: to. factors intrinsic in China’s still- 
Iving: transformation into a socialist 
arket economy. But the way it is cur- 
tly organised and administered, the 
y sector can only slow down China’s 
evelopment if that development is to be 
i accord with the goals set by the Seventh 
ive-Year Plans < eect ; 
The problem of supply not meeting 
nging and increasingly. sophisticated 
mands is not unique to the state-owned || 
ector, though it is more pronounced - | 
re. State-owned enterprises’ reactions . 
market forces are constrained by the 
ictates of ie ee 
cal innovation, for example, isnot instep [__—_—— PPTI AEREN 
with China’s overall development < (nanan eecirical piant: poor planning. 







































over previous year) 













problem of overstaffing involves too many peo- 
ple.in non-production positions, and not having enough for 























‘sion’ of the. contract-labour ` system 
; beyond its present 4% of the total work- 








aluc ofnew | 
failure 


several years, the state-owned sector could become b article published in Hongkong in the journal of the American 
www China’s albatross. Last year, that sector’s growth, | Chamber of Commerce, Cao notes: “All plans to import tech- 
‘hich accounts for about 70% of industrial output, fell to | nology are planned, approved and 

While the 12.9% growth registered in 1985 was too | Yet when these plans are carried out, they turn out to be no 


governed by regulations. 


different from a planless mess.” - 
Poor plans, poor communication, 
intra-departmental rivalries and pro- 
vincial protectionism are worsen¢ 
by layer upon layer of local, provii 
cial and. national. authorities that 
supervise state-owned enterprises. 
Lack. of coordination aside, admini- 
stration is expensive. , 
In Harbin, one of 10 cities that 
-have.cut back on the number of ad- 
ministrative companies (depart- 
ments which liaise between factories 
and various government bureaux), 
enterprises reported a 65% cut in 
management expenses, Similar cut- 
| backs have been initiated in Shang- 
hai. In the absence of many adminis- 
trative bureaux, enterprises now 
have more freedom to decide. how 
their goods will be produced and 










REVIEWGRAPHEy Andy Tang. marketed, 
Nonetheless, problems’ of overstaffing and overlapping 
vy industrial sector, where stockpiling in the first three | still exist in most enterprises. According to the Economic 
arters of the year was 40.1% over the beginning of the: | - Daily: “The 








production-related jobs.” In the Peking 
Crane Factory 22% of the 3,200 workersare = 
cadres andina Shanghaicomputer factory _ 
cadres account for41.9% of the workforce. 

Overall, it is estimated that surplus 












| personnel account for about 15-20% of 


the total workforce in state enterprises, 
presumably without dealing with the 


problem of cadres. Based on that esti- 








mate,.some 10-12 million people ‘will 


| heed to seek.new employment between 





1987 and 1990. i 

While the contract-labour system has 
been put ig place with the ultimate aim of 
addressing not-only the problem of the 
“iron ricebow!” but labour mobility as 
well, a number of issues must be ironed 
out if the state sector is to rationalise its 
labour force in the near future. Expan- 





force is difficult given the lack of a labour 
market and unemployment. insurance, 
plus the present policy of ‘restricted 
labour mobility, These factors limit the 
factory directo s ability to hire and fire in 
accord with the needs of hi i 















Some | 
been made, Approximately 2 nc unprolital 
— state-owned firms have been leased or contracted out. 
factory-manager responsibility system has been put inp 
in 43% of all state enterprises. But apart from the constrai 
placed on managers by the powers vested in the worke: 
congresses, they themselves still form an integral partolt 
state system in terms of much of its funding, plans and quotas. 
In effect, until the enterprise and bankruptcy laws are i 
plemented, state enterprises are in a sort of jurisdictional a 
administrative limbo. In-addition, failure to enact an enter 
: prise law makes it impossible to proceed on anything othe 
than a provisional basis with ihe proposed joint-shareholdin: 
system, This system if unfettered could go along way inte 
of transforming individual units into relatively autonomo 
productive units. 
Even given the present political climate, it is foolhardy 
say that reforms in this direction will be put on hold or eves 
over-cossetted. If there is any message in this year’s econo- abandoned. Revitalisation of the state sector is a priori 
mic indicators it is that those sectors of the economy that | the central government, but one must doubt that the m 
must — in the Chinese context — fend for themselves are the | sures taken to date — including the ture of mereased wag 
most productive and bonuses — are sufficient to reverse the present trend. Gy 











This Chinese compass illustrates that 
China Hotel is focated in the cantre of 
everything in Guangzhou, 
f you're travelling to Guangzhou you can't be more 
conveniently located than at the China Hotel. {t's 
immediately opposite the Guangzhou Foreign Trade 
Centre, just five minutes from the Guangzhou Railway Station, 
twelve.minutes from the airport and only twenty five minutes 
from the Guangzhou/Hong Kong Ferry Pier. When you arrive dn 
Guangzhou whether it be by air, rall or sea you'll pemet by a 
hotel representative and you'll travel to. the hotel in the air 
conditioned comfort of one of the hotel's Mercedes Benz 
limousines. 
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ake too strong demands upon it. 


y Stephen Dowdle in Hongkong 









ling quantity and quality of agricultural land. 


erage 4.8% a year and reach- 
d- æ record 407 million ton- 
es. in 1984. Rural reforms im- 


he soil is the mother of mankind and it will furnish him life | 
ind the material basis for happiness and comfort if he does not 


(Geography of the Soils of China, Thorp, 1936) 


Whe grain harvest in 1986 was China’s second largest in 
history, yet due to a growing awareness that future 
growth in grain production will be more difficult to 
ure than many had realised, there was little opportunity 
self-congratulation. Concern over grain production, a 
ighly sensitive issue in China, has prompted public debates 
r agricultural policies, incentives and inputs, and the de- 


_ During the period 1978-84, grain production increased an 








0% when grain con- 
tracts are signed, and provide 60 kg of fertiliser and 30 kg of 
diesel oil at subsidised prices to farmers who contract to grow 
grain, eo 
Much concern and critical comment has centred on the in- 
creasing preference of farmers to grow more profitable cash 
crops, presumably at the expense of producing grain for sale 
| to the state. Declining grain area is repeatedly cited by con- 
servatives to. imply a “spiritual pollution” of farmers: Tt 
should be noted, however, that the same forces which led to 
diversification of China’s agriculture also led to record grain 
| harvests, despite declining grain area. The dismantling of the 
people’s communes and the return to family farming. . 
coupled with vastly improved supplies of inputs resulted i 
impressive gains in yields. i ae 
From 1979-84, the area sown to grain shrunk by more than 
6 million ha, yet grain production increased by 22.6% due to 
a 29.6% increase in per unit area yields. This was made pos- 
sible because of economic incen- 
tives to: produce improved sup- 












































lemented by Premier Zhao 
iyang were an indisputable suc- 
s as evidenced by peasants’ in- 
easing productivity, expanding 
‘al enterprises and industries, 
ng rural incomes and record 
arvests in an encouraging variety 
| grain and cash crops, China’s 
al of 425-450 million tonnes of 
n by 1990 seemed within easy 





plies of seeds, pesticides and fer- 
tilisers (consumption of chemical 
“ fertilisers increased by more than 
60% during this period) and sev- 
eral years of unusually favourable 
weather conditions. 

- The experience in 1986 illus- 
trates that a danger inherent in 
constantly juxtaposing grain and 
cash crops is that attention can 
© be diverted away from recognis- 

ing and resolving issues directly 












sp. 
Then 





came the poor harvest of 


affecting yields and production. 










a, 7% decline in grain 
tion —- brought on in part 
W pricing policies. aimed 
reducing the enormous agri- 
ral subsidy and the simul- 
eous challenge by conserva- 
s voicing concern over the 
cacy of relying on market 
es tO guarantee adequate 















(left scale) vo 


In Hunan province, for example, 
local ‘cadres and farmers duti- 
fully responded. to resurrected 
thetoric, such as “taking grain. 
as the key link,” and expanded - 
prain area by more than 2% over: 
985.. Nevertheless, grain out- 
put. and yields declined by 9% 
and 11% respectively: Not coinci- 


Total area 
{right scale) 








n production. Stagnant 
thin grain production has be- 






dentally, there appeared several 
reports.in the Hunan Daily com-: 

















ie a powerful focal point for 
rvatives discontented over acres 
‘ket-oriented reforms and the diminution of central con- 


Vieasures were introduced during 1986 to encourage 


ed grain the state would purchase (allowing farmers 
re On the free-market at higher prices); raising the 
ice of grain (the price at which the government would 
chase above-contract amounts);-and providing subsidised 
iliser, pesticides'and seeds to farmers who contract to 
row grain. In addition, administrative pressure was in- 
eased by urging local cadres to give greater attention to the 
uidance plans” on sown-area and production targets which 
are passed down through administrative channels. 
The results of these efforts. were disappointing. The 
licies succeeded in reversing the decline in the area sown to 
n, a trend since the late 1970s. However, the policies 








ners to grow grain and included reducing the amount of ` 


plaining about shortages of chemi- 
“REMEWDIAuHAMbyany fang Cal fertilisers, especially potash. 
The issue of inputs is likely to. be a deciding factor in whe- 
ther China meets ‘its.grain targets this year and.in future 
years. As it is impossible to greatly increase the area under 
cultivation, the focus shouldbe on raising yields. This is evi- 
dent in the report China in the Year 2000, prepared by the 
State Council and the Chinese Academy of Social Sciences at 
the end of 1985. According to the report, the area sown to 
grains is expected to decline by about 20.million ha from 
1980-2000, while grain output is expected to exceed 500 mil- 
lion tonnes in 2000. In order to meet these targets and main-. 
tain a grain availability of 400 kg per person, grain yields will 
have to nearly double from 2.74 tonnes per hain 1980 to 5.3 
tonnes in 2000. This presents an enormous challenge to 
Chinese agriculture which is already producing at relatively 
high-yieldleveis. ie 
Investment in rural areas wi 



























cash for their work. 

Stable growth in grain production willdepend on the gov- 
ernment’s ability to provide economic incentives and proper 
inputs for China’s intensive agriculture. With the masses of 
China’s rural: inhabitants carefully considering every option 
available to them to maximise their earning potential, grow- 
ing grain is in competition with more profitable crops and 
other activities, such as working in rural industries, construc- 
tion, transportation, fish breeding, etc. The list is limited 
only by one’s imagination. Recently, a farmer in Wuhan who 
became rich by raising scorpions was elevated to the status of 
“model farmer.” ; 

The. government. continues to control retail prices of |“ 

basic-food commodities. Although there is concern over in- 

“creasing subsidies, passing higher costs.onto consumers is at 






















stimated that imports of ui 
already contracted for 1987 

























itically controversial option. It is not.cle 
he government will make grain truly compe 
ops. The ability to affect farmers’ income by ` 
rement prices appears to be on the wane. In 
eople’s Daily in November last year, a re- |, 
m the State Administration for Commodity |. 
stimated that farmers now get only 52% of their extra’ 
rom price rises, compared to 92% in 1979. This has - 
E atest impact on grain production. Increasingly, grain 
-i is being produced for self-consumption instead of for the na- 
_ | tion as a whole because grain sales are not sufficiently lucra- |: 
<h tive. es Me 7 
In 1985 and 1986, the relationship between the price of in- : 
| puts and the price the farmers received for their output-.de- | 
~ teriorated, much to the disadvantage of the farmers, The | 
“prices of ru i ttilisers 
















l-oriented industrial goods, especially fe 
¿and insecticides, increased sharply, thereb ely negating | | 
_ the financial benefits of the state’s abolition of its monopoly | 










‘| on farm produce. 
ci Imorder to. bring about stable growth in grain yields, the | 
|} government must address a major impediment to increased 
< l yields-— assured availability of high-quality chemical fertilis- 
| ers. In 1987, farmers with grain contracts will be allocated’60 
+ kg of nitrogen fertiliser and'30: kg of diesel oil at subsidised 
prices for every tonne of grain, Similar policies were tried-in 
986, but were not consistently implemented because local 
„governments were expected to finance the subsidies. Also, ., 
“ with black-market prices soaring as much as 200% of the’ 
price set by the state, it was a particularly difficult environ- 
ment in which to expect local governments. to subsidise 
prices, ‘This year, the central government will assume more 


financial responsibility. 
n1986, the situation regarding fertiliser in the countryside 
| reached crisis proportions. There were several reports in. 
newspapers:about peasants halting fertiliser-laden trucks: | 
and demanding to purchase the fertiliser. In 1985, domestic 
production of chemical fertiliser was:down 9.5% against 
1984, and production in 1986 did not pick up until the second. 
‘half. Total production in 1986 is estimated to be only slightly 
|. above 1985 levels. Coupled with declining production was a‘ 
-dramatic reduction-in imports. Imports of chemical fertilisers 
cin 1985 were 17% lower than 1984, and for the first three 
oe ‘of 1986. were 47% lower than the same period in 
1985. i po 
As anxiety over grain production heightened, the govern- 
¿ment reacted to ease the severe shortages by adjusting pric- 
ing policies and stepping up imports. Fertiliser factories will 
“| be allowed to adjust prices seasonally. During the past two. 
. years, fertiliser factories had no profit incentive to expal 
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- The China Seminar 
October 25-31, 1987 
Beijing/Shanghai, China 
The China Seminar is designed for U.S. executi 
the U.S. or abroad, interested in the strategit 
distinctive and difficult China market. Discus 
upon the major policy: developm Fectmg 
for trade and investment in China 
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cen 
crop yields and higher cropping intensification which re- 
sin more nutrients.being removed from the soil. As a re- 
‘the efficiency of nitrogen fertilisers and their ability to 
crease yields has declined. 

In China, the imbalance between nitrogen and potassium 
particularly serious and requires attention. Last July, the 
People’s Daily reported that for the first half of 1986 only 
% of the total demand of potash had been provided. 
ina’s agronomists recognise this acute imbalance and have 
begun to educate farmers about the importance of using a 
proper balance of chemical fertilis- 
$: In Guangxi province, for exam- 
ple, agronomists from the Academy 
f Agriculture Sciences conducted 
n extensive demonstration .pro- 
ramme on farmers’ fields in six 
counties on several crops. The re- 
Its of this programme demonstrat- 
2d the potential for increasing yields 
applying potash along with nitro- 
en and phosphorus. Rice yields in- 
teased by an average of 20% , while 

af yields rose by an average 38%. 
In. Liujiang county, Guangxi, 
m 1970-79 the application of 
litrogen increased four-fold, yet 

ids increased only 34.6% over the 
-year period. In 1981, potash was 
ied to 670 ha of paddy rice, re- 
ng in a yield increase of 47.4%. in 
one year. This year similar 
onstration programmes are 
implemented in’ Sichuan, 
an, Jiangxi and Hubei. 

With different ministries involved 
the production, transport, distri- 












_ THE PRODUCTION SLOWDOWN 
: (% change) 


1 Gross output value of: 


Source: Based on official statistics & Review estimates. 
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isruptions in the 

„ and better coordination or 

revised roles among the numerous organisations involved 

with fertilisers will be necessary to serve the farmers prop- 
erly, s 

In 1987, it is not yet clear whether proper inputs will 
be available and whether the incentives to use them will 
be adequate to increase- grain yields significantly. The 
Ministry of Agriculture, Animal Husbandry .and Fishery 
is fully aware that it is impossible to greatly expand the 
area under cultivation and that the pressing task is to take 
measures that will lead to higher yields. Clearly, there 
is an urgent need to guarantee farmers a steady supply of 

high-quality inputs to support the 
modernisation of China's agricul- 
ture. ; 

Grain production is taken seri- 
ously in China, as it should be in a 
country with an enormous popula- 
tion growing at approximately 1% 
(10 million) annually and with äp- 
proximately 0,1 ha of arable land per 
person, It will be important for th 
continuation of reforms begun iu 
1979 to analyse and: understand. the 
underlying reasons behind stagnat- 
ing grain production. It is imperative 
that those concerned primarily with 
political: movements realise the im- 
portance of ‘solving the technical 
shortcomings: that exist in the ag- 
ricultural sector) o 0 75 

The importance of taking correc- 
tive measures and reigniting growth 
cannot: be overstated. As events*in 
recent years and months can testify, 
political stability:in China ‘has no 
stronger ally than stable grain pro- 
REVIEWDIAGRAMBy Andy tang GUCTION. Oo 








































A policy marked 
by erratic 















Louise do Rosario in Hongkong 


hina’s market of 1 billion people is easily the most 
volatile’and unpredictable in the region. The en- 
thusiasm with which China went on a buying spree in 
984. and the severity with which the authorities clamped 
lown on imports in the middle of the following year, is just 
he most recent example of erratic.twists and turns in policy. 
hina. traders.have reached different conclusions about 
nature of.this market, which is shaped by more complex 
stors than just supply and demand. Japanese traders, who 
ave done more extensive research.on the China market than 
hers, trace a two-year (some say three-year) boom-bust 
siness cycle. Small businessmen in. Hongkong, well known 
r their smart, but sometimes dubious, business deals with 
ir mainland cousins, believe business opportunities are al- 
s there, given the right timing and connections. 
Vhatever their marketing Strategy, most traders will find 











the market more difficult to crack this year. The recent politi- 
cal upheavals will make already cautious Chinese bureau- 
crats even more hesitant about committing themselves to 
major business deals with foreigners. There is:also the prob- 
lem of the US$12 billion trade deficit (customs figures) at. 
end-1986 — a level still too large for conservative planners. © 

China’s challenge lies in narrowing the politically sensi- 
tive deficit to a more acceptable level by. further squeezing 
imports and pushing.exports. To this end, China had a rela- 
tively successful year in 1986.as the merchandise-trade deficit 
narrowed from US$14.9 billion. to:US$12 billion, according 
to Chinese customs authorities. The Ministry of Foreign Eco- 
nomic Relations and Trade (Mofert) said the deficit nar- 
rowed from US$7.61 billion to US$5.76 billion. (The two 
bodies have different methods of calculation for imports: and 
exports, but customs figures are-generally regarded to: be 
more accurate.) 

But more hard work is needed if the deficit is to shrink to 
US$7 billion by 1990, as predicted in the Seventh Five-Year 
Plan (1986-90). To finance its trading, China is already bor- 
rowing more in the international market, ina radical depar- 
ture from its traditional conservative financial policy. IMF 
figures, available through’ diplomatic sources, estimate 
China’s foreign debts to have doubled from US$9.6 billionin 
1983 to US$20 billion in 1985. 

To promote exports, Peking has come up with more in- 
centives, such as tax rebates, lower export tariffs and higher 
foreign-exchange retention for factories.’ To reduce imports, 
Peking imposed.an. overnight -ban on popular consumer 
goods, a credit squeeze and a strict licensing system: There is 












withthe Netherdan s. 


Rabobank Nederland, with 
offices in Singapore, Hong Kong and 
Jakarta, pro ides a personal service. 
to companies with trade relations in 
the Netherlands. 


Rabobank is an “AAA”-rated 
Dutch cooperative banking 
institution with total assets of 
USS. $ 65 billion. It ranks among the 
largest banks in the world. 
























Rabobank - with 2300 offices in 
the Netherlands - derives its strength | 
mainly from its dominant position in i 
the domestic market, especially in 
Dutch agriculture and agribusiness. 


x Rabobanks deep involvementin 
these particular sectors of the 
Netherlands - the world’s second 
largest agricultural exporter - 
provides a sound knowledge of inter- | 
national financing. 


















So, when considering a bank to | 

introduce you to the Netherlands, or viene gees 
Rembrandt country is Rabobank country. TI he country where traditions 
elsewhere in the world, my oe | excellence continue to flourish. 


consider Rabobank. 
Member of the Unico Banking Group. eee Singapore Branch Hong Kong Representative Jakarta Representative 

= $ : non 50 Raffles Place 30-01 2 Exchange Square 16/F The Landmark Cenize 
Shell Tower 8 Connaught Place, Central 16th Floor Suite 1605 
Singapore 0104 Hong Kong Jalan Jenderal Sudirman Kav: 3 
Republic of Singapore Telephone: + 8525263249 Jakarta 12910 Indonesia 
Telephone: + 652259896 Telex: 80556 Telephone: + GISTEL 
Telex: 42479 Telex: 47534 



























Rabobank (as! 


Rembrandt country is Rabobank country. 






i 8 492) CH Uteecks, the Netherlands. Telex 40200. New York, London, Paris, Antwerp, Curacao, ADCA-BANK Praak pit 
sorta’, Croeselaan Fs ee" = serene 
Nederland, 
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Ford New Holland. 
The growing force 
in agricultural 
equipment 
Advanced agricultural 
machinery from 

Ford New Holland can 
help your nation enjoy 
continued progress 

in reaching future 
agricultural needs. 

The Ford New Holland 
product range includes 
a broad selection 
of specialized farm 
equipment. 

Over 60 basic models of 
Ford tractors are available, 
including everything from 
compact tractors to massive 
four-wheel drive models. 
Special variants are 
available for unique 
applications such as rice, 
tobacco, horticulture and 
orchards. 

Tens of thousands of 
farmers use New Holland 
combines to harvest 
their crops quickly and 
efficiently. New Holland 
hay and forage equipment 
includes mower- 
conditioners, balers 
and forage harvesters. 
Skid-steer loaders, grinder- 
mixers and manure 
spreaders are also widely 
used to produce quality 
feedstuffs for livestock 
operations. 

Ford tractors offer 
farmers a choice of 
sophisticated performance 
features. Yet they are 

designed to be simple to 


and havea Proven record for 
reliability, New Holland 
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operate, simple to maintain, - 










































for high productivity. 

Ford New Holland also 
understands the vital 
need for service. That’s 
why you can count on a 
fast, reliable supply of 
replacement parts through 
Ford New Holland parts 
distribution centers. 
Extensive product training 
is also available to 
Ford New Holland users, 
including informative films 
and videos. 

Ford New Holland is 
affiliated with Ford Motor 
Company, one of the 
world’s largest and most 
successful corporations. 
Over the years such 
important innovations as 
the first affordable, mass- 
produced farm tractor, the 
first automatic hay baling 
system, and the first self- 
propelled combine 
harvester in Europe have 
carried the Ford or 
New Holland name. 

Today, our expertise is 
being applied to produce 
some of the world’s most 
technologically advanced 
yet robust farm equipment, 

Ford New Holland is 
accustomed to workine 
in close cooperati: 
Governmental / 
and Agricultura 
Ministries. 
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The Karakoram Highway 


symbol of achievement 
A bond of friendship 


The world stands in awe of a great 
acheivement : the 776-mile Karakoram 
Highway. It rises to a height of 16,000 ft. 
at the Khunjerab Pass. Tobecome the 
highest all-weather road in the world. To 
link the People’s Republic of China with 
Pakistan. 

For 20 years, the people of Pakistan and 
China laboured together to build this 
highway. Putting in it their courage, 
ingenuity and enterprise. Cementing it with 
friendship and harmony. Making it a symbol 
of understanding and goodwill between the 
two countries. 


It was in the same spirit of friendship that 
Pakistan International introduced the first 
commercial air link to China, over two 
decades ago. Though many others have 
followed since, Pakistan International 
remains the first choice to Beijing. With a 
choice of quick and convenient flights every 
week from Pakistan. Fly with the pioneering 
people of Pakistan International to China. 


-PIA 


Pakistan international 





ISTANBUL, JEDDAH, KATHMANDU, KUALA LUMPUR, KUWAIT, LONDON, MANILA, MOSCOW, MUSCAT, NAIROBI, NEW YOR 


FLYING TO: ABU DHABI, AMMAN, AMSTERDAM, ATHENS, BAGHDAD, BAHRAIN, BANGKOK, BEIJING, BOMBAY 
CAIRO, COLOMBO, COPENHAGEN, DAMASCUS, DELHI, DHAHRAN, DHAKA, DOHA, DUBAI, FRANKFURT, 
K, 


PARIS, RIYADH, ROME, SANA'A, SINGAPORE, TEHRAN, TOKYO, TRIPOLI and 31 destinations within Pakistan 
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Shenzhen and Hainan Island (once exempte fo 

ce yroducts) to make great profits by importing popula 

consumer goods. a 

“Import and export licences, once widely used until they 
were swept aside during the 1984-85 buying sprec, have re- 
emerged as a powerful weapon to control the movement of 
goods. For vital goods, the licences are in the hands of Pe- 
king-based Mofert officials; others are issued by local au- 
thorities and Mofert’s provincial branches. The customs act 
as the final gatekeeper to ensure that goods obtain the neces- 
sary approval before leaving or entering the country. 

In the current belt-tightening process, China’s foreign- 
trade system has been recentralised again and Mofert 
emerges as the real winner. Since — 
debate on the restructuring of the 
‘trading system began a few years 
ago, Mofert has always been on the 
defensive. Reformers envisioned ` 

: decentralising the traditional cen- 




















trally. planned trading structure, thus 
transforming Mofert into a supervis- 
ory body devoid of actual trading 
power. Developments in that direc- 
: in recent years have already 
eroded some of Mofert’s power” 
base, with non-Mofert enterprises 
joining the once-exclusive foreign- 
trade game. 
The past few years’ experience, 
however, has indicated that when- 
ever there is a decentralisation of 
trading power, it always leads to 
confusion, speculation, cut-throat 
prices and a heavy drain on foreign 
exchange. Inevitably, a chaotic 





















































until a year later that exports | tocateh up wit 
orts. Exports and imports grew 13.1% and 1.6% resp 
tively in 1986. If oil losses are discounted, the growth is eve 
more impressive when compared to the average perceniag 
growth for exports. 

Falling oil and other commodity prices have been a bl 
ing in disguise because they forced China to exportu 
manufactured and non-primary products. Textiles h 
overtaken oil as the leading export, contributing USS6.5 
lion, or one-quarter of China’s exports. Other manufac 
exports, namely electronics (105% up from the 1985 leve 
and electrical machinery (40% up), also registered imp: 


sive increases. Non-merchandi 
CHINA’S 


goods and services (notably t 
FOREIGN 





labour anid technology exports 
grew 10% to US$5.6 billion, > 
A further testimonial torC 
successful rural reform i 
ports of agricultur 
other. foodstuffs: whic 
big increase: last. year 
aquatic products an 
40% and 60% ing y respe 
tively). Cotton, an import item a 
reaR as 1982, coni 
US$500 million invexports. C is 
now the world’s second-largest cot 
ton exporter. 


n the import side, the pict 
O: mixed. TV sets and moto 

“vehicles, which togethe 
counted for 16% of China's impo 
in 1985, dropped to negligible lev 
With the clampdown on capital ¢ 





period would be followed by a 
clampdown on illicit trading com- 
panies, a foreign-exchange freeze 
and a resultant depression. 

In reforming its foreign-trade machinery, China has for 
years tried to strike the right balance ‘between the two ex- 
iremes of chaotic decentralisation and rigid central control. 
The pendulum is currently tilted towards the latter — and 
Mofert, the machinery and the symbol of centrally directed 
trading, is making a strong comeback. 

There has been a clean up of so-called briefcase com- 
panies, which at one stage completely outcompeted well- 
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stablished national firms in the trading of certain pro- 





. jucts, known commonly as „= 
parallel goods. Mofert has | 
. also regained a monopoly in 
the trading of certain pro- 
‘ducts. 
“Thomas Chan, an eco- 
nomist.at_ the University 
of Hongkong (Centre of 
Asian’ Studies), describes 
China’s current foreign- 
trade system as “a combina- 
tion set-up,” with Mofert 
‘and «non-Mofert : interest 
groups sharing the pie. As a 
general rule, provinces 
notth of the Yangtze river 
and in remote inland areas 
are within Mofert’s orbit of 
influence, while those in the 
south and along the coast 
are more independent be- 
“cause of their better con- 
nections with the outside 
_ world. 




















‘Shanghai textiles: exports soar. 





82. BS 
< Source: Customs Statistics via State Statistical Bureau. 


- a 50% increase to US$4.45 billion last year. Contracts 








































i a 
4 685 ael struction, imports of cement, 
per and copper alloy, alumi 
revewcraph yen: and alloy, and other ra 
for construction, fell as much as 50%. Steel, wh p 
for 29% of all imports in 1985, also had a bad year as 
of full inventories stockpiled during the period of spi 
imports and earlier local production. Domestice steel p 
have plummeted to new low levels. 
Certain imports, such as chemical fertilisers, compo: 
and machinery, however, continue to enjoy good sales. 
ports of technology and equipment are still going strong 





US$8.38 
concluded 
them energy re 
nanced by: cone 
loans. 
Im the short to me 
term, the foreign-exct 
will continue to be 
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trade: In February this ye 
‘Chen Muhua, presid 
“the People’s Bank of 
(PBoC, the central ban! 
said at a Nanning mee 
k for PBoC managers that co 
trols on foreign excha 
will be further streagt 
* this year. She stat 
 foreigr-exchange 1 
and expenditure will 
ject to.close supe 
that no local auth 
units are “to ex 
foreign-exchange limits se 

































and the sudden 
90% 


uced ones. 


and components for the foreseeable 
future. 
When it comes to.exports, China 
preparing itself for another major 
sault on the international market 
this year. Special export bases, or 
ans-provineial. associations, have 
been set up in the past two years for 
the textiles, electrical and mechani- 
cal industries to facilitate better divi- 
sion of labour. A typical arrange- 
ment is to have a resource-rich pro- 
vince provide the raw materials and a 
highly industrialised coastal area 
amiliar with overseas markets the 
rocessing, with Mofert responsible 
or marketing, transportation. and 
other coordination work. More such 
ses are expected to be established 
s year. 
_ For items which China considers 
o have under-utilised potential, ex- 
Ort targets set this year have been 
xtraordinarily high. Chinese offi- 




































Unless China abandons its modernisation goals, it will 
need to. continue to import advanced tech nology and equip- 
ment. Also, to keep the many assembly lines imported in. | 
1985 and other processing industries running, China has no 

alternative but to continue importing semi-finished products 









CHINA'S -~ 
TOP FIVE TRADIN 
PARTNERS 1986 


ncrease. Critics, tif the targe be reached, 
depressed world market and the uncompetitiveness of Chi- 
nese coal in terms of price and quality when compared to that 
from the US, Canada and Australia. 
The share of oil exports in the country’s overall export 
revenue, meanwhile, will decline further; China has said it 
will not increase oil exports in 1987 in accordance with an 
Opec agreement. 
China exported 28.5 million tonnes of crude. oil (5% less 
than 1985) and 5.4 million tonnes of refined oil (12% less) in 
1986, earning about 55% less revenue than the previous year. 
Making use of the cheap spot market, China also imported 
(mainly from Indonesia) oil for domestic use. 
Chinese exports have been suffering for years from the 
high cost of production, caused by domestic inflation and the 
partial deregulation of prices. To promote exports, Peking 
has been  subsidising factories, 
but the record budget deficit this 
year means the support will have 
to stop. somewhere. Minister of 
Foreign Trade Zheng Tuobin said 
in February this year that tradi- 
tional exports are now at a cro 

~ roads at which production costs musi 










be reduced and quality raised. He 
hinted that Mofert will have to end 








[Hongkong and 


its long-established practice of pay- 
ing factories high purchase prices 





| | United States 


to ensure adequate supplies for èx- 





port. h 





The current: caution brought 








about by political uncertainty means 











that the existing foreign-trade system 
is ey to undergo any drastic 
changes ‘this year. However, long- 
standing proposals to make the 
hundreds of Mofert provincial and 
municipal branches nationwide. fi- 














nancially independent, may be given 
a harder push this year. 
























interna onal: A speci commitment to service — ‘ge er service, 
devotion and sincerity ı of involvement have earned it the paan 


helped a growth. 


The BCC Group now has offices in 72 countries. Cap ands 
at over. ys 310 million and total; assets exceed U 16 500 ‘million. 


Argentina Astral, Bahamas, Bahrain, Bangladesh, ‘Barbados, ‘pouwaia: Brazil, Cameroon, Canada, China, Citti EX 
Gabon, Germany (West), Ghana: ‘Cayman, Hong Kon Jadia Fodor isie of Man, Baly Ivory Come, Janata, ie 
n ‘Korea (South), Lebanoa, Liberia, Laps urgi: Ly Morocco. N als, Netherland: nai 
i ý pines, Portugal negal, Seychelles, Sierra ae, Spal 8 
ath Tobag Turkey, ‘United Arab Emirates, United Kingdom, Uramuay. eas, venice Nohi Zambi Zimbait 









Caution prevail s f 
as politics takes 
centre stage 


A combination of unhappy experiences by foreign in- 





vestors and continued tight foreign-exchange controls 
i led to a dramatic close to 50% drop in new foreign in- 
vestments in China last year from 1985 levels. But just when 
the foreign-investment climate appeared set to change for 
the better, with the speedy 11 October promulgation of the 
22-article Provisions of the State Council of the People’s Re- 
public of China for the Encouragement of Foreign Invest- 
ment, foreign confidence was rocked by the re- 
moval of Hu Yaobang from the post of communist 
party general secretary in January. The departure 
of Hu, one of elder statesman Deng Xiaoping’s 
chosen successors, indicates to many an erosion of 
reformist strength against orthodox Marxists. 
Despite assurances from Premier Zhao Ziyang, 
China’s acting general secretary (also a protégé of 
Deng) and other leaders that economic reforms 
would continue, the mood in the foreign business 
community is decidedly cautious, with few show- 
g interest in doing business with China, one 
banker told the REVIEW. Many- are waiting to see 
how the foreign-investment provisions will be im- 
emented in the cities and provinces and for a re- ` 
turn to stability at the top of the political hierar- 
. If the provisions are implemented in a cloudy 
anner and wrapped in red tape, the international 
mmunity will react negatively, said a US law- 
ye 
_ Contracted foreign investment fell sharply last 
r, for the first time since China opened its.doors 
979, to US$3.31 billion from US$6.3 billion in 
85, ee to Zhou Keren, a spokesman of 











ep lems with high costs and production (delayed 

ack of foreign exchange to buy imported parts) were widely 
reported around the world and came to symbolise investors’ 
problems in China. ` 

China’s answer to these problems was the promulgation 
of the foreign-investment provisions, which, though com- 
mendable in spirit, left many wanting. more. Since the new 
regulations need to be fleshed out 
considerably on local levels, busi- 
nessmen have expressed doubts 
about whether middle-ranking offi- 
cials would interpret the regulations 
in the way their leaders intended. A 
major weakness in the regulations is 
the lack of provision for an effective 
mechanism to supervise their im- 
plementation. They noted that the 
| regulations deal. mostly with the 
post-investment phase, when what 
is needed is more pre-investment in- 
_-centives, such as waiving or lower- 
ing servicė fees and simplifying in- 
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the Ministry of Foreign Economic Relations and 
Trade. He said at a newsconference in Peking in January that 
the actual foreign-investment level was better at US$2.16 bil- 

on, compared with US$1.9 billion in 1985. Zhou said China 






















compared with 1,900 in 1985. This brings the total number of 
foreign-invested ventures since 1979 to about 7,738 — 3,210 
quity joint ventures, about 4,390 contractual joint ventures 
nd 138 wholly foreign-owned firms. Production ventures 
made up the bulk of those approved last year, and the 
number of non-production ventures was lower than the 1985 
evel. 
_ Chinese officials said the drop was due to a policy to re- 
duce non-productive projects, such as hotels, service firms 
nd taxi fleets, while encouraging productive enterprises, 
such as those offering advanced iecinaléay and producing 
for export. Tight credit controls in the first half of 1986, 
which made it difficult for Chinese partners in proposed ven- 
res to get funds, may also have contributed to the fall. 
Foreign businessmen, on the other hand, believe that the 
investment decline was largely due to red tape, excessive 
costs, inadequate legal protection, lack of access to the 
mesti¢ market and difficulty in converting renminbi- 
earned profits into foreign currency. Foreign investors’ un- 
happy experiences appeared to have come to a head last 
year, in the wake of problems connected with some showcase 





last year approved 1,400 ventures with foreign investment, | just introduced are not much use,” a China’ trader said, 





vestment procedures so that a one-stop department woul 
handle all investment enquiries and procedures. o o 0 
“At this point in time, the foreign-investment incentives 


“though they may be useful in the medium to longer term in 
providing direction.” He believed. the decline last year could 
partly be attributed tothe panicky response of potential in- 
vestors in faraway countries to dramatic headlines on the 

roblems of foreign investors in China. In contrast, Hong- 

ong and Macau Chinese, who account for the bulk of 
foreign-investment ventures in China, though mostly in as- 
sembly-line operations, have a relatively more balanced and 
realistic view. : 


S. C. Tam, are optimistic. Tam expects a pick-up in 

China’s foreign.investment this year, after last year’s 
dramatic fall. The provinces are likely to take another two to 
three months to expand upon and implement the national 
provisions which represent efforts: to resolve some of ‘the 
problems faced-by foreign investors. 
The second half is likely to be significantly better than the 
first half, particularly after the party congress in September 
and October when.a new politburo will be selected, Tam 
said. Once the new leadership is in place, businessmen will 


S:": bankers, such as China investment consultant 





































becomes necessary to loosen foreign-exchange controls. 
Although the 22-article provisions have only: addressed 
some of the most common and blatant problems raised by 
overseas investors — businessmen feel the provisions do not 
go far enough and are merely a sop to the unprecedented 
flood of complaints and criticisms last year — the fact that 
they have been made at all holds out hope for further im- 
provements. The | ese Government has further indicated 
| promulgate 16-20 more sets of regula- 
e 22-article provisions. 
supplementary regulations, most of 
announced, are expected to cover im- 
“matters as foreign exchange, import 
Chinese definition of “advanced tech- 
erness to solve the investment problem 
d with which some of the implementing 
ven such regulations offering preferential 
ready been announced. — have been intro- 
f months, in contrast. to the years it took 
979 Joint Venture Law). 








































minbi to pay for local costs from the Bank of 
anks designated by the People’s Bank of 
tral bank), using excess foreign exchange as 
ajor complaint from foreign firms in China 












Foreign-exchange trading, which has been 
ntly in various cities, will come under the “super- 
weign-exchange control departments, and not be 
heir approval, as has been the practice. But the 
of trading and the applicable exchange rate have 

spelled out. : ot ee 
provisions include exemptions for exports of 
estment’fitms from. industrial and. commercial 
More importantly, imports for opiate pio: 
10 Ic ger need approval or be subject to duty, 

thus cutting through much bureaucratic red tape. 
`. They also offer strong incentives to two newly designated 
types of foreign-investment enterprises —- export-oriented 
manufacturing concerns and technology. enterprises. (which 
rovide advanced technology, engage in the development of 
ew products, or contribute to the upgrading and replace- 
T ments of products in order to increase foreign exchange gen- 
erated by exports or to substitute for imports). , 

These:two types of enterprise are now assured of impor- 
tant improvements in infrastructural supports, that, include 



























communication equipment — at the same cost that applies to 
Chinese staté enterprises. This provision is expected to 
smooth many operational problems connected with erratic 
utility supplies, extremely slow installation of telephone and 
telex lines and unpredictable cargo-space. allocations, Al- 
though the provisions have not guaranteed priority in the 
supply of raw materials, some cities, such as Peking, Canton, 
‘Tianjin and Shanghai, have, on their.own initiative, set up 






. foreign investment enterprises, at the same cost as applies to 
state enterprises, US sources said. a 

< Export and technology enterprises will also enjoy a bunch 
of tax incentives, including exemption from paying a 10% 
profit-remittance tax on repatriated profits, reduced land- 
< F use fees, priorities for short-term working loans and reduced 
-Losubsidies for labour. Labour costs are now limited to wages, 
‘labour insurance, welfare expenses and housitig subsidies, 
and exclude subsidies for heat, cooking oil, grain allowarice 


and other items. i 











priority in water and electricity supplies, transportation and < 


"special companies to procure materials and equipment for -> 





Oil exports drop 
as demand at 
home increases 


By Michael Morrow in Hongkong 
C hina’s petroleum industry has lost glamour but gai 














credibility during the past year. Despite a drastic dro 
in export revenue and a slackening of foreign inter 
in exploration, production has grown steadily. China 
ing away from the pack as Asia’s largest cru 
while also: becoming one of the region’s larges 
with domestic more than international markets nowa 
production growth. ; 
„Last year China National Chemicals Import and Exp 











Geologists examine fossil in Shandong: new discoveries needed, ** 








Corp. (Sinochem) was displaced as the country’s top export 
„earner by China. National Textiles Import and Export Cor 

king of China’s rag trade. Lower international oil prices a 
sluggish international markets were largely responsible for a 
49.6% drop in oil-export revenues. Indeed, 1986 may 
membered as the beginning of the end of China’s crude-oll 
“exports. 

<>: Oiband textiles have more than a casual relationship, par: 
‘ticularly given the expansion of China's synthetic fibre pro- 
duction. Although it may be of little immediate consola 
to China’s oil traders or others charged with righting Chi 
balance of payments with oil exports, China is having con 
derable success with its industrial, agricultural and aqua 
exports, and the oil industry, as well as coal, gas and other 
energy-related industries, are doing yeoman’s work in su 
port of expanding domestic production. 

China has good reason at this stage in its developme 
process more crude for home use and, if it can find the cape 
tal, to’continue to expand production, development and e 
ploration activity. Given the depressed state of today’s it 
national oil markets and the increasing ability of some 
Chinese consumers to pay hard currency for out-of-plan oil 
products, the argumentis even more compelling, particula 
if One must make a virtue of the necessity that the quick- 




























ard currency of oil exports is a habit that cannot b 
ained. : ” 
-< Revenues from oil exports fell to US$3.8 billion in 1986, 
from US$7.8 billion in 1985, on exports reportedly down 
about 5% from 1985'srecord 30 million tons; they are expect- 
-ed to fall again this year. Meanwhile, oil production last year 
rose 4.6% to reach 130.6 million tons (about 2.6 million bar- 
rels per day [bpd]) and may rise by a similar rate this year. 
Last year Sinochem was reportedly criticised for trying to 
export into a dead international market when oil products 
were short in Guangdong and other export-orientated south- 
ern provinces. This is less likely to happen this year, espe- 
ially given Guangdong’s ability to pay for extra oil at fixed 
rices In hard currency while international markets still de- 
and netback contracts. 
China’s Seventh Five-Year Plan aims to have the coun- 
try’s refiners processing 110 million tons of crude by 1990 
“from a total production targeted to reach 150 million. Both of 
‘these objectives are attainable. China National Petrochemi- 
‘al Corp. (Sinopec), the cash-rich owner of China’s 26 major 
efineries and a competitor of Sinochem, would like to see re- 
fining increase even faster. Sinopec’s general manager, Chen 
Jinhua; has said that the refining target could be met before 
if more crude were allocated to the refining industry. 
n the difficulties Sinochem faces in moving Chinese 
eabroad, he appears to be getting his way. Sinochem is 
likely to send less crude to Singapore for processing this yéar. 
= China’s refiners are constantly tinkering to eke out more 

















re pr 

opec official, even he does 

ining capacity.) Officially, Rmb 4.33 bil- 

lion (US$1.16 billion) was committed to petrochemical pro- 
jects in 1986. About. 70 petrochemical projects are under 
way. New projects mostly aim to increase yields of lighter dis- 
tillates and sophisticated products and to raise product qual- 
ity 
























All over the developing world, refiners are doing much 
the same. While China can hope to increase its exports of oil 
products: somewhat, competition for international market 
share will keep margins slim. But, again, China can hope for 
refinery and petrochemical-plant investment to. impact 
favourably on domestic production and transportation and to 
reduce imports, which in 1986 were US$150-200 million. 
( moreover, while most other countries are curbing 
exploration, development and production, China is 
powering ahead. According to Chinese press reports, a re- 
cord 5,700 wells will be drilled this year. Drilling efforts will 
focus on Heilongjiang’s Daqing field:complex, China's age- 
ing super field, where enhanced:oil. recovery methods are 
now required to sustain production at slightly more than] 
milion bpa the Shengli-Gudong complex near the moutt 
the Yellow River and other large fields in the northe_v. 
where production is still expanding, and the large and highly 
prospective basins ‘of China’s western. provinces. The 
offshore segment of the industry, which despite a reported 
increase in production from:94;000 tons in 1985 to: 375,000 


hina is now ‘the world’s.sixth-largest oil producer; 

















hina may have quietly become the largest coal pro- 
ducer in the world. Including production from small 
Sw private and collectively run mines, China produced 
out 880 million tons of coal last year, ‘a 60 million-ton in- 
ase on 1985, and by Chinese reckoning enough to pull 
ahead of the Soviet Union. . . ee 
At an estimated 5,000 billion tons, China also has the 
’s largest coal reserves and by 1990 should have little dif- 
in reaching its production goal of t billion tons a year. 
The country counts on coal for about 70% of all commer- 
al energy. With coal’s share in the rapidly expanding power 
r also increasing, coal’s role is becoming even more cen- 
o overall development. But the Ministry of Coal Indus- 
takes pride in having made major strides in easing domes- 









oal trade. 





decline of China’s oil trade and also with the increased influ- 


eartland of northern China. 

~ Beginning with the Pingshuo strip mine joint-venture pro- 
ect in Shanxi, on which a consortium of international com- 
anies led by Occidental Petroleum are spending about 
25 million to-open:a reserve of 500 million tons, whole 
mines are being designated as producers for export; special 
unds are being allocated for expanding the network of coal- 
ressing plants. 

ailways and ports are also being built, upgraded or ex- 
ed and overall competitiveness sharpened. Plans to 















hanised coal cutting and tunnelling operations, aim to 
chieve two tons of production per worker a workday, more 
han double the national average. 
-China currently produces more than three times. the 270 
nillion tons of coal internationally traded, but, despite a 
a Increase over 1985, was able to-export only about 10 mil- 
tons in. 1986. During the current five-year plan new pro- 
ction of 318 million tons is planned. China hopes te export 






odernise 77 major coal mines by 1990. by introducing 











c-coal shortages and now has its eye on the international | — 





Coal exports have taken on increased importance with the 





nce of Peking’s conservatives, many of whom, including | 
eng Zhen, have their rear-base constituencies in the coal | - 















he world’s biggest producer? 





16 million tons of coal this year and would like to see exports 
rise to 30 million tons by the end of the current plan. 

At the centre of China’s coal-export strategy is Shanxi 
province, home of world-famous Datong steam coal. Elec- 
trification of the double-track railway between Datong and 
the port of Qinhuangdao has already been completed. 
Shanxi spent over 40% of its total development budget in the 


THE COAL FACTOR 




























Me expensive. recovery eb dene Ateniion has 
already begun to shift to Shengli.and Gudong, where com- 
bined production is approximately 700,000 bpd, and to 
Zhongyuan and other fields in the noriticest. Gudong, a new 
field located at the estuary of the Yellow. River, is targeted 
for special treatment with advanced domestic and foreign 


technology and equipment being deployed there, including . 


50 drilling rigs and 1,000 vehicles. Discovered in July 1984, 


eel petal is already i in place and Ton already- 


t 
over 130,000 bpd. 
China is also beginning to develop: oil deposits i in 
Karamay, Liaohe and Shengli, -having in thermal en- 
hanced production at the far northwestern Karamay field in 
1985. According to Chinese reports, Chin: confirmed 1.7 
billion tons of heavy oil deposits and is planning 5 million tons 
per year refining capacity to handle heavy-oil production. 
The highly publicised state-of-the-art efforts of foreign 
oil-exploration companies, confined for the most part to 
offshore areas, have so far contributed little to national pro- 
tion, C ums led by Japan National Oil Corp. in the 
ai S id Total in the Beibu (Tonkin) Gulf have the 
“only produ acing fields; at today’s prices these are of question- 
able commerci al value. 


ess to vast virgin offshore basins orto 


- scrabble onshore basins only; that is, to areas where 


drilling companies are not technically or financially prepa 
to go, or where potential for large discoveries is low. | 
are acceptable — though too late for the era of high p 
despite the well- -publicised failure of British Petroleum anc 
several others. 

Arco’s gas-field discovery south of Hainan is of worl 
scale. Operators Agip-Chevron-Texaco, Occidental, Phil 


lips, Pearl River, and, just this past month, Ar 


Huanan, have made a cluster of mle disco 


- eastof Hongkong. Had international oil prices not collapsed 


all of these fields would be immediate candidates for< 
lopment. As it is, China pondered so long on how 

best exploit the worldwide need for exploration acreage 
the late 1970s and early 1980s that it missed the peak. Yet 
did its best to browbeat with exorbitant costs and ponde 
bureaucracy those companies to who 

cence acreage and is now scrambling t 

exploration companies oe packin 


” companies into China’s oil sd 


including service contracts, optiona 

and reduced royalties. 
Although a new modus vivendi with the interna 

industry is now being worked out, it will not be suffi 


affect the self-reliant character of China’s oi! indus 
offshore, Chinese companies are taking on mor: 





an on the energy sector, most of it coal re- 


MAJOR EXISTING /Pt LANNED RAIL NETWORK | 


AND COAL PRODUCTION 
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sidered one of the world’s seven largest coal fields ` 
serves estimated at 200 billion tons: 50% of Shenfu's produc 
tion will go to exports. 
China will have much greater difficulty in attaining it 
million-ton export goal than its 1 billion-ton production g 
by 1990, Even if it does, the decline of coal prices in the in 


terim may strip the effort of much of its pee 


Despite rail and port nsion, € 
handicapped by transportation costs wh compe 
Australian and South African coal. Australia and 
rica are both closer to Europ 
handle vessels of up to 100,000 
ports are restricted to 50, 000 tons. 
market, where China has done well, isin deck 
under the impact of cheaper oil and | 
and structural changes in the Japanese: econo! 
Only South Korea (with whom trade is expa 
ing rapidly on an unofficial but direct. bay 
Taiwan and Southeast Asia offer much he 
expansion. 

Steam-coal prices have fallen to: about | i 
their 1985 levels (US$43-45) with boi 
and South Africa determi l 
ket share. South Africa, facin 
markets, is said to be off 
US$20 fob and South Korea 
prices no higher than US$ 
ity to international market- 
means that Chinese. prices lag ina falling m 
ket, which limits opportunities for margi 
sales. 

„Ching’s coal-equipment manufacture - 
serves watching. As it modernises its own 
China is developing economies of scale 
to-become a major exporter. The commiry 16; 
increasing the sophistication of its coal (echn 

















ay and the East China Se: 
Nor is their equipmer 
. field equipment manufa 
































ers and it is American Petro- 
leum Institute certified, 
-. As China reaches for its 1990 
production goal of 150 million’ 
tons of crude, it is‘creating con- | 
tions for its oil-equipment 
manufacturers to «squeeze out 
ports and eventually become 
_a significant force in world’mar- 
kets. At the same time, China 
has been able to take advantage 
of depressed equipment: prices 
“elsewhere to: buy .equipment 
abroad. Nanhai West. Oil Co.’s 
nt purchase of the Bow Drill 
_semi-submersible’ offshore 
drilling rig from its location on 
Canada’s. east coast is a case 
n point. Less than four years 
iid, the rig was built in Nor- 
way for US$112 million. The 
selling price was undisclosed, 
but Husky Oil, one of the own- 
confirmed a loss on the 





World Bank assistance is also. 
roving a. boon to Chinese oil 
ields, helping them to purchase: 
consulting services and equip- 
nent, and even financing con- 
firmation wells. 
Foreign oil experts who visit 
nese oil fields usually return 





s bad'as it once was. While oil- 
‘turing is languishing in most other 
countries, it is, in the words of Prof Bao Hongshu, secretary- 
general of the Chinese Petroleum Equipment Association, 

veloping vigorously” in China; 50 manufacturers now 
_ produce nearly 200,000 tons per year of oil-field equipment 
and spares, much of it under licence from foreign manufac- 
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Yinggehai Basin 


respect for those 


! hina’s petroleum industry is not 
as glamourous as it was a few years ago when the social life at 
Canton’s White Swan Hotel and China Hotel was at full tilt, 
but it is more credible. o 


THE CONTRACTS GAME 


[_] Pre~2nd round contract area 
2] 2nd round contract area 
Post~2nd round bilateral contract area 


[é] Onshore contract area 
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major headache 


the power sector is the first priority of China’s Seventh 
Five-Year plan, and not without reason. One of the 

ost serious obstacles to China’s economic develop- 
ment is its shortage of electrical power. The country is ex- 
ncing its worst-ever power shortage, one that will re- 
the rest of this century and between 1% and 2% of 
domestic product to overcome. 

ording to a report-recently released by Hongkong- 
nk China Services, in the past two years, electricity pro- 
ction has been around 50: billion kWh short of demand, 
sing around 25% of total industrial-plant capacity to lay 












egion, most areas are now seriously affected. 


irst three quarters of 1986. Meanwhile, 
F increased 9.1%, against a target of only 


= orld Bank estimates made during the sixth plan pegged 
lectricity growth to GDP expansion ata 1:1 ratio. But the 
ongkongBank report suggests that the rate of industrial 








With the exception of the sparsely populated northwest 





growth, a higher figure, is the better figure. China had 11% 
annual industrial growth during the Sixth Five-Year Plan and 
only a 6.3% increase in power generation. Industry account- 
for about 70% of China’s primary consumption of comme 
cial power. 

By 1985, China ranked sixth in world generating capacity 
and sixth in output; nonetheless, given its I billion people, 
per capita production was a low-ranking 389 kWh. As impor- 

ina’s economy is now growing rapidly and it will take 













tant, 
staggering investment for the power sector to overcome the 
shortages and the economic entropy that accompanies them. 

In the current five-year pa 2% of GDP is rrgeted to 
power generation, double the previous plan. 6-7,000 mW a 
year of new generating capacity will come on line during the 
current plan, with an equal.amount for completion in the 
next plan. Thermal power plants, almost entirely coal fired, 
are favoured, accounting for more than 70% of new con- 
‘struction. Units will 300-600 mW, effecting fuel 
economies, but increasing reliance on technology imports. 

Eventually all oil-fired plants will be converted to coal. 
Many of the new plants will be mine-mouth plants using high- 
voltage transmission to obviate the need to move coal from 
pit to power plant by China’s inadequate rail system. 

China has tapped only 7% of its 380,000-mW hydropower 
potential, according to the bank study. However, the greater 
capital efficiency of investment in thermal power is com- 
manding the attention of planners. The same can be said of 
nuclear power more-or less, even though China is still. com- 
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All eyes are on China. It’s a land of resou 
and tremendous opportunities. With an attitud 
towards trade and contact with the rest of the w 
that has changed radically in recent years. Howe 
a great deal of experience and understanding al 
necessary to do business successfully in Chine 
It has taken HongkongBank over a century to 
develop our present knowledge of China and to 
have the largest representation of any fore 
in China. We have offices in Beijing, Guangzh 
Shanghai, Shenzhen, Xiamen, Wuhan and Tian 
Futhermore, we have a substanti ul gı Í 
specialists in HongkongBank China $ 

Limited 





We arrange immediate introductions to the ma 
Chinese corporations. We also advise on direc 
investment, market conditions, trade practy 

documentation requirements. As well as supply 
information on commercial law, tax regulations 


and how to avoid pitfalls 
HongkongBank even produces a quarter 
newsletter to keep customers aware of economi 


events, policies and developments in China 
Don’t take business development in China for 
granted. Before considering a busin enture 


talk to the experts, talk to those with experienci 
and insight. 

Contact HongkongBank China Services Limite 
at 13th floor, 1 Queen’s Road Central, Hong Ki 
or any of our 1,200 offices in 55 countries. We 
help you grow in China 
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More than a holiday, it’s a celebration of life 


If you love things Italian wait until you’ve tasted 
them in Italy. There’s so much more to love 

and life. The fashion, the food, the wines, the music, 
the scenery, the architecture, the works of art .... 

it’s more than a holiday, it’s a celebration of life itself. 
But don’t just come to Italy. Come to 

Alitalia’s Italy. We can show you Romeo and Juliet’s 
balcony in Verona; let you sigh on the 

Bridge of Sighs in Venice; gaze in awe at 


Michelangelo’s ‘David’ in Florence; sit where 

Roman Emperors sat in ancient Rome; point you in 
the direction of the most elegant boutiques. We’ll also 
give you more direct flights to Rome and help you 
plan the best money-saving ‘Intermezzo Italia’ tours. 
This year, come to Italy with Alitalia 

and celebrate life Italian style. For information, 

see your travel agent or Alitalia for our free 
‘Intermezzo Italia’ brochure. 
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ap: 
and British ae at Daya. 
iy even two nuclear plants are e r 
question. The World Bank estimates steam coal must 
USS$70 per ton (it is now about US$25) and the cost of 
ar-power capacity fall to US$1,200 per kW before coal- 
tuclear parity will be achieved. 

S na reliance on coal is going to create even graver 
_ pollution problems for China, even if it does appear the most 
| economic choice. Another option, which is just beginning to 

| be looked at, is the use of gas turbines. As 

le, director of Gasistance and one of the 


leading 
| gas consultants, recently pointed out, ae ae with which 


| gas turbines can be put in place and their relatively low capi- 
fal cost per kW (US$400 compared with US$900 for steam), 
make gas a pood option when alternative uses for the gas are 
not available or unaffordable, even if turbines are less 
energy-efficient than other technologies.. And when you 
burn gas the residue is water. = 
‘China recently purchased from John Brown Engineering 
of Britain turbines for five power plants at Liaohe, Shengli 
and Zhongyuan oil fields. The units will be installed over the 
yea to run on gas that would otherwise be flared. 
a =m Michael Morrow 
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| Competition comes to the indus 


By Jil Huntin Hongkong 
hina’s travel industry is in the throes ofa major organi- 


_ sational oa Government-supported decentrali- 


sation and deregulation of the industry, first advocated 
1984 as a means to quickly increase overseas arrivals 
build tourism revenue, has resulted in a surge of new tour 
operators throughout China to challenge the organisations 
traditionally responsible for handling 
tourists from overseas — China Interna- 
tional Travel Service (CITS), China ` 
Travel Service (CTS) and China Youth” 
Travel Service (CYTS). At the same 
time, the Peking control bases of the 
| *+ree state-owned corporations are los- 
| g ground to their increasingly inde- 
endent regional branches. 
“Most significant for China’s tourist 
| industry is the fierce competition that 
has sprung up within the ranks of CITS, 
China’s largest agency. The branch of- 
` fices, which used to passively receive 
foreign tour groups sent to them by 
| head office, now liase directly with 
foreign operators, and, most impor- 
tantly, receive foreign-currency pay- 
ments. Foreign operators repart that 
CITS regional branches are consistently 
undercutting the head office by 10-15%, 
and attempting to attract away head-of- 
fice custom with promises Gotten un- 
founded) of better service. In 1986 over 
half the 454,000 tourists handled by 
CITS came through branch offices. 
Competition among the branches 
has grown so rapidly that veteran US 
‘operatör Lars-Eric Lindblad envisages 
ion similar to Yugoslavia in the 
1950s, when all branches of the cen- 
late tourist organisation were 


TOURISM 
RECEIPTS | 


(Visitor ‘spending in China, 1978-86) 


given complete financial autonomy, and competed with each 
other on a price and quality-of-service basis. 
The full extent of the boom in new tour pperarior 
China — some state-owned, some run by coll 
some private operations -= is not yet clear. ae i 
operators should register with China's National Tourism A 
ministration (NTA), the polic 
body of the travel industry, but 
tice, a number appear to be operating | 
without NTA approval. In 1986 
NTA spokesman put the number of new 
agencies in China at 1,000, but this fig- 
ure included agencies only permitted to 
deal with domestic tourists. ; 
New operators are covering the 
whole spectrum of the travel indust 
Some are simply ground hand 
| the collective of Peking Unive 
teachers, which is doing lucrative 
ness providing guide/interpreter ser- 
vices for non-group clients of upmarket 
travel agents such as Lindblad Travel. 
‘Others have more ambitious targe 
such as the Crane Travel Service, | 
launched by newly formed Shangha 
Airlines, which boasts its own taxi feet 
its own guides and offers a range o 
o nationwide tours. Some have clear: 
` travel-industry interests 
Jingjiang Group, for example, involv 
ed in hotels, shipping and aviatio 
has set up its own travel agency 
others are unrelated enterpr 
ing at an easy way to carn foreign © 
rency. 
Some new operators are simpl 
state-initiated CITS clones, with NTA. 
permission to operate exactly on th 








VISITOR ARRIVALS 


IN CHINA: 





pact — CCITC aimed for 5,000 visitors to China 

















n 1986, but is believed to have handled less. As 

















yet, none of the new agencies come near CITS’ 
volume, which still represents the lion’s share of 
he tour-group market. 



































So far, however, the goals of decentralisation R 

















a speeding up of growth in the volume of ar- 
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Tivals and revenue — are only partially success- 
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ful. The financial returns for 1986 look healthy 





















enough, with a 22% rise over 1985 (though lack 









of detail on how the statistics are compiled 
_ undermines the validity of the figures). But the 
sums involved are still small — the expenditure 
of the annual 3 million visitors to Hongkong, for 
instance, is more than that of the 22 million visit- 
ors to China. ; 

However, overall growth in arrivals slowed 










































in 1986. Particularly disappointing is a slow- 
lown in the category that counts most for the 
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tourist industry — the high-paying foreigner. 
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The larger increase in traffic from Hongkong and 
Macau is little consolation for Peking’s tourism 




















lanners, since it is mainly low-yield. Overseas 
hinese growth should also be treated cauti- 
ously, since the method of counting this cate- 











jrowth in foreign arrivals is down 13 percent- " 
age points, from 20.8% in 1984-85 to 7.8% in 1985-86. Al- 
though many destinations in Asia would be delighted with 


own suggests a levelling 
‘Of. foreign-business traffic 
hina doés not publish a busi- 
1ess/leisure breakdown), there 
s also evidence that tourist ar- 
ivals slowed. Most telling are 219,000441.4%) 
TS’ own figures for the first 10 
nonths of 1986, which show a 
opin volume of 2.4% over the 
ime period in 1985. This is the 
irst time since China started to 
lop its tourist industry in 
that CITS has recorded a 
rop, and the figure contrasts 
trikingly with its 17% growthin | 
lume from 1984-85. Indicators | 
the 1987 tourist traffic are 
gloomy, with a sénior official at 
ITS predicting a 30% drop for 
he first half of the year. 

_CITS president Wang Erkang 
lames the tourist slowdown 
ly on CITS branches, which 
ave been squabbling over the 





































mpting to expand it. To this © Asia Travel Trade. 


ent, the intentions of decen- 


’ ae * a thi ber of ti busi 41.2% to 240,000, 
pory, on the NTA’s own admission, is particu- "and, according teCTS, OS aa ron fone ae and ihe 
Arl rough. nights” was only 0.78%. 

























existing market, rather than at- {CITS share of foreign arrivals 










known on what basis, Under this, for instance, the SSB reported that 
number of “sightseers” was up 9.2% to 34 
-October 1986 of 2.97%, though the drop in“ 





7,000. 
person- 













j ' 4 ‘IEW TABLE ty Andy Tang 
tralisation have misfired, he says. Wa iso Gnhappy 
about the current price war, which he views as “damaging to 
the competitors, and also damaging to the industry as a 
whole.” He says the NTA and CITS head office are working 
on a scheme to control prices, possibly through indirect 
taxes, but some foreign observers feel deregulation has 
spread too far for controls of this kind to halt it. 

Foreign-tour operators identify other disturbing trends to 
account for the slowdown in foreign tourists. The competi- 
tive market place has not brought any improve- 
























THE DOWNWARD PATH ment in the quality of A a the contrayy, 
: ‘ iber- 
OF CITS’ SHARE Says one. operator, the branches are delibe 


OF ARRIVALS 1980-85 E ately mishandling clients sent to them throug 


head office, in order to demonstrate to foreigu 
operators that they would do better to deal i 
rectly with the branches. But many of the 
branches are too inexperienced, and lack a 
nationwide network to successfully handle 
tours to several destinations. 

One angry US operator, facing several law 
Suites from disappointed clients in 1986, said he 
had used a CITS branch to organise a number 
of his nationwide group tours, but had discover- 
ed too late that the branch did not have enough 
clout to reservé hotel space and air tickets else- 
where in China. 

CITS’ approach to pricing is becoming a ma- 
jor deterrent to foreign tourists, say foreign ope- 
rators. China is already at the high end of the 
scale in Asia and there are fears that it will 
fare even worse in comparison with its neigh- 
bours in 1987, following tour-package price in- 
creases of 30-70%. Although many foreign ope- 
rators have subsequently managed to reduce 
prices through individual negotiation, the scale 
of the increases is unprecedented anywhere else 
in the world. US operator Abercrombie and Kent 
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charging international rates. a 
z In any case, none of these factors can appease t 
sumer ‘unless the ri coupled with some visible i 
mentin standards of service and facilities. While some devé- 
lopments are obvious —~ in 1986 the first of CAAC's new 
aircraft came into service (more than 75 aircraft were. or- 
© dered in 1985 and’1986) and some 15 international-standard 
_ hotels were in operation —-a number of basic tourist gripes 
< remain, ee hed on, 









ypical of current complaints are.those outlined in.an un- 
l published report from seven major China-tour operat- 
ors in France: The report identifies major problems. as 

` siorating standards of guides, who are accused of rude- 
and aa ear the worsening quality of food fed to 
™ tour groups and lack of hygenic conditions in some hotels. It 
| notes little change in CAAC’s performance and continuing 
_| difficulty in securing seats on trains and- aircraft and on 
- Yangtze River cruise boats — despite reservations made.a 
ear in advance. On some routes — notably. the Silk Road— 

it complains of tour groups stranded for over a week because 











of lack of transport. The repon makes a plea for reimburse~- 


ments to foreign operators for substandard service, pointing 
| -out that it is unfair for them to bear the full brunt of compen- 
“sation to the client for damages and inconvenience. 

__ Lars-Eric Lindblad agrees that China now has less value- 

| for-money appeal. It can be boring for the average tourist, he 

says, who has no particular intellectual interest in the China 

| —a point reiterated recently by NTA director Han Kehua, 

«who said China’s tourism was monotonous and urged agen- 
cies to. develop more specialist programmes, nf 

However, foreigners involved in the industry also point to 


- positive developments. They stress the government's obvi-. 


-| ous concern to maintain tourism development, a point that 
was underlined by Han at the national-tourism- conference in 
‘Peking in February this year. 


| --China’s supply of first-class hotels. will continue to im-. 


prove. It is not known how many. of the planned 60,000 

Jms (in some 150 hotels): will be foreign managed (a pre- 
__.Juisite for quality), but firm projects in Peking and Shang- 
hai alone amount to over 25 foreign-managed international- 
‘standard hotels by 1990. Developers and foreign-manage- 
: ment groups say they do not expect any finalised projects will 










may s bi : ae 
"There are signs that much-needed marketing of China w 
thorities. Although the NTA’ udget is a low 
~ US$? million for 1986-90, marketing impe expe 
í from CITS branches. Already, the lar ches a 


ade shows. China l 
ar, was organised not-by the CITS head office, but by 
ou. The head office followed suit, organising a travel 


December. 












` |. easier. to manage both for upm 
=: An easing of travel restrictions 6: 
»-P travel permits were abolished) and the pening 
J numberof new- areas, which increased 192 to 436, ; 
‘| more evidence of government determination to supp 
urism development. : y odp e 























FIRE will allow you a glimpse at the deeper 


bet ted with, though some suspect outside investment _ and more complex layers of contemporary 


also improve —‘to date, a low priority. for tourism au- 





is expected to | |. 


g their own sales trips to the US and Europe and at- | ` 
} 's first travel mart, held in April” 
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CAAC jet: service shortfalls remain. 











But the pockets of Western-standard hotels’ 
are widely scattered. Together, they only ac- 
| count for 15% of the 60,000 rooms the National 
|; Tourism Authority (NTA) says exist for ovet- 
-seas visitors. The majority of locally run-hotels 
are still not capable of providing such basics as 
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BUSINESS TRAVEL 

The executive’s 
lot is a much 
happier one 


tis eight years.since the Inter-Continental hotel group an- 
l nounced to the world it would bring international stand- 
ards to China with a chain of Inter-Continental hotels 
‘oss the length and breadth of the country. But hotel deve- 
opment did not turn out to be the smooth process foreign 
ioteliers had hoped for, and today China is still far from 
ng able to offer business visitors a network of interna- 
nal-standard accommodation in major business and indus- 
‘ial centres. 
Although Inter-Continental has long since dropped out of 
he running, other foreign-hotel groups have managed — 
h much-publicised difficulty — to get hotels opa | 
irst came the'Peninsula-managed Jianguo in Peking in 1982, 
and now Holiday Inn, Sheraton, Hyatt, Shangri-la, JAL sub- 
idiary Nikko, Swedish group Sara, Hongkong-based New 
orld and GEIS, and Swiss group Movenpick are running 15 
telsin nine cities. 
‘It is these hotels which have been largely responsible for 
mproving the businessman’s lot. Facilities outside the hotels 
still minimal, though there are notable exceptions like the 
fave of new Japanese joint-venture golf-courses (by May 
here will-be three in Peking alone) and a handful of 









confirmed room reservations, clean bathrooms 
and table linen, or reliable message delivery. There are 
more airconditioners around than five years ago and fewer 
straw mattresses, but mostly the cosmetic changes do not 
iron out the quirks of Chinese-style hotel management. And, 
now that the first flush of enthusiasm for overseas guests has 
pone stale, staff tend to be less welcoming than five years 
back. ; 

There are, of course, a few notable locally run excepti 
like the White Swan in Canton — a member of Leading 
Hotels of the World — and the Jingling in Ninjing, whose 
staff were initially trained by Hongkong’s Mandarin Ove. 
These two are regularly singled out by the NTA as models for 
China’s other locally run hotels, but without any obvious fol- 
low through. Improvements to state-owned hotels have con- 
sistently been urged by the tourism bureau and at state-coun- 
cil level since 1979, and a special hotel committee was set up 
in 1986 to coordinate staff training and raise quality. But no 
measures to.date have had more than a piecemeal impact on 
general standards. ne 

Many more joint-venture, foreign-managed hotels are 
due — this despite an estimated 75% dropout rate on hotel 
projects announced over the past two years — giving rise to 
industry fears of a glut of first-class rooms in some cities. In 
the short term this can only be good news for business travel- 
lers who are now being wooed by management groups anx- 
ious to build up a loyal clientele before their competitors open. 

To date, businessmen have had to pay a high price for 
their Western-style comforts. Rooms rates at Peking’s most 
expensive hotel, the Sheraton Great Wall, are moving to- 
wards Hongkong’s levels (US$120 for double occupancy), 
though standards, not unreasonably, are not: The Sheraton s: 
newly opened Huating in Shanghai, which is enjoying 
short-lived monopoly as the city’s only foreign-manage.. - 
hotel, came in with published rates of US$125 for standard 














ewly formed World Trade Centre clubs. 
. Amenities in the new hotels would be unexceptional 
n many other Asian cities — confirmed reservations, 
omputerised billing, credit-card facilities, 24-hour 
oom service, palatable Western food, tennis and squash 
ourts, a dry-cleaning service that can be trusted, foreign 
ewspapers, business centres, telex operators and typists, 
ax machines arid direct dial (now possible from a dozen 
ities in Guangdong and Fujian, and from major north- 
rn cities). But in China just five years ago none of this 
as available. In Peking, Canton, Shanghai and Tianjin 
least, the days when corporate presidents could be 
seen punching in their own telex messages at the tele- 
munications building, or typing out a memorandum 
preement on a borrowed portable are over. 

Some of the new developments are on an expansive 
cale, Holiday Inn runs an expatriate mini-city in north- 
rm Peking, where an investment of US$150 million to 
ate has provided 1,000 rooms, an office block, residen- 
al apartments, a members-only sports club, a supermar- 
nd an international school, with more to come. The 


















































|Business travellers, Peking: better facilities. 
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foreign-managed hotels are scheduled to open, including a 
Hilton, Meridien, three major Japanese groups, Hyatt and 
“Holiday Inn. 
The fight for rooms in Peking’s joint-venture hotels has 
been fierce — last year the four foreign-managed properties 
again clocked up average annual occupancy rates of over 
%. This year, hoteliers predict slightly lower occupancy, 
coupled with an increase of “special-offer” rates, and like 
Shanghai, face a barrage of competition from another 9- 
10,000 international-standard rooms. Already, the few busi- 
essmen in the capital in January could have benefited from 
an astonishing offer from the Great Wall of US$25 a night. 
But value: for money in China is best found in Canton, 
‘where three world-class hotels operate at very competitive 
iscounted rates (except during the trade fair), and, surpris- 
ngly, in Tianjin, which now boasts a top-quality Hyatt and 
he soon-to-open Crystal Palace managed by Swissotel, a 
group that specialises in top business hotels in major cities 





espite the fa ' ecel i 

last year —- a small number compared with 
hai’s 600,000 or Peking’s 1 million. 
Prices in Western restaurants are also expected to level 
off, as more Western ingredients can be sourced locally. But 
a drop in high import duties; some well over 100%, look un- 
likely. The duties are cited by hoteliers as a prime reason for. 
the high prices in restaurants that serve mediocre food by 
world standards. 


dramatically in some cities at least, domestic trans- 
port has not. The state airline, CAAC, has recorded 
substantial growth, with its passenger load doubling.in two. 
years tö almost 10 million in 1986, but there. hasbeen no” 
parallel improvementin quality of service, which still falls far 
short of acceptable standards. < 
A record number of aircraft (76, and possibly more) 
have been ordered for China and the first deliveries are. 
in service, making a happy contrast with the decrepid An- 
tonovs and Ilyushins which are still much in evidence on; 


W hile China’s hotel accommodation has improved 













BANKING 
Future direction 
of reforms 


A Correspondent in Hongkong 

the jury is still out on the impact of the dramatic reforms 
—~ at least on paper — which swept through the Chinese 
banking system in 1986. The nature of the reforms was 
self paradoxical: the People’s Bank of China (PBoC), the 
ountry’s central bank, stepped up its overall central control 
ver both domestic and international banking activities, and 
series of quasi-capitalistic measures were introduced, 
eit with central approval, by several major Chinese cities. 
Aterally at the centre of these reforms was the highest- 


ounded onlookers by presiding over an explosion of hitherto 
inkable local initiatives. No one should really have been 
rprised: in her previous. bailiwick over on Chang An 
ulevard, when she served as the minister of foreign econò- 
ic relations and trade, she had overseen the break-up of the 
nopoly system of the national import and export corpora- 
ther Chen has not been able to control two succes- 
reaucratic giants she has been sent in to reform — an 
ikely scenario — or she is a person comfortable in wield- 
ng her authority in unexpected ways. 
In her own words, as quoted by China's official news- 












enterprises. 
ultaneous with these structural reforms, the brakes 









ig woman in China, PBoC president Chen Muhua. 
bbed a centralist by many observers, Chen has again con- 


yet 


















November, 1986, industrial loans had reached Rmb 43.58) 
lion (US$7.98 billion) and agricultural loans Rmb 29.71 bil- 
lion, up 115% ‘and. 145% respectively over the year-earlier 
period. As Chen explained it, credit funds had run out of con- 
trol in 1984 and the banking system in 1985 had:adopted a 
control measure of “killing first and resuscitating later.” In 
1986 this was replaced by a policy of “seeking relaxation 
through stability.” Pe 7 

This policy is to be continued through 1987, but it is to be 
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sources, it will possibly lead to.a cr: 
sues, which can be used as’a mean: 
squeezing money from others.” 




















re sharply pulled away from the expansion in credit. By | The PBoC: more control. 










ustr Bee ee to have had little impact on CA performance, 4 
"One glimmer of hope for business traveliersliesinthe new | not offered business travellers a particularly attract! 
computerised-reservations system, currently being intro- | native to CAAC, 
duced. By April this year, Shanghai, Peking, Nanjing and Most “new” airlines have turned out to be no more th 
Guilin, as well.as Canton, should be linked to the reserva- | CAAC satellites, and the largest of the genuine competit 
tion-service computers, tempor ail based in Hongkong. But | China United Airlines, carried just 300,000 passenger 
for anyone travelling extensively in China, securingareturn- | 1986. Shanghai Airlines (which says 30% of its passenige: 
trip booking is still a major headache which even the new | load since it began its service mid- 1986 was foreigners) flew 
joint-venture travel agencies cannot resolve, handful of | jüst two routes weekly last year, carrying just 20,000 
<| new agencies, however, do offer a useful service to foreign | ‘gers in total, compared with the 1.96 million that CAA 
-| travellers who want to arrange outbound travel, < Shanghai branch carried during the year. 
The signs are that no rapid improv is likely in| Overseas business visitors: also have the relatively new 
China’s air transport, despite attempts at administrative re- | phenomena of the massive domestic-travel market to 
form. CAAC has been deliberating since autumn 1984 on | tend with at railway and bus stations and at airports. Th 
| how to split itself into separate competing airlines (the first’ |. amounted to 270 million people on the move in China in 
-| were originally due in 1985) in order to improve its service. | .1986, The only aspect of travel to noticeably improve is 
‘Although it appears to have moved nearer to sorting out the | provision of taxis. There even appears to be a surfeit i 
split-up process, industry sources suggest that in the short. | king and some other cities, the result of the for 
term, at least, the regional CAAC airlines will introduce | ‘hundreds of new taxi companies in an effort to explo 
further complications into the already ailing air-transport | parently easy-to-generate source of foreign currency. 
system. Competition from other newly created airlines seems cy e 
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oca ing a retreat from bond issuance, however. Insteadit | LAW 
caued foi uantity of issued bonds to be controlled, the 
funds rais be used for key projects, and never for the 


: r “productive facilities. | Long march to 
: the present, 
long way to go 


By Edward Epstein in Hongkong 
A g ith hindsight, widely publicised an 
events such as the adoption la 

: oW W wholly foreign-owned enterprises a: 
22:articles for encouragement of ny inve 

come the non-events of 1986. Instead, at 




















rong central control over those very reforms. 
e that have argued that the reforms in the 
system in the past year or so have been: 
at have actually changed very little. These -| 
its are tenable, but not necessarily sustainable. The. 
val, forexample, for selected branches of the Industrial | i 
1 Commercial Bank of China (ICBC) to participate in | been focused-on other developments i 
<|- foteign-exchange transactions and the reciprocal permission’ | China, such as the adoption of China’s first socialist code 
` | for the Bank of China to deal in renminbi will open up com- | civil law, the first ever unified national examination for entry 
petition considerably, and thus opportunities for Chinese en- | into China’s burgeoning legal profession and the rocke 
~*=“prises. With an established network of some 20,000 


number of civil and economic cases taken to the cou 
anches and offices throughout the nation, ICBC is geared..| These will prove to be the real events of recent legal 
arw take advantage of further allowance for its branches to | tory. 
‘compete in the lucrative and prennon foreign-exchange Traditional China never had a code of civil lay 
business. Similarly, the Bank of China will be in a position to | rules as did exist regulated a vertically orien 
expand its customer base through its renminbi transactions. "| ‘bureaucratic way. There were few rules about t 
On the other end of the scale, establishment of Aijian Fi- |. for applying the law. There were no-courts oF 
nance and the Bank of Communications in Shanghai will | formidable magistrate who was at once ana 
further promote competition in an industry which has existed | vestigator, judge and jury. Naturally, there were no lawy 
iñ a stagnant pool for nearly 40 years. In addition, the confi-. |. As.a result, most disputes were settled by the parties without 
dent restructuring of the China International Trust and In- |. resort to legal process... 
“| vestment Corp. (Citic), to include.a de facto international..| What progress the nati iade in introducing # 
| bank cannot be underestimated, Both ICBC and Citic have: 0 and instilling a respect for a legal process was 
| quickly. established “correspondent: banking: relationships | swept: in, 1949-and the attem the communists to 
_ with major international banks around the world, and areal- -| adopt style law, courts and lawyers were themselves 
ready providing competition to the Bank of China and, in- | -short lived. China’s legal profession was revived in 1980, but 
-deed, among themselves, with the setting up of ICBC’s Trust | only last September did several thousand prospective la 
and Consultancy Corporations. yers take the first national examination to ester Ching 
4 The reforms of the past year must also be seen in the light. | 30,000-strong legal profession. Sponsored by their wo 
of the changes in China’s banking structure since the late | units, candidates must sit for the examination, even i-th 
| 1970s. What was then an inflexible system with a domestic | were one of last year’s 6,000 graduates from China's 40k 
“| monopoly controlled by the People’s Bank and an interna-. | schools. 
| tional connection controlled only by the Bank of China has- |© ~ In both urban and rural areas the profession has been or 
“now been blown wide open. Some of the reforms, must be |  ganised into several forms of legal services, not only as an ex- 
scenas fragile and open to some reversal, but it is difficult to | tension of the bureaucratic administration of justice but al 
foresee a total reversion. -| as-financially independent law offices staffed by so-call 
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_China’s lawyers have had an impact 
on legal behaviour, including dis- 
_pute-resolution habits, especially in 
~ the course of business relationships 
which have blossomed under de- 
centralised economic control. 

By the middle of last year 40,000 

Chinese large and medium-sized 
enterprises had retained legal ad- 
visers. This, contrasts starkly with 
the mere 411 Chinese organisations 
¿with legal advisers in 1982. Al- 
though there is no legal.obligation 
“to do so, many organisations place 
announcements in the national 
legal daily China Legal News to 
publicise their retainers. A survey 
of these public announcements 
shows that, as might be expected, 
“enterprises engaged in light indus- 
“try, heavy industry and commerce 
are retaining by far the most legal 
advisers. 
As a large number of these en- 
_terprises are located in the econom- 
„ically advanced provinces of Jiang- 
u, Zhejiang and Sichuan, not sur- 
risingly the percentage of retained 
egal advisers is highest in these 
reas. It is more difficult to explain 
why Shanghai and Canton, in parti- 
“cular, show remarkably. low per- 
centages of retained legal advisers 
vas compared to other economically 
‘advanced areas. It may simply be 
he result of a preference to an- 
ounce their retainers in the local 
ather than the-national press. 

The demand for the services of a 
wyer is not limited to state and 
llective enterprises... Organs of 
State administration, individual en- 
_terprises, a mayor and even a 
monastery in Sichuan were also 
among those organisations which 
announced they were retaining the 
services of a lawyer. 

The functions of a Chinese law- 
jer are not limited to in-house legal 
vice. For the payment of a mod- 
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-where 
half of the 
























For China’s legal profession, 
however, many problems still re- 
main.. Some are simply a result of 
the shortage of lawyers which can- 
not be relieved inthe short term. If, 
as is now commonly the case, 10 or 
20 similar enterprises in the same 
area share.one legal adviser, con- 
flicts of duty are bound to arise. 
There are still no clear guidelines, 
however, for lawyers to. resolve 
such conflicts. Other problems are 
more . fundamentally rooted in 
China’s political and ideological 
system. 

Like their Soviet counterparts, 
Chinese lawyers are coming to ~ 
crossroads: demand increases | 
their services:to be professional and 
independent, but so does state 
ressure..to. politicise the role of 
„lawyers. At a national conference 
of lawyers last July, Vice-Premier 
Qiao Shi reminded lawyers that 
they were “state legal workers not 
independent .professionals,” who 
must “faithfully serve the interests 
of the party, the state and the peo- 
ple and not put their clients’ in- 
terests before those of the state and 
the collective.” 

In recent years individuals in 
China have been allowed to engage 
in private business and even medical 
practice, but Marxist ideology on 
the interdependence of law and poli- 
tics will, as has occurred in the So- 
viet Union, effectively drive the pri- 
vate practice.of law underground. 

Closely related to the prospects 
of China’s legal profession is the 
current five-year campaign of le; 
proselytism, whereby the gene 
public is being instilled with an 
awareness of major laws and a res- 
pect for legal process. In high- 
ly politicised fields, such as the 
criminal law and human rights, 
such a campaign may be view- 
ed with cynicism both in China 


TOTAL CHINESE ORGANISATIONS 
WITH RETAINED LEGAL 
ADVISERS (1982 to 1986) 
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tFigúre includes only enterprises: People’s Daily 27 Sept. 1986, 
Source: China Statistical Annual (1985), 

























(Civil and economic cases tried by 
Chinese courts at first instance) 


















Ba Economic 
* China Daily 17 Feb. 1987. 


(1) This figure quoted in China Facts and Figures Annual (1982). 
(2) These figures are calculated on the basis of reported percentage p 
i : 


(3) includes some cases involving economic crime. 

(4) 90% are contract disputes. a 

Note: Reported figures are for 12 month periods but not necessarily $ 
a calendar year, 

@Edward J. Epstein’Hong Kong 1987. 

Source: Supreme People’s court Work Reports 1981 to 1986, E 
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and without. Yet some ress h i made in instilling 
even lawmakers and enforcers witha sense of legal process. 

Crackdowns on crime in the early 1980s, for example, 
flagrantly ignored the procedural rule requiring all death sen- 
tences to be approved by the Supreme People’s Court. Later 
the rule was amended. More recently, student demonstra- 
tions prompted the hurried approval of regulations on public 
demonstrationsin a number of major Chinese cities. The re- 
sult may be effectively to legislate away the constitutional 
right to demonstrate, but; even so, in these two situations it is 
significant that Chinese lawmakers felt the need to take legal 
measures at all. 

In the law affecting the day-to-day lives of ordinary peo- 
ple, however (such as laws about housing, divorce and family 
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adjudication of disputes. The traditional preference is to set- 
tle differences by mutual agreement after negotiation or 
mediation by a disinterested third party. The socialist 
Chinese have from an early date, on the one hand, seized 
upon this preference for mediation, politicised it and created 
an important place for it among socialist institutions. On the 
other hand, they have more recently attempted to instil a re- 
spect and confidence in law and legal process. 

The result has been an astonishing rise in the number of 
civil actions and contract disputes brought to the courts for 
resolution. In 1986 there were more than 1 million civil dis- 
putes taken to court in China. This was an increase of 16% 
over the previous year and almost four times as many as the 




















1 Private enterprise in Hebei: legal restrictions. 
































over the previous year. 
-At the same time the work of the courts has increased, the 
number of “people’s mediators” and cases mediated has 
been falling, despite an overall increase in the number of 
‘ion’ committees throughout China, which now 

ly 1 million. This is a very significant develop- 
iia ment. ina ‘Society 
where non-litigious 



















PEOPLE'S MEDIATION 
1980 TO 1985 


Cases 
(milion) 


Mediation has been: so firmly 
; entrenched by tradi- 
tional. norms. and so- 
cialist ideology. 

Was. the conven- 
tional view of the re- 
luctant Chinese. liti- 
gant merely a myth? 

studies of Taiwan 
under Japanese rule 
and non-Chinese be 
‘digenous peoples. 
onder British and 


y ii by Arid 
hcolonial rule, have shown similar patterns òf dispute- 


decline in people’s mediation tends to support China’s very 
strong ideological and political commitment to mediation as 
“an institution for dispute settlement. 
Jt must also not be forgotten that most civil actions do 

_it.end in a court judgment, but are successfully mediated 
by the court itself. The proportion of cases successfully 
mediated by the courts, however, has also decreased in re- 
cent years. 

~The most significant event for Chinese legal process in 
1987 will probably be the Supreme Court’s recent decision 
gradually to establish administrative chambers at all levels of 
people's courts. Initially, this chamber will hear appeals on 
the decisions of public-security organs, as is provided under 
the new Public Order Regulations. Ultimately, however, 
they are bound to take over from the courts’ “economic 
chamber” the jurisdiction to hedr all kinds of administrative 
appeals, such as taxation appeals, patent and trademark ap- 
peals, appeals from environmental orders and so on. 

Increased economic activity and prosperity, heightened 

awareness of legal rights and the procedure for enforcing 
them, the novelty and hope entertained by disputants in the 
courts, and judges and lawyers have all played a role in sig- 
nificantly elevating the status and function of the legal pro- 
cess in China. Nevertheless, lawyers are still beaten by the 
police and thrown out of court by tyrannical judges. Parties 
are still forced to compromise disputes when judgment 
would be more favourable to one side, and courts still give 
judgments without hearing the parties. 7a 





dispute. settlement 


lement behaviour when new external mechanisms have | 

-been made available to resolve disputes. Far from exploding || 
the myth of a reluctant litigant, however, the relatively small 

fluence, the army is concentrating on raising its technical and. 











[PLA on parade: 
MILITARY 






















By David Bonaviain Hongkong 
Ti latest round of political controversy in China. is 








thought unlikely to cause more than ripple int ü 
ple’s Liberation Army (PLA). Already closely pro 
tected from “bourgeois liberalism” and its “corrupting” in- 




































tactical level.and on demobilising a million men, or abou 
25% of its previous strength. 

The military press and political commissars have $ 
marised the campaign against bourgeois liberalism 
benefit of those in uniform. The Liberation Army Daily ha 
noted that it has caused confusion. “Some of our comrades 
are worried that the opposition to bourgeois liberalism 
hamper reform, opening up and enlivening the economy be- 
cause of some negative phenomena.” ’ 

Until quite recently, the PLA commanders were deep! 
involved in politics and most of the ruling politburo had 
military background and numerous useful contacts in th 
armed forces. Elder statesman Deng Xiaoping, however, ha 
tried to depoliticise the PLA to a considerable extent and in 
structed it to concentrate on turning itself into an effective, 
modern fighting force. 

As chairman of the Military Affairs Commission of the | 
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body cared to face him down. 
With their new, sm rt uniforms and 
































the recent emphasis 
| on technical and general education in the PLA, its officers 
< may be less inclined to support the late Mao Zedong’s exhor- 

tations to plain living and political study. The soldiers’ diet 
has been improved, which means higher incomes for the 
peasants in areas around large military concentrations — 
‘even the PLA cannot grow all its own food. 

Nonetheless, it is only a decade or so since the PLA was 
invested with the halo of Maoist political purity and the role 
of protector and servant of the peasants and other civilians. 
Its production facilities for:arms and other military goods 
have been to a large extent converted to production for the 
civilian sector.. Meanwhile, there is difficulty in finding jobs 
for the 1 million men supposed to be stood down, and many 

of them are simply being put in charge of militia units in 
towns and rural areas. 


In fact, only about half of the total demobilisation target 
has been met. The civilian 







stern lly in avionics 
r guidance and computers 

Particular attention is being paid to modernisation of the 
air force, the crucial arm in much of modern warfare. Tacti- 
cal exercises held last spring involved “advanced supersonic 
fighters, attack planes, bombers, transports, helicopters, 
tanks, airborne troops and surface-to-air missiles,” accord- 
ing to Xinhua newsagency. China has also designed and built 
a naval bomber with air-to-ship missiles. 

In other service branches, China boasts development of 
Chinese-character computer and telex systems, automatic 
decoders and lasers which determine whether a shot “fired” 
in an exercise actually hit its target. 

Military experts judge that China could not outgun any 
major military power in the world today. But with its success- 
ful rocketry programme — now being touted for commercial 
hire — its ICBM capability is accepted by chiefs of staff of all 
big powers, who would hesitate to deliver a nuclear blow to 
China for fear of damaging retaliation. 

Despite the removal of their political glamour, China’s 
soldiers are still involved in the life of the area where they are 
































economy cannot cope with 
more in such a short time. 
However, soldiers with tech- 
nical training are useful in 
_ factories, transport concerns 
and communications, while 
those who were born in rural 
villages may reconcile them- 
selves to returning to peasant 
fe, because economic rte- 
forms have made it more pro- 
table. 
As to its true military role, 
the PLA faces a dilemma. 
There is no serious military 
_ threat to China just now from 
either of the superpowers and 
even the Vietnamese are not 
anxious for war while so 
Many of their troops are de- 
ployed in Cambodia. There | 
has been no obvious enemy 
since the smile diplomacy to- 
wards Taiwan was begun five 
bea ago. The Sino-Soviet 
order problem shows signs | 
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everything for sale. 










































__ of possible solution, though relations with India remain tense 
on both the Sino-Indian and frontier sectors. 

i Without an obvious enemy, it is hard to make troops 

< fanatical, and fanaticism has been the best weapon of the 

_ Chinese army both in history and in recent decades. 


ne modernising move last year was the creation of 
Oe army groups, in place of the former 11 mili- 
ue tary regions. This makes it easier for the PLA to fight 
an invasion in depth, and works against political fragmenta- 
lonamong regional commanders. 
__ Western: arms. manufacturers have mostly been disap- 
pointed so far in their. hopes of selling large amounts of up-to- 
date weaponry to China. The Chinese have looked, and 
smiled; and kept their cheque-books in their pockets. But 
some.small advances in their demand for foreign hardware 
have been observed. 
Meanwhile, Peking has entered the lists as a substantial 
exporter of conventional weapons. In November last year, a 
large exhibition of Chinese-made arms was shown among 
other countries’ defence technology. It included missiles, 
tanks, armoured vehicles, planes, artillery, radar and new 
engine and laser.systems. 
China is estimated to have earned about US$1.5 billion in 








_ arms exports to Third World countries in 1986. This helped 
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stationed. A recent report from Sichuan province said th 
had been a big transfer of power over local militias to civil 
authorities. 

Emphasis is again being placed on academic preparation 
of military officers. The National Defence University — de- 
scribed as “China’s highest military institution” — was 
opened last September after a 20-year period in which formal 
instruction was neglected. 

The Peking Monthly Forum reported that the university 
had been completed in 1985. It has subsumed the ‘roles of 
three previous academies — the military academy, the politi- 
cal academy and the logistigs academy. A university spokes- 
man said the new school would focus on turning out “highly 
knowledgeable and capable” military intellectuals with 
“strategic minds and the ability to direct combined opera- 
tions, who know not only the ground forces, the navy and the 
air force, but also military affairs, politics and rear-service 
work.” 

The academy has a national-defence research depart- 
ment, a “basic department” (presumably for new officer 
cadets), a refresher-course department and a teachers’ train- 
ing department. Later there will be a post-graduate institute, 
according to Xinhua. The school already has 78 professional 


research fellows “who are quite influential inside and outside 
the army,” Xinhua claimed. 













Se) SESS 
Beijing Jeep Corporation: 
e Years of Progress. 


1987 marks the beginning of the fourth year of operation for Beijing Jeep Corporat ion, a 
joint venture between Beijing Automotive Works and American Motors Corporation. Last 
year, Beijing Jeep Corporation produced a record 23,972 four-wheel drive vehicles. And 
BJC also paid its first dividend to its foreign investor, American Motors Corporation. 


A lot has happened in the first three years. Since its September 1985 introduction into the 
Chinese market, Jeep Cherokee has been extremely successful, and the Cheri kee local- 
ization plan is well underway. In addition, Beijing Jeep Corporation is now exporting 
Cherokees to customers in Asia and Central America. These steps are only the beginning 


This summer will mark the start of manufacture at Beijing Jeep Corporation of American 
Motors Corporation's modern 2.5 litre 1-4 engine. To prepare for this, BJC’s plant facilities 
are already undergoing modernization, and they will ensure the support of our high 
quality standards. 


The successes of our first three years in China signal many more in the years to come. 

As we work to expand our operations, we are developing a progressive export strategy that 
will put us in a very favorable position in the Far Eastern market. And with the continued 
dedication of the Chinese workers and our global reputation for fou r-wheel drive excel- 
lence, the future of Beijing Jeep Corporation has never looked brighter. 





FE American Motors Corporation 
Southfield, Michigan, U.S.A. 
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NOW, WE MEET ALL “YOUR NEED — 
ANYTHING THAT BELONGS IN THE CATEGORY OF 
MACHINES AND EQUIPMENT IS AVAILABLE — MACHINE TOOLS, 
CONSTRUCTION EQUIPMENT, MANUFACTURING MACHINES, 
SHIPS AND AIRPLANES, OFFICE MACHINES, 
FREEZING EQUIPMENT — AND SO FORTH. 


THROUGH OLC’S NETWORK 
WE NOT ONLY MAKE YOUR BUSINESS COMPLETELY ESTABLISHED WITH LEASING 
BUT ALSO PROVIDE ALL FINANCIAL SERVICES YOU NEED 


OLC’s subsidiaries and affiliated Companies in Asia 2 2 E] 

Hong Kong — Orient Leasing (Asia) Ltd, Orient Leasing (Asia Ltd. 
— Orient Leasing {Hong Kong) Ltd. ss : z 

Singapore — Orient Leasing Singapore Ltd. Licenced Depasit—Taking Company 


Fen, A . si 7 A 4 = 
a fv o a tan ca > Orient Leasing (HK) Ltd. 


Korea -- Korea Development Leasing Corporation 






. 





i s e £ Equipment Leasin cialist 
Philippines — Consolidated Orient Leasing and SENET g Speci 


ient Leasing Co., Ltd. Finance Corporation 30th Floor, United Centre, 95, Queensway, Hong Kong. 
TOKYO Thailand — Thai Orient Leasing Co., Ltd. Tel: 5-295522-7 Telex: 75680 OLCHK HX 


Sri Lanka — Lanka Orient Leasing Co., Ltd. 
China — China Orient Leasing Co., Ltd. 




















The Tokyo sto 


On top 


By Bruce Roscoe in Tokyo 
he comic books male Japanese com- 

F muters are seen reading en masse on 
trains usually depict vivid, lurid.con- 


bE quests of the opposite sex. These days, . 
pornographic comic-book 


however, the 


industry is being outbid by a new genre 


T Suddenly, stocks have become-a na- 


aver upward. Of course, housewives do 
ot live in the clouds, and clouds and a 


ast year that the 
issues listed on the 7 
xchange (TSE) is now neck and‘ 
with the market capitalisation of the 
| New York Stock 


rent capitalisation to overtake Wall 


Street and become the world’s biggest: || 


stockmarket.’ That could beachieved by 
a mere 4%.appreciation of the yen to 
the US. dollar, to.a level of around 
¥147:US$1. The exchange rate is now 
hovering at around ¥153-154:US$1, 
though the yen earlier this year rose 
momentarily as high as ¥148:US$1. 

As of 7 March, the Tokyo market 
was worth 377 trillion (US$2.46 tril- 
lion), compared with US$2.56 trillion 
for Wall Street at the end of February. 
At the end of September 1985, the TSE- 
to-Wall Street capitalisation ratio. was 


only 42%. A year later it had risen to 


77%. The huge gain is partly a result of 
the revaluation of the yen, but Japanese 


stock prices have also risen sharply.. 


Also, the partial float of Nippon. Tele- 
phone and Telegraph has added ¥6 tril- 


lion to the market in three weeks;. 


-if current prices hold, the Japan Air 
Lines float around October will ad 
another ¥450 billion. 

The implications of Tokyo’s ascen- 
dancy are many. Few foreign fund man- 
agers would have increased ` their 
portfolio weighting of Japanese stocks 
by 40% in the past year to reflect the 
yen’s appreciation. Overseas institutions 
and individuals in 1986 actually made 
net sales of Japanese stocks of ¥3.4 tril- 
. lion, more than double their previous 
| highest net sale for one year. Foreign- 

-|.ers, in short, gravely misread the mar- 
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neck. | 


xchange. Tokyo |, 
needs only to add about 4% to its cur- | 











ket. In the past, their buying on the 
TSE has influenced Japanese buying. 
That is clearly no longer the case. Tokyo 
has decided to pace only itself. 

As Kleinwort Benson senior analyst 


t Peter Tasker remarked in a recent 
of comics devoted to the stockmarket. «| 


study: “Now ‘that foreigners: and the 
‘Western rationalism’ they are thought 
to employ have relinquished their posi- 


| tion. of moral authority — by. being 
wrong for three years in a row — Japan- 


ese investors are free to operate.accord- 
ing to their own natural inclinations. 


‘Those are exemplified not by the invest- 


ment research that the Japanese houses 


| TOKYO / NEW YORK STOCK EXCHANGES | 


LERT CLOSING THE GAP 
; Comparative k 
capitalisations 


On free 
"70 '75 "BO '85 ‘8G Jan. Fab. TMar. 
i kamoo T eei 
mn Now York Stock Exchange 
nome Tokyo Stock Exchange 


ket is poised to overtake Wall Street 


of the world 


p/e ratios because earnings or net profi 
disregard the net worth or asset i 
of many companies. Thus, investors 
seatching out companies with. “la 
assets,” such as land and portfolio? 
ings, which appear on the balance-she 
at their purchase price or par value, 

In 1986; Tokyo p/e ratios of shat 
the 225-stock Nikkei index dou 
from 30:to 61. Seem in 
ratios, suchas 1,190 for AIL-Ni 
ways, became commonpla 
parison, the average pe 
30: Dow Industrials “at: 
January was suet B67. k 

Po for 


Compa ative price! q ‘ ; 
nas sive; their Jay 


terparts would say 1 
could be cheape: 
Sekiyama, an asso 
{o editor of Nikket | 
: Markets, cited two ena 
1 plesina recent pape w 





‘Notes: Yokyo pée ratios ara for 228 stocks in the Nikkei Stack Average:, 
New York tatios for Dow Jones 30: 1 The Tokyo 


figures are average ration, 
‘The 1988 New York figure is for 


MEY EOI PAM oy Prony Hi inal eat ong. ranged from 


supply to their overseas clients, but by 
the language of the stockmarket. press. 
where price-earnings ratios [p/e], earn- 
ings prospects, and. financial stability 
are simply never discussed. 

“Technical considerations and the- 
matic rightness supply the motive 
force to stock. price appreciation. 
Again, the themes: which will have the 
most piquancy for Japanese investors 
are those which correspond to their vi- 
sion of an economy in transition.” More 
important, it is now clear that-what has 
occurred in the. past year is nothing less 
than a fundamental revaluation of Ja- 
panese companies’ assets. In terms of 
market capitalisation, for example, 12 
Japanese utility companies (11 electric, 
one gas) grew larger than the top 110 
electronics .companies; the value of 
Tokyo Electric Power Co. alone rose to 
20% more than the value of all listed 
stocks in Hongkong. 

Japan's stock trade press is ignoring 


toustriads Average. 
aii the Nine York figures are highs. Snapes: Tokyo Stock Burhan f- 
December ony, Yamaichi Fene initte, 





said. Similarly, 

per share according to 
balance-sheets of Ja 

top city banks sin: 1984 
#2502 
yet if latent assets were added, thee 
age would have exceeded 1,000 


bala a argument assumes 
Japan is:correetly valuing its lh 
However, few foreigners and ey 
er Japanese would contend t 
ese land prices are not artifici 
Based on average prices, Jape 
its. total land area at 50% more thar 
of the US, which is 24 times:-the are 
Japan. As Tasker notes: “As is obvio 
to the most casual observer, there 1s 
shortage. of land in Japan, only gro 
inefficient methods of use.” Stoe 
ket prices have aped rising land 
golf-club membership prices (in| 
the Nikkei Golf Club Member: 
Index jumped from 190:te: 35 

In many cases consume 
not setting land prices. Ins 
suburbs, for instance, mor 
skill of a private detective toi 
owners of idle properties awaiting 












some “Japanese analysts take the 
nd-value’debate instride and counter 
n- that surging Tokyo stock prices 
present a “structural” bull market. 
te rate of growth in individual finan- 
l resources, for example, is doubling 
owthin gross national product, andthe 
tional savings ratio is high at around 
%. Along with this accumulation of 
pital in financial institutions, corpo- 
€ borrowings have shrunk, causing a 
ent of funds to rush into equity in- 
ents. Moreover, five cuts in the of- 
discount rate, to-2,5%, in 14 































eposits as low as 1.7% , which has pushed 
10re individuals into the market, One in 
very six Japanese now owns shares. 
Institutional investors such as trust 
anks and insurance companies are as- 
ming a greater weight in stock owner- 
hip. Their assets are ballooning. Pen- 
n funds held by trust banks, for in- 
lance, are expected to reach ¥35 tril- 
n by 1990, compared with ¥16.6 tril- 
1 at the end of 1984. Financial institu- 
ns’ net buying of Japanese shares 
ibled from ¥500 billion in 1983 to 
l trillion in 1985.: 
f the Tokyo bull market is indeed 
ctural, it may become even more so 
n Japan abolishes its. tax-exempt 


BORROWINGS 


| of which are held anonymously. 







nonths have resulted in returns on’ bank 


1 of these saving 


e to e sa made up 
inly of postal savings ac 


nts, ma: 


timated at three times the capitalisation 
of the Tokyo stockmarket, Many invest- 


ings interest. Stockmarket capital gains 
~— at least at the level individuals are 
likely to manage — are tax free: only a 
small transactions tax applies on share 
sales. 


here are other reasons why Japan- 

ese stock prices are high. A paucity 
of new issues is one. And as a result of 
cross-holdings among Japanese com- 
panies, which effectively lock up shares, 
few shares are actually being traded 
compared with the number of listed 


given Wall Street a higher average trad- 
ing value than Tokyo. In 1984, New 


was far greater than the US$270 billion 
for Tokyo. But higher Tokyo. prices 
have closed the gap, with recent 
‘monthly trading values topping the 
US$100 billion mark; 





Cross-holdings (where, for example, 
Mitsubishi Corp. holds shares in Mit- 
subishi Bank, and vice versa) would not 
come onto the market unless companies 


needed cash instantly. Some foreign’ 


analysts take the view that this scrip 


shortage helps push Tokyo prices to ar- | 


ittle cheer for Jack 














Hamish McDonald in Sydney 
outheast Asian entrepreneur Jack 
hia’s group has been bought out of 
main Australian venture,:.a partl 
pleted A$1 billion (US$678 million) 
bourne property So hag by its chief 
ncier and partner after severe cost 
runs. Extraordinary losses for the 
| companies are likely to exceed 
million. 
e notice by Australian Guarantee 
- (AGC) that it was buying Chia out 
he massive South Yarra Project 
me after several months of rumours of - 
fficulties. Sprawling along the banks 
Yarra River, the apartment, 
tel, office and shopping centre ven- 
è is among the most ambitious urban 
levelopments. in Australia. Trading 
lares of locally listed Jack: Chia 
alia) Ltd (JCAL) was suspended 
efly at its own request just before the 
arch announcement of the deal. 
GC, the ‘consumer’ finance. and 
ng arm of Westpac Banking Corp., 
it would purchase the Chia proup’s 
st in the project for A$16.15 mil- 





























further equity or debt funding. Pros- 


ack Chia cuts his losses on a Melbourne property project 


lion, subject to detailed valuations. 
AGC had previously been the only out- 
side participant with 29.4% equity. In 
addition, its merchant banking ‘sub- 
sidiary, Bill Acceptance Corp. (BAC), 
had provided an A$200 million loan 
package with six other institutions last 
April covering construction of the pro- 
ject’s first stage. 
Strikes and work bans by building 
workers after deregistration of a leading 
building union, weather problems and 
depreciation of the Australian dollar: 
were blamed for a blow-out in estimated 
cost of the first stage — though by how 
much was not stated. As a result, JCAL: 
said, “funding significantly in excess of 
that currently in place will be required 


‘to complete Stage One?” 


After studying options, directors de- 
cided on a sale of the company’s invest- 
ment. JCAL will retain a financial in- 
terest in the outcome of the project —a 
20% ‘share of whatever profits ate made, 
if any — but will not have to contribute 


ors are expected to transfer funds to the | 
stockmarket rather than face tax on say- 





shares. This phenomenon has usually. 


York’s trading value of US$770 billion 


Iso mai 

‘oss-holdings make the measure of 
market capitalisation less meaningful 
than trading value, a true gauge of mar- 
ket activity. But the Tokyo market is 
changing in this regard, as several large 
/ manufacturing companies, among them 
Nippon Steel, recently have been un- 
loading shares of group companies onto 
the market in order to raise cash. A wor- 
sening of the manufacturing recession 
could only accelerate this trend. 
But if Japanese companies’ assets 
are as undervalued as many investors 



























“companies, nor were company execu- 








pects of a profit from’sale of the first 
Stage, targeted for May 1989, are rated 
gloomy by AGC which, “as a matter of 
prudence,” has set aside A$30 million 
on an after-tax basis asa provision for its 
possible loss. 

Of the Chia group’s initial 70.6% 
equity, a deal in April 1986 had transfer- 
ted a 20% stake to JCAL in return for 
shares and options valued’ at ASIS.3— 
million. The AGC payment to JCAL in- 
cludes A$2.8 million for this holding, 
meaning the Australian listed vehicle 
suffers an A$12.5 million extraordinary 
loss in its financial year ending 31 March 
1987. As the shareholders’ funds at last 
balance date were A$13.9 million, this 
would severely reduce: the company’s 
capital base if fully absorbed. 


Heee Chia’ himself, JCAL’s 
chairman and major’ sharehold- 
er, has decided to “gratuitously absorb” 
half of the loss over an unspecified 
period: As a result, JCAL said, net tan- 
apt a backing which would have 
allen from 44.5 A cents a share to about 
27 cents, would rise back to’ about 35 
cents. JCAL shares have been trading 
around 23 cents since the buy-out. 

The JCAL announcement did not 
touch on the position of Chia’s other 
















tives available. for questioning. The 
companies have received A$13.35. mil- 


























', cross-holdin 
: overs all. but impossible. This 
Jom ange as such holdings diminish. 
| Sekiyama makes the point that Japan- 
ese managers are rethinking the whole 
concept of takeovers. They are doing so 
because of the obvious advantage in ac- 
k quiring existing enterprises rather than 
éveloping new products or building a 
new plant from scratch at a time when 
the. life-cycle of many products and 
_ technologies is contracting. 












lion from.AGC for equity carried in 
their books ‘at. A$44.47. million. For 
their 50.6% of the South Yarra Project 
this works out at premium of about 
| A$6.27 million on the pro-rata equiva- 
‘| lent of the price paid to JCAL. This is 

"just above the amount Chia said he 
: would pump back into JCAL. 

The. withdrawal leaves Chia with a 
much reduced profile in Australia. With 
connections dating back to a manufac- 
turing licence from an Australian drug 
company for cough drops in his pre- 
1949 days in Shanghai, the Bangkok-re- 
sident Chia has pursued textile, confec- 
tionary, and’ kitform housing: invest- 
ments in Australia, but these have been 
overshadowed. by his city property 
developments. Overruns in the South 
Yarra project appear to have reversed 
JCAL’s climb back to profitability from 
` a loss of A$2.6 million in the year to 
March 1985. to a small- profit: of 
A$224,000 in the 1986 year. Half-year 
results to last September showed a loss 
of A$1.27 million. 










» Nigel Holloway writes from Singapore: 
Jack Chia flew back to Singapore from 
Melbourne.as soon as his decision to 
pull out of the South Yarra project was 
made public there, and small wonder. 
He said the following day that he had 
burned more than his fingers from the 







Tokyo needs mo 




































Aros the Tokyo stockmarket 
is nearly the world’s biggest, it is 
not the most sophisticated. It 


vi are 
will e some time before Tokyo 


matches Wall Street’s range of invest- 
ment exotica. 

For example, investors cannot hedge 
Tokyo stock trades. with futures instru- 
ments such as puts or calls, giving in- 

_. vestors the right to sell or 
buy. shares at a specified 
price in the future. The 
¿market as a whole cannot 
be shorted, because there 
¿is no futures contract on 
either the TSE -all-share 
index or the 225-stock 
Nikkei index. 

‘Investors. playing. the 
Tokyo market can buy 
stocks on margin or short 
‘individual ‘stocks if they 
hold a margin-trading ac- 
count, but that is about all, 
other than the straight 
buying and selling. of 
shares. There are some 
equity warrants of Japan- 
ese companies listed on 
the Tokyo exchange, but 


“the market is young and 
relatively illiquid. Serious 


ment was probably the most disastrous 
decision of his career. 

The book losses are massive and the 
blow is only slightly softened by the 
positive effects on his group's cash flow 
of no longer having to finance the pro- 
ject. Chia, says the extraordinary loss 
arising. from the sale of the project to 
Australian Guarantee ‘Corp. is about 
$$83.71 million (US$39. 1 million), of 
which §$25.46 million is incurred 
by the Jack Chia~MPH Group (his 
Singapore-listed vehicle). 

This is the result after taking into ac- 
count Chia’s so-called “foss-reduction 
scheme.” Under this arrangement, his 
privately owned company incorporated 
in Hongkong, Jack Chia Holdings 
(JCH), acquires from the JC-MPH 
group and its: associates a. substantial 
part of their investment in the South 
Yarra project at their original cost of 
A$44.47 million. The consideration from 
AGC attributable to the sale of this in- 
vestment- amounts to A$10.1 million, 
Chia says. JCH will thus suffer a loss of 
A$34.37 million from:this sale.. JC-MPH 
will retain an additional A$3.25 million 
of the total payment of A$16.15 million 
from AGC. 

The pain does not end there. JCH 



















will also contribute A$5.77 million, its 
half-share of the loss incurred by JC- 
MPH’s Australian associates, Jack Chia 


“i; investment. In fact, the original invest- | Properties (Australia) and Jacy Invest- 


re hedging instruments to equal New York 












investors much prefer over-the-conntc 
warrant trading in London, where most 

| of the Japanese warrant bends ha 
been issued and where the bonds 
often detached warrants are trade 
heavily. 

The Ministry of Finance has, in 
ever, approved the introduction 
stock-futures trading on the Osak 
Securities Exchange (OSE), with 
ing in a futures contract based on ah 
ket of 50 stocks to begin on 6 April. 

The Osaka Futures 50, made up i 
stocks listed mostly on the Tokyo n 
ket with only three listed ow the OSI 
their main market, is expected to | 
big hit. A survey by Nihon Ke in 
bun, Japan’s financial daily, indicate 
that daily trading would reach ¥ 
lion. 

Next year, Osaka is planning t 
regs a stock«index contract based. 
the 






































ments (Australi 
loss for JCH o 
MPH will enter into a formal agri 
with Chia and/or his JCH u 
loss-reduction scheme. Chia said t 
his own family interests had taken 
these losses out of a “moral obligation’ 
to shareholders in the publicly listed 
companies, and not for any legal reaso! 
The disposal of the Australian p 
ject will cut the net tangible asset bac 
ing of JC-MPH shares from S$ 1051 
S cents and erode earnings per 
23 cents, but will lead to annual s 
in interest costs of S$10 
which 64% is attributable to JE 
Chia said. that the Asian companies 1 
the group had sunk A$60.95 milio 
the project. i 
Although the company’s stateme 
gave a. number of reasons for the p 
out, Chia implied in Singapore tha 
main factors behind the decision w 
poor labour productivity, substa 
exchange losses and cost overruns. 
Chia has been drawing in his hore 
other fields as well. In recent mort 
he cut his stake in Haw Par Brother 
ternational from 24.9% to about” 
realising more than. SS80 mi 
and a large profit, JC-MPH also 
off a proposed S$56 million ise 
vertible unsecured ‘bonds on 
ary. The company cited the comp 
of the issue, 




























































By Michael Westlake in Hongkong 
‘he setting up of a high-level working 
roup to examine a private Hong- 
g consortiums giant plan for new 
ontainer terminals, roads, housing and 
‘replacement airport in late February 
tas indicated that the government — 
er Some initially lukewarm reactions 

is taking the scheme seriously, 
hough some doubts have been express- 
d and there are still unanswered ques- 
tions about various aspects of the 
scheme. ` 

"The consortium, led by Hongkong 
usinessman Gordon Wu's Hopewell 


ient with three’ options (REVIEW, 29 
an.) with estimated construction costs 
HK$20-25 billion (US$2:56-3.2 bil- 
ion). But a fourth option, Scheme D, 
omewhat less ambitious and appa 
ently capable of being implemented in 
eral phases, seems to have been the 
in subject of discussion at the gov- 
ment working group’s first meeting 
ith the consortium on 27 February. 
All four options are based on differ- 
aspects of Hongkong’s infrastruc- 
ral development already being consi- 
ed by various government depart- 
ents, but tie all the aspects together as 
ne m and bring some of them for- 
ard both in scope and in projected tim- 
And it is the scale of the entire pro- 
ct- and its possible effects on the 
our market and the economy — 
hich is giving the government some 
orries at present. 
Although most.media attention has 
en focused on the plan’s alternative 
w airport sites, the government is 
adamant that development of Hong- 
kong’s port facilities is its first priority 
and the consortium agrees, saying 
the airport was added to its plans 
ter other aspects had been consi- 
dered. And the consortium’s intention 
seems to be to make Hongkong even 
re vital to the development of south- 
rn China than it may be already, b 
connecting its planned port’s roads with 
~Hongkong-Canton highway. that 
Hopewell is due to start building next 
month. 
The consortium took as its starting 
t present and expected. congestion 
‘the port areas, in which the Kwai 
ng container terminal’s 2,300 m of 
rths and 88 ha of back-up area hand- 
ed-about 80% of 1986's 2.77 million 
TEUs (20-ft equivalent units). The rest 
s handled by barges and lighters load- 
g and unloading ships moored in the 









The Hongkong quartet 


"he government starts to look seriously at infrastructure proposals - 


harbour, with cargo brought ashore and 
transferred to trucks at various wharves 
in urban areas. 8 
The 1986 TEU total represented an 
increase of almost 22% over 1985, 
against a forecast of about 5.5%, and 
though some shippers are forecasting 
only marginal growth for 1987 because 
of a combination of trade protec- 
tionism, particularly in the US, anda 
shortage of foreign exchange cutting 
China’s imports, subsequent growth is 
expected to rise again with Hongkong’s 
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i K REVIEWMAP by 
increasing role as a transshipment 
centre for China. : 

Kwai Chung’s present six container- 
vessel berths will rise to nine with the 
completion of Terminal Six in 1989, and 
the projected Terminal Seven will add a 
like number later. But this is the end of 
the present committed phase of port 
development —- a projected Terminal 
Eight, planned to extend southwards in 
line with the other new terminals, has 
been blocked by fears that it would add 





to already bad harbour pollution by 
obstructing tidal flows through the har- 
bour from the east. 


The government's official Port 


HONGKONG’S ‘NEW' SCHEME D | 





gytang COM 


[an May last year, picked as the 
best option the development of 
Stonecutters ‘Island — west of urban 
Kowloon — with container terminals 
added gradually as needed, but presup- 
posed the building of Terminal Fight. It 
also looked at building a massive break- 
water from Lantau Island's eastern side 
to give an extra protected anchorage for 
midstream cargo-handling, but decided 
against “this because -the breakwater 
would serve no other purpose-and the 
westernmost side of the harbour would 
require regular dredging. 

The consortium’s response to this, 
with only slight variations between all 
four plans, was to look at building a 
giant. breakwater as an artificial island, 
with container-vessel. berths on the 
deep-water side and barge and lighter 
wharves on the s side, thus avoid- 


















































































“way 
and Lantau islands. 





. T: government also. had plans 
. fora “Route X” from the Kwai 
Chung area to the border with 
China, and the Hopewell plans pre- 
suppose shifting its alignment west 
from Kwai Chung so that it would 
link the Hongkong-Canton high- 
way with a road to the artificial is- 
land, thus providing port access and 
a giant western highway for the 
whole of Hongkong. Scheme D’s 
new airport site has been adapted 
from a working paper on alterna- 
tive sites submitted to the govern- 
ment. by consultants in 1980: —.a 
- paper which in fact recommended 
Chek Lap Kok island, west of Lan- 
tau, as the best. option, and which 
assumes roads and housing being 
developed on Lantau. 
z Although none of the individual 
: parts of the plan are in themselves 
ppe original, Wu’s vision in. 
ining them and probably im- 
proving them has won him wide praise 
~~ even though government spokesmen 
are quick fo describe the plan only as 
an outline, with many details'to be set- 
tled before any decision can be taken. 
But though it might:be ‘unfair; some 
observers see a trace of a:“not‘invent- 
ed here” attitude in the government’s 
early hesitation. about endorsing ‘the 
plans. ek kf 
Part of this:may well be due to ‘the 
gaps in the plans —~ the cost estimates 
are for construction only, expressed in 
1986 dollars, and take no account of 














financin charges. or © -revenues. 
Hopewell itself points out that it is not 




























3 j Highlights | = . = : ere canned 


Profit pe taxation up 67 %. Dividend up 50%. 

i Property revaluation surplus of HK. $3,959 million. : 

| Debt down to 31% of shareholders’ funds. 

| Dairy Farm demerged, = n 

7 Mandarin Oriental and Jardine Strategic Holdings demergers 

proposed. 

m Portfolio 97% h ased. Proen market strong.. 

I Dividend. to be at least maintained i n. Pe? a after demergers. 


Net borrowings = $6,215m $10,542 
Shareholders’ funds. $20,020m = $16,480m 
far Net asset value per share a RE e g2 
I Conversion rate: US$1.00 = HK87.80 Seok nS 7 we a. oe 


The Hongkong Land 1 Company Lid i 


One Exchange Square, Hong Kong: Pog 














, the release of land: for housing 
elopment or any other form of pay- . 
enttothe consortium. © 
But Wu’s vision has brought him up- 
ainst officialdom in the past, when he 
ent to court to overturn a town plan- 
ng decision which was preventing him 
m building the Hopewell Centre of- 
ice tompie on Hongkong Island in the 
fe 1970s. Although he won, and the 
tre is now valued at about HK$990 
llion, his action did not go down well 
th some officials —- and he has been 
able to get permission to redevelop 
area around the centre, 
erhaps fortunately for Wu, the gov- 
nment’s working group is headed by 
lief Secretary David Ford and in- 
ides Deputy Financial Secretary John 
axley, so any input from the govern- 
it will be from the top down. But 
ixlev, when interviewed by the 
TEW, was anxious to dispel the no- 
ol urgency given to the plan by the | 
swell timetable, which aimed at 
ion of the airport by mid-1992 
the port by the end of 1993. 
aley praised Wu’s plan, saying: 
ha: given us civil servants, who have 
: n, a kick in the backside.” But. 
ded: mportance of the 
is that it encourages us to 
our thinking.” He said the plan 
ly an outline at this stage, though 
now taking more definite shape as 
consortium answered the many 
tions which have arisen. 
He also expressed concern about the 
unt of labour such a plan would 
i from Hongkong’s workforce, in 
f other projects already commit- 
uch as the redevelopment of the 
loon Walled City, Junk Bay and a 
way around the New Territories, as 
housing — plus fears of adding to 
ation by pumping inté the economy 
huge amount of money the project 
uld demand if attempted too quickly. 
Yaxley also expressed caution about 
pewell’s track record on other pro- 
ts, pointing specifically to the Hong- 
g-Canton highway which has suf- 
d several delays. Although work is 
























































But on a more positive note, Yaxley 

a paper would: be submitted to 
longkong’s Executive Council shortly 
the future of Kai Tak Airport — 
ih Chek Lap Kok was still the first 
ion as a replacement because: site 
ies: have already been done. He 
ed that a decision on port develop- 
should be madé by the end of this 
u 




















strapped: government can sim- 


By Vaudine England in Jakarta 

edo rice production policies 
Shave taken a new, paradoxical turn 
since November 1986, with the adop- 


tion of coordinated, more ecologically | 


sound crop management techniques 
somewhat in contrast to the longstand- 
ing policy which helped the country 
achieve self-sufficiency in rice produc- 
tion in 1984. The November announce- 
ment of restrictions on the use of many 
pesticidés was only part of a new rice 
crop. management system being pro- 
moted by the UN Food and Agriculture 
Organisation (FAO) called integrated 
pest management, an agricultural ver- 
sion of the “less is more” philosophy. 
“For 20 years we have encouraged pes- 
ticide use,” said Planning 
Minister J. B. Sumarlin. “Now 
we are telling [farmers] they 
cannot do this anymore.” 

The turnaround is not totally 
due to the ecological effects of 
pesticide overuse. The cash- 


ply no longer afford to pay out: 
villions of rupiah in subsidies. 
Planning circles have recognis- 
ed. the disruptive impact of the 
subsidies: encouraged to use 
much more pesticide than 
geeemaiy, farmers lost all con- 
cept of the real cost of farming 
inputs. 

The lack of political will to 
turn from the hallowed self-suf- 
ficiency goal may hinder the 
new programme, however. The 
radical shift in pesticide policy, 


Bugs in the system 


Indonesia’s new rice policy hits pesticide producers 








on the market. The sudden ban has left 
a residue of ill-feeling among local pro- 
ducers who were not given advance 
notice. The hardest hit was Dow Chemi- 
cal Pacific; 80% of its business disap- 
peared overnight and 30% redundan- 
cies were required. Others, such as ICI 
and Ciba-Geigy, have a more diversified 
base but are smarting nonetheless. Peti- 
tions against: the effects of the order 
have been submitted to the govern- 
ment, most.notably from the Japanese 
Society of Agricultural Chemical Indus- 
t i 


While noting that “we are not enter- 
ing into a demurrer against the Presi- 
dential Instruction,” the Japanese peti- 





intended to force farmers to 
produce on an economic basis and 
boost crop protection simultaneously, 
threatens a number of foreign chemical 
‘investments encouraged under the old 
policy, in favour of one single product 
from a Japan-based producer. 

Gone are the days when liberal doses 
of pesticides, often in imaginative 
“cocktails,” were used against nearly 
every crop threat. Farmers purchased 

sticides at extremely cheap prices 
rom joint-venture producers which en- 
joyed government subsidies of 75-85%. 

A Serious resurgence last year of the 
devastating wereng coklat, or brown 
plant hopper, stemmed from the over- 
use of pesticides to which, recent tests 
show, the pest had grown immune. This 
was compounded by the discovery that 
some of the widely used, high-yielding 
rice varieties had low resistance to the 
wereng. 

A Presidential Instruction issued on 
6 November banned outright 57 pes- 
ticides, leaving only four permitted 








tion asserts that sales contracts for a. 
range of pesticides have, in effect, been. 
broken by the Indonesians. “Indeed, a 
part of the pesticides has already been 
shipped to and formulated.in your coun- 
try so [we] respectfully request your 
favourable consideration on the pes- 
ticides contracted.” 

The government has also made clear 
its preference for a new chemical known 
as Applaude.10, which does not kill the 
wereng itse]f but. attacks “its larvae 
through inhibition of the. moulting 
process. At the same time, it manages 
to leave the pests’ natural predators in- 
tact. 

Applaude: 10. is’ imported.from the 
sole manufacturer, the Japanese. firm 
Nippon. Nokayu, and though it costs 
more than traditional pesticides — Rps 
23,000 (US$13.94) a litre compared ‘to 
Rps 6-7,000 — only 5,000 tonnes a 
year compared to 22,000 tonnes of the 
old pesticides is needed for the desired 
effect. The Indonesian Government has 





























car's supply 
apanese grant. Gs 
e from increasing plant protec- 
n from pests, the integrated pest 
management scheme, it is hoped, will 
< cut the government's agricultural sub- 
“sidy bill. In fiscal 1986-87, fertiliser and 
pesticide subsidies cost the government 
Rps 671.5 billion. For 1987-88 (from 
April) the amount has been slashed to 
just Rps 203.5 billion, and Jakarta- 
based World Bank staff are preparing a 
recommendation to drop the pesticide 
subsidy altogether and to gradually di- 
minish the fertiliser subsidy. 
FAO adviser on the system, Peter 
Kenmore, maintains that the marginal 
benefit/cost ratio for pesticide use has 
more than doubled through integrated 
pest management methods. Instead. of 
the preventative dousing of fields with 
pesticides, farmers must now assess if 
sticide use is warranted and, if so, 
how small a quantity will do. Crucial to 
the system is a knowledge of the natural 
predators already alive in the fields 
which themselves will kill off harmful 
insects. Pilot studies in four key rice- 
growing areas showed that integrated 
pest management techniques reduced 
the number of pesticide applications 
from 4.5 to 1.9 for the 1986 season. 
Wa yields went up 1% and profits up 
’ 0. 



























Ds the accent on efficiency and 
economic production, the govern- 
ment is still determined to maintain the 
self-sufficiency in rice production which 
was achieved through large subsidies. 
Government production forecasts are 
for 27.3 million tonnes of rice in 1987, 
against 26.7 million tonnes in 1986. 

Foreign analysts predict for this year 
a lower 26.3 million tonnes: a US Em- 
bassy report on the agriculture sector 
suggests that small imports may be 
needed in 1987 but that the country’s 
overall self-sufficiency in rice produc- 
tion “will not be compromised.” 

Still, no examination of the primary 
goal — self-sufficiency — has taken 
place. State logistics agency Bulog con- 
tinues to determine rice prices based on 
farmers’ needs and consumer accepta- 
bility, leaving the rice priced far too 
high for international market sales. An 
Asian Development Bank: study of 
January 1986 pointed out that because 
the 1985-86 supply of rice exceeded de- 
mand, Bulog “is likely to fage a major fi- 
nancial crisis if stocks keep increasing.” 

A more forward-looking policy, con- 
cluded the ADB, would require urgent 
diversification away from rice. How- 
ever efficient rice production becomes, 
it should remain an import substitution 
activity, the study said. Domestic pro- 
duction shortfalls (brought about by the 
elimination of the highly subsidised, in- 
efficiently produced padi) could be 
made up with imports obtained cheaper 
than the cost of supporting, inefficient 
cropland. n 















































































TAKE A 
HOLIDAY 


IN’ 
“ Make Your First Stop 


The Taipei World Trade Center 


Save time and energy for all the things you'd rather be doing on yo 
next buying trip to Taiwan. Stop first at the Taipei World Tade Cente: 


See the products of more than 2,500 suppliers 
all under one roof, the largest display of its 
kind in Asia. Make your choices quickly: and 
easily, with the. help of a multilingual staff, 

in the comfort of the beautiful new 
Taipei World Trade Center. You can also attend 
any of 14 Taipei International Trade Shows 
to be held. in the Center in 1987, 


Then, perhaps a round of golf in Tamsui. A visit 
to the National Palace Museum, or Lung Shan 
Temple. Swimming, tennis. One stop at the 
Taipei World Trade Center is all it takes to make 
your next buying trip to Taiwan a real holiday. 










Your window to Tawan. Ours to the: waar 


TAIPEI 
WORLD 
Wet TRADE CENTER 


5 Hainyi Road. Section 5. Taipei, Taiwan, ROC 
TWOA Telex: 28094 TREWTC & 10871 TPEWTC 


Operated. by: China Externa! Tade Development Cound 
FeO Fela 2676 CETRA: Fax: 8862-7 188783 






















For further information, contact our branch and representative officea: Hong Kong 251647, dakona WIPE. 
; Kuala-Lumpur (032426178; Manita 46-18-80, Singapore 2224051: Bangkok ITI 








vala; a section of the audience: intellectual fea 


| scant consolation. in India, which boasts 





ANCE 


Lincoln Kaye in Bombay 


1 a working Wednesday it takes 
more than a Hindi crooner or a cric- 
match to divert nearly 40,000 office 
ts from their home-bound com- 
tes to Bradbourne stadium. What it 


rned to count on a yearly post- 
“bonanza from. the stadium 
nearly March, a few days after 
“mnment announced ‘its annual 
few lepers, some hard-eyed 
‘@ quintet of eunuchs and a 
ard-mounted ‘amputee all 
over from nearby Churchgate 
n to panhandle the Palkhivala fans. 
ffic backed up for blocks as buses 
taxis homed in on Churchgate. A 
ling of limousines livened up the 
at the opposite end of the 
ium, near the carriageway of the 
Cricket Club of India (CCI). The 
e important guests, like industrialist 
ok Birla and lawyer Bansi Mehta or 
t banker Nimesh Ka 






















folding chairs. More than 50 report- 
filled the press benches. 

CI chairman Mahdav Apte con- 
tulated the audience for availing it- 
f of “this intellectual feast.” There 
not much else about which to con- 
late a middle-to-upper class crowd 
the wake of the budget unveiled by 
e Minister Rajiv Gandhi four days 
er (REVIEW, 12 Mar.). There were 








































ureaucrats’ revenge 


may citizenry fill a stadium for an annual budget ritual 


no major duty reliefs and no rise in in- 
come tax exemption, ‘contrary to pre- 
budget expectations. The stockmarket 
was in a state of free fall. 
Palkhivala, nevertheless, started out 
by praising Gandhi for holding the line 
on tax rates in the face of an unpre- 


cedented Rs 83 billion (US$6.4 billion) 


deficit. Since he took office in end 1984, 
Gandhi had “altered the whole attitude of 
our people towards fiscal burdens” by 
lowering rates and stabilising policies. 
The budget-making process had been 
opened to public scrutiny and debate. 
The overall object was an “assessee- 
friendly” policy. 

But the notorious Indian civil service 
has never been able to reconcile itself to 
these initiatives, Palkhivala went on. Civil 
servants still see themselves as the “steel 
frame” of government, as they were dub- 
bed in the times of the Raj, and they re- 
main “rigid and unbending.” They may 
not openly contradict government po- 
licy goals, but they eagerly subvert them 
in the budgetary fine print. And the 1987- 
88 budget represents, in Palkhivala’s 
title, “the bureaucrat’s revenge.” 


p:e Gandhi’s goal of simplifica- 
tion, the tax laws — already “a dis- 
grace to the nation” — have become 
more complicated than ever. Despite 
his goal of stability, the past year has 
seen more than 400 fiscal policy changes. 
But worst of all, Palkhivala felt, was the 
growth-stunting potential of a couple of 
the latest budget provisions. - 


First was the 30% minimum tax rate . 


on book profits. Why stick to profits, he 


| asked. As long as the tax man may range 


beyond the ambit of the tax code, why 








a high court backlog of nearly a million 
cases. 

Gandhi had billed the measure as 
targeting companies which booked high 
profits and paid shareholders handsome 
dividends but managed to whittle down 
their ‘tax: liabilities to nil. Palkhivala 
countered that the roster of zero tax 
companies read like an industrial Who’s 
Who, including firms whose payrolls, 
sales tax and excise receipts were the 
highest in India “and yet fools say that 
unless a company pays income tax it 
makes no contribution to the country.” 

Palkhivala reserved special opprob- 
rium, though, for a provision calling for 
withholding tax on payments for goods 
and professional services. The new 
measure purports merely to supplant 
previous provisions for advance tax pay- 
ment. But the net effect would be to 
lock away people’s money in govern- - 
ment coffers interest-free for. two or . 
three years prior to final tax assessment, 
The government may have a right to tax 
citizens’ wealth, Palkhivala said, but it 
has no right to tax their time. 

These budgetary gaffes could not be 
blamed on Gandhi personally, Pal- 
khivala seemed to imply. The bureau- 
crats have managed to put one over on 
the prime minister, a neophyte 
budgeteer who hardly had a chance to 
sift the fine print in the short month 
since he assumed the finance portfolio 
pom V. P. Singh in a snap cabinet shuf- 
fle. 

One financier in the audience found 
the speech so soft on Gandhi. that he 
wondered whether Palkhivala, a former 
Indian ambassador to Washington, 
might be “bucking for. the finance 
portfolio himself. Whoever finally takes. 
on the brief will inherit the six bedrock 
“illusions” of Indian fiscal. policy, as 
enumerated by Palkhivala: 

» Higher tax rates mean more govern- 
ment revenue. 

» State ownership and control ensure 
growth-and social justice. 

» A richer exchequer makes for «a 
richer nation. 
» Militant unionism is a sinecure for 
workers’ welfare or employment. 

> Poverty relief can outstrip productiv- 
ity through social allocations: : 

» The laws of economics will be sus- 
pended for us because we are Indians. 

As long as it is: bemused with these 
notions, Palkhivala said, India- is 
deepening its economic malaise. Mean- 
while; short-term political calculations 
and ad hoc. decision-making prevail. 
“We. are confronting 20-year: problems 
with five-year plans, officials on. two- 
year rotations and one-year fiscal ap- 
propriations,” he said. a 
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| Nigel Holloway in Singapore 


l Singapore had a tabloid newspaper, 
its headline after the 1987 budget 
‘ould be: “Sex in; booze and bets out.” 
This, however, would only convey part 
of the message. The government might 
ppear selectively libidinous, but in fact 
is thoroughly Victorian, extolling the 
virtues of hard work, thrift and the pro- 
ction of larger, close- knit families. 
muel Smiles is not the only person 
vho would be proud of a ate s fi- 
nance minister, Richard Almost 
ery page of the budget speech bears 
the stamp of Hu’s mentor, Goh Keng 
wee. The Asian apostle of sound 
money might have retired. from active 
politics, but his spirit lives on. 
_ For a government regarded as either 
prudent or parsimonious according to 
aste, its tax incentives to encourage 
rocreation are breathtakingly gener- 
us. A tax rebate of $$20,000 
$$9,376) which can be used to offset 
ther or both the husband’s and wife’s 
icome-tax liabilities will be granted for 
ird child. On top of this, a rebate 
equivalent to 15% of the wife’s earned 
me will be granted and the excess of 
both rebates will be allowed to be car- 
ed forward for up to four years until 
the end of 1991. 
‘These benefits, therefore, increase 
e higher the income. As an example, a 
souple each earning $$72,000. annually 
vould save no less than $$30,800 over a 
e-year period if the wife had a third 
'hild, after taking account of the special 
ax rebates and an increase in child re- 
ief. Those couples paying little or no 
ax gain commensurately less (or no- 
hing) from the rebate. Suffice it to say 
hat the Singapore Government, proba- 
aly the first country in the world to offer 








Singapore uses fiscal policy for social engineering 


such magnanimous tax incentives to aid 
selective procreation, is worried over 
the population’s slow rate of growth. 

his is not the only measure for 
families. The finance minister is also of- 
fering tax relief to children who top up 
their parents’ $$30,000 “minimum sum 
accounts” in the Central Provident 
Fund (CPF) forced-savings scheme. 
The aim of this tax relief, says the: ae 
ernment, is to promote filial piety. 
People’s Action Party government i 
always used fiscal policy as a tool of so- 
cial engineering, but the latest measures 
suggest it will probably be used even 
more widely in future to promote de- 
sired long-term objectives. 

Specific budgetary measures to 
stimulate business were small beer by 
comparison to the hand-outs for babies. 
The Singapore stockmarket hit an all- 
time high on 5 March, the day after the 
budget, but this had little to do. with 
Hu’s fiscal proposals. He described 
1987 as a year of consolidation andiim- 
plied that the economy had still to digest 
fully the measures brought in last year in 
response to the government economic 
committee’s report on modernising 
Singapore business (REVIEW, 27 Mar, 
86), Priming the pump is probably un- 
necessary, because external demand 
seems strong enough to ensure that the 
economy will easily meet the govern- 
ment’s forecast of 3-4% growth in gross 
domestic product this year, following a 
1.9% rise in 1986. 

The report made 14 specific proposals 
for cutting personal and corporate levies, 
of which only four were implemented in 
the past year and only two fully put into 
effect (post-pioneer tax incentives and 
tax exemption on foreign income for 








operational E Personal 

and corporate taxes were reduced from 
40% to 33% in March 1986, while the 

committee had recommended 30%. 

But the finance minister has either 
only partially brought in or failed to in- 
troduce a whole range of the commit- 
tee’s proposed corporate tax incentives, 
including 30% across-the-board invest- 
ment allowances, far-reaching cuts in 
withholding tax, a non-taxable research 
and development reserve and employ- 
ee share schemes. “No further adj ust- 
ments are envisaged at this time,’ said 
Hu in the tatest budget. 

Despite this, there are some tax car- 
rots offered, aimed at promoting Singa- 
pore as a fi nancial and services centre, 
high on the committee’s list of 
priorities. First, interest paid on margin 
deposits by members of Simex, the fi- 
nancial-futures market, will be exempt 
from withholding tax. Interest paid to 
non-residents for transactions in loco- 
London gold (bullion traded for deliv- 
ery in London) will also be exempt. 


i: addition, the concessionary 10% 
tax rate on Asian Currency Units 
(ACU) is being extended to approved 
securities companies on two forms of 
business: commission and fee income 
from dealing in non-Singapore dollar 
securities on behalf of non-residents; 
and income from trading in such securi- 
ties with other ACUs and with non-resi= 
dents and other approved securities 
firms. Foreign brokers would obviously 
like thesesconcessions extended to local 
equities, but the government is con- 
cerned that too much hot money may 
flow in and out of the stockmarket. 

The only other business area to 
benefit is the export of selected services, 
such as management consultancies and 
engineering. Under the scheme, 90% of 
the qualifying export income will be- 
exempt from tax, initially for a period of 
five years. This measure has been the 


subject of long debate between the 
ministries of finance and of trade and in- 
dustry, largely because of worries that. 










































sidies.. 

» The reasons for being stingy this year 
with tax breaks for all except families, 
were enunciated in classic Singapore 
style by the finance minister: 

- “There is no room for further direct 
tax cuts without it being made up from 
other sources ... . This is important as 
structural deficits cannot be sustained in 
the long term . .. We must ensure that 
all. government programmes. be self- 
financing as far as possible, with mini- 
| malsubsidies . . . we will then avoid the 
problem faced in many countries, of in- 
satiable demand for state-produced 
‘| goods and services that are heavily sub- 

sidised . . . 

“The corporate tax rate at 33% . ... is 
very competitive vis à vis the majority of 
the NICs [newly industrialised coun- 
tries] and the OECD countries, and I do 

not envisage that we would need to re- 
duce it further at the present time. This 
is. because competitive tax cutting 


_ SHUFFLING PAPER 









. Singapore's budget, 1987-86 
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ANCIAL POSITION 
TA 


beyond a certain level, if practised by all 
countries, would ultimately be ineffec- 
tive in achieving its aim. Also, while tax 
rates undoubtedly matter, competitive- 
ness should, in general, be achieved by 
improving the pre-tax rate of return.” 

Tax revenue in the year. to March 
1988 is expected to total $$4.56-billion, 
virtually unchanged from the current 
year, but $$3 billion less than. in fiscal 
1984-85, as a result of tax cuts intro- 
duced since then and declines.in corpo- 
rate profits. The government took poli- 
tical advantage of the direct tax cuts 
made last year to announce that it was 
considering the introduction of a con- 
sumption tax. 

Hu now says merely that the govern- 
ment “will consider” extending the list 
of existing consumption taxes (such as 
tobacco and liquor duties) on a selective 
basis to meet any future revenue 
shortfall, and a Consumption Tax Divi- 
sion will be set up under the Inland Rev- 





REVIEWTARLEDy AndyTane in MON-tax revenue. 


| the civil service wage bill is.expected to 





a permanent deficit i 

The government's “overall financial 
position,” as it is called, is expected to 
be a $$3.75 billion deficit: next’ fiscal 
year, but on past performance this fore- 
cast should be taken with a pinch of salt. 
In fiscal 1985-86, the government. pre- 
dicted a deficit of $$1.25 billion, while 
the actual result.was asurplus-of $$3.2 
billion, In 1986-87, Hu said there would . 
be a deficit of $$3.22 billion, but the ac- 
tual figure is expected to be a surplus of 
$$516 million. 

Singapore’s public finances are enig- 
matic, because of massive fluctuations 
in the financial transactions. between 
government departments. ‘Capital re- 
ceipts from land sales, mainly by the 
Housing and Development Board 
(HDB), are expected to plummet by 
$$2.87 billion in the next year, but lend- 
ing to government departments (again 
largely HDB) will fall by a compara- 
ble figure. The. government's deve- 
lopment spending is due to rise by 
$$2.23 billion largely to purchase 
unwanted land from two govern- 
ment departments with a property 
surplus and to provide more capital 
grants to the HDB: 

; most interesting of the trans- 
is the figure showing a 
6 billion rise in non-tax rev- 
ue. With effect from this year, 
atutory boards will be required to 
pay into the consolidated fund “an 
am quivalent to what [they] 
“have paid if their annual 
( ng surpluses had been taxed 
at the corporate tax rate of 33%,” 
said Hu. To ensure they do not rush 
to spend the large reserves already 
built up, the finance minister. is 
‘transferring S$1.5 billion from the | 
boards to the fund —- hence the. rise 





On the expenditure side, restraint is 
the key almost all the way. Recurrent 
spending, after deducting aone-off pay- 
ment of interest on CPF deposits, is 
being held in check. Defence spending 
(current and capital) will rise by S$114 
million to $$2.35 billion, 5.9% of GDP. 
Thanks to wage restraint and staff cuts, 


increase by.5.6% to $$1.69 billion. The 
government.is moving to, “zero-budget- 
ing” where all current spending projects 
will be reviewed every year. Selected 
public services will be farmed out to the 
private sector. : 

The overall message of Hu’s budget 
is that, because Singapore is a price- 
taker in. international markets, “invest- 
ors can. rest assured that the government 
will not let our costs rise out of line 
again.” If official figures are to be be- 
lieved, Singapore may be able to restore 
its lost.competitiveness against Taiwan, 
South Korea and Hongkong by the end 
of this:year. ies A] 





| enue Department to look into the col- 


INOMIC REVIEW @ 19 MARCH 1987" 








Férsta Långgatan 19 
Tel t46 31356 
Telelax +40 AL 
Subaedaes on farce 
Haniarg Helin H 
Sau. Paio. Ranga 


The international trading | 
in pulp, paper, machinery, 
timber, building material, 
textiles, foodstuffs, 
steel, consumer goods. 


Clef Mansion 









































































ecent court adini and political 
moves involving Australia’s main 
corporate regulator, the National Com- 
panies and “Securities. Commission 
C), are giving it more powers to 
d pt ‘stockmarket manipu- 
_— which undoubtedly have 
thrived on the rarely flagging t bull run of 
he past three: 
-o The NCSC's “auth ty’ has- been 
greatly enhanced by Vict tia Supreme 
‘ourt judgments last month in relation 
toa takeover attempt. by an ambitious 
market trader, Garry Carter’s Unity 
Corp., for establishe ilding-pro- 
ducts maker Humes. The rulings upheld 
the right of NCSC, which had been 
scrutinising the actions.of parties linked 
to the takeover, to produce material ob- 
ned under its extensive powers of in- 
ce in prosecutions. 
‘ollowing this trend i in co t, Unity 
Humes 


Carter s alee offer, for sub- 
quent falls in the price of. his dir 
_ insurance subsidiary “APA 
oldings. The cost of this seems likely 
be.over A$30 million,” 
other party, London stockbrok- 
Alexanders; Laing and Cruickshank 
C), whose marl t raid è Hur 


eclared “unacceptable” “by ithe 

CSC; has agreed to sell its 8% Humes 

Iding by tender, deliver 2%. of the 

oceedings (perhaps A$800,000) tothe 

ctorian state treasury and pay. the 

rokerage on the sale and certain NCSC 

court costs. With holding costs, ALC’s 

Humes: foray could end up losing 
aps A$23 million. 

‘he agreement leaves the NCSC free 

ursuc inquiries into the many as- 

cts of the Humes affair that have been 

t begging for answers. Its suspicions 

still kept-secret inja: document the 


blication of which is-under further | 


legal contest. Inquiries are expected to 

obe allegations of “round-robin” buy- 

to keep ‘up the. price of APA.shares, 

nd to discover on whose. behalf ALC 
arried out its raid. 

The Humes affair has won'the NCSC 

rst major scalp since the. commis- 

ion came off battered by.an unfavoura- 

ble court ruling and business criticism 








g | sources of the state Cor- 





during its intervention in the massive 
takeover battle for resources giant Bro- 
ken Hill Proprietary last year. In addi- 
tion, a campaign for more resources by 
NCSC chairman Henry Bosch appears 
to be paying off. 

As a result of a cooperative com- 
panies-and-securities regime set up by 
the. federal and state government. in 
1978, the NCSC is a relatively small 
body. Housed in Melbourne, it has a 
budget of only A$5.4 million a year 
(half contributed by Canberra, the rest 
by the states) for its 82 staff. When over- 
heads and basic running costs are, de- 
ducted, the NCSC has about A$400,000 
left for travel, legal opinions and so on. 
NCSC staff say they have not been 
able to follow up leads 
on. big corporate swin- 
dles.-— including the 
milking of A$13 million -|i 
from the Australian sub- 
sidiary of a European: 
based group — because 
staff cannot .be sent 
to follow the. “money. | 
trails” through the inter- 19 
national banking net- |g 
work. 
In theory, the NCSC .. 
is able to call for help in. 
investigations on the re- 


porate Affairs Commis- 
sions (CAC), which in | 
turn works with the 
fraud squads of state 





AC was harsh, oppressive 


| and an abuse of process. CAC opera- 


tions were “that of an ill-equipped, rud- 
derless ship sailing without a competent 
master.” 

In another case, the state’s CAC 
took three years to bring charges against 
directors — including a former 
backbench MP of the governing Austra- 
lian Labor Party in the state — of the 
Balanced Property Trust whose 1983 
collapse lost the savings of thousands of 
pensioners..Even then, it appeared the 
charges were delayed. until. after the 
MP’s replacement was safely elected in 
a by-election. By contrast, the CAC 
managed a speedy inquiry into allega- 
tions concerning the family company of 
the state opposition leader. 

As a result of the Cambridge Credit 
debacle, the government in New South 
Wales has changed the management of 
the CAC, while Bosch has called for the 
NCSC’s resources to be doubled by ear- 
marking. for it more of. the. corporate 
fees now pocket by the states, Fed- 

eral Attorney-General 

: Lionel Bowen said the 

_ split of corporate super: 

“~wision between state.and 

‘federal governments 

was añ anachronism, 

especially with the unifi- 

cation of the separate 

„stock exchanges into a 

national system- due 
„within a few weeks. 

<e> Although `. Bowen 

produced legal opinion 

to back a unilateral. as- 

sertion of federal juris- 

“diction. if Canberra 

wanted it, his state 

counterparts were gen- 

erally reluctant to think 

-about giving up their 






















police forces. This 
should add about 1,400, state CAC 
staff.to the potential nationwide re- 
sources; backed: by about A$137 mil- 
lion collected by the state bodies 
in company-registration fees and the 
like. 


n practice, the state bodies have 
been used as tax gatherers, with more 
than. half the revenue collected going to 
state treasuries rather:than paying for 
investigations. Performance has been 
generally sluggish and cooperation with 
the NCSC grudging. = 
The New South Wales CAC, in 
particular, had its reputation for inept- 
ness confirmed: in December when a 
New South Wales Supreme Court judge 
threw out its conspiracy-to-defraud case 
ae three surviving: directors of 
ambridge Credit Corp., which crashed 
in 1974, as well as a member of auditors 
Fell and Starkey (whose. partners are 
appealing a separate judgment of joint 
liability for A$145 million in damages). 
The judge said the gap of 11 years be- 





——~" powers at their latest 
quarterly meeting on corporate matters. 
Instead, , the attorneys-general asked 
Bosch: to report within two months on 
what the NCSC needed. 

Buoyed by the prospect of more 
funds, Bosch said the NCSC would push 
ahead to target market manipulation by 
methods such as insider trading, the 
“warehousing” of shares by one com- 
pany for another to avoid takeover 
imits and price ramping. Bosch ‘has 
also questioned the inflation of com- 
pany profits by inclusion of unrealised 
asset appreciation and has asked a 
dozen large companies to explain ap- 
parent examples of “creative” account- 
ing. 

The NCSC may also tighten up on 
the.-floating of “cash-box” companies 
(using funds raised on the. market for 
share-trading and takeover: play) by 
having them: categorised | under’ the 
Companies: Code -as investment. com- 
panies, with consequent tight limits on 


-borrowing and on | how much can be put 


into any one 
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Chivas Regal 12-year old premium scotch whisky 


How much extra is this smooth, mellow self 
indulgence going to cost you? 


Not much. Actually, just a little bit more 


You'll agree the taste is worth it. You just have to 
decide if you are 





Moving in the Same Direction 


Lucky-Goldstar is a U$12-billion 
group of 23 Korean companies 
working in chemistry, electronics, 
and services. 

‘Today, Lacky-Goldstar products 
and services ranging from engineer- 
ing plastics, home appliances and 
fiber-optic communication systems 





to construction, finance and trade are 
helping to create a better quality of 
life both at home and abroad. 

But these accomplishments 
aren't ours alone. 

Through successful partner- 
ships with companies like AT&T, 
Hitachi, Siemens, and Caltex, we've 
developed a leading edge in some of 
today’s most important business 
fields. Through technical exchanges 


and joint ventures abroad, we're 
working with our partners to pro- 
mote economic growth and free 
market systems in other countries as 
well as our own. 

Backed by an aggressive com- 
mitment to R&D, our 70,000 em- 
ployees are putting Lucky-Goldstar 
technologies and experience to work 
in such famous success stories as 


Mahayac Electric in Thailand, SABIC 


in Saudi Arabia, and Goldstar of 
America in Huntsville, Alabama. 

Take time to find out more 
about Lucky-Goldstar. Contact the 
Business Development Dept., Lucky- 
Goldstar Int'l Corp., CPO Box 1899, 
Seoul, Korea. Phone (02) 776-6517, 
Telex K27266 LGINTL. 


(E2 LUCKY-GOLDSTAR 


Business fields of Lucky-Goldstar companies: 


Chemistry 
Electrics, Electronics & Communicatio: 
Co., Lid. Goldstar Cable OGoldstar Telecommunication 


Lucky Advanced Materials 
Goldstar 


JLucky, Lid 


‘IGoldstar Electric OiGoldstar Instrument & Electric 
(Goldstar Precision (Goldstar Electric Machinery 
Goldstar Semiconductor OGoldstar-Alps Electronics 
|Goldstar-Honeywell (Goldstar Magnetech Energy and 
Resources CHonam Oil Refinery “Korea Mining & 
Smelting Construction and Engineering Lucky Deve- 
lopment OLucky Engineering Financial Services Lucky 
Securities OPan Korea Insurance OGoldsiar investment 
& Finance Pusan Investment & Finance Trade and Dis- 
tribution ClLucky-Goldstar International OHee Sung 
Public Service The Yonam Foundation The Yonam 
Educational Institute Sports OLucky-Goidstar Sports 








In the beginning of container transport was ScanDutch. The first shipping 
concern created solely for the Far East/Europe trade. A line, moreover, that 
has successfully evolved from an ocean carrier into a total transport company 
- one that today is as much at home on land as at sea. 


If you want to be sure your goods reach their destination on time and in perfect 
condition, the name to remember is ScanDutch. 


For more than a decade and a half, the choice of ScanDutch G 


enlightened shippers on two continents. IST CLASS CONTAINER TRANSPORT 
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Now! From Far Eastern Economic Review Ltd. 


The Book Every Investor Has Been Waiting For! 


ASIAN STOCKMARKETS: 
The Inside Story 





$04 Pages — Hard Cover, liberally 
illustrated with charts and graphs fully indexed 


What The Professionals Say: 


“A timely, interesting and thoughtful 
analysis of Asian stockmarkets. Anthony 
Rowley’s book makes an important 
contribution to understanding this dynamic 
region.” 


Robert Hormats, Director, 
Goldman Sachs International, New York 


“With this book Anthony Rowley, one of 
Asia's most experienced financial journalist 
meets a long-felt need for a definitive report 
on Asian stock markets.” 


J. Mark Mobius, President, 
International Investment Trust Company, 
Taipei. 


“A very readable and important book 
Securities markets are only now being 
recognised as a principal source of domestic 
and foreign financing to help solve the 
developing-country debt crisis and to renew 
growth. Anthony Rowley deserves oeie 
from the financial community for produc ing 
one, if not the first, book on this subject.” 


David Gill, Director, 
Capital Markets Department, International 
Finance Corporation, Washington D.C. 


ABOUT THE AUTHOR 


Anthony Rowley was Business Editor of 
the Hongkong-based Far Eastern Economic 
Review from 1978 to 1986 during which 
time he travelled extensively in Asia and 
had the opportunity to study capital-mar- 
ket development in the region at first hand 

Before joining the Review, as Singapore 
correspondent, in 1976 the author worked 
for ten years on The Times in London, 
where he wrote on finance and investment 

His first book, “The Barons of European 
Industry," was published in London by 





Croom Helm in 1973. The author is now 
based in London as the Review's Interna- 
tional Finance Editor. Anthony Rowley 
was educated in Staffordshire, England 
and at Birmingham University 
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Japan, Taiwan, S. Korea 


S.E. Asia 


Hong Kong, Thailand, Singapore, 
Malaysia, Indonesia, Philippines 


Sub-Continent 
India, Pakistan, Sri L anka. 





We are pleased to announce the publication of ASIA‘ 


STOCKMARKETS: The Inside Story. 


Written and edited by Anthony Rowley, the Review’s business editor, 
this long awaited and much needed book details the strengths, weak- 
nesses, and idiosyncracies of Asia’s larger as well as lesser stock mar- 
kets. From the markets of Japan to Indonesia and from Hong Kong to 
the Indian Subcontinent, you get the inside story. Concise and com- 
prehensive, this book alerts you to the many investnient opportunities 
which exist, while at the same time informs you of where and why you 
should be cautious when dealing on some markets in Asia. 


Liberally illustrated with charts and graphs and fully indexed, you 
will find ASIAN STOCKMARKETS: The Inside Story an invaluable 
guide to investing in Asia. 


Whether you are a professional investor or novice this book is must 
reading for you. Your small investment in ASIAN STOCKMARKETS: 
The Inside Story today, may well pay large dividends in the future by 
saving you time, energy and money. 

To order your copies of ASIAN STOCKMARKETS: The Inside Story 
simply complete the coupon below and send together with correct pay 
ment to: â 


To: Publications Division 
Far Eastern Economic Review Ltd., 
G.P.O. Box 160, Hong Kong 
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In every market, 24 hours a day, Refco is ready to help you manag 
Refco Group: world leader in financial risk management through the 


use of futures and options. Teo) 
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THE MD-11 IS LAUNCHED. 


The MDI program is a reality because of the aircraft's 
many sirengths. More and more tough-minded airline 
executivesare buying it for its exceptional operating 
efficiency, long range, advanced flight deck, flexible 
interior, and profit potential 

It has the most automated cockpitin commercial 
aviation, with electronic flight instruments, plus dual 
digital flight control and flight management systems 
all to be operated by a flight deck crewof two 
It provides greater space for carry-on luggage, 
more than three cubic feet per passenger And a complete 
interior layout change can be made in under 12 hours 
The MD-1] offers approximately 50% more below 
deck revenue-cargo capacity than the largest 
four-engine wide-cabin jet 

This remarkable long-range tri-jet isscheduled O DE 
certified and ready to go to work by early 1990 


WE WERE THE FIRST. AND WE ARE THE FUTURE. 


MCDONNELL 
DOUGLAS 








$2- million: formerly, banks 


| bankers search for borrowers to sop up excess liquidity 


_ By Liz Carver in Bangkok 


A. billion-dollar oil-price windfall, 
WA two darge crop-loan programmes 
and..an improved trade balance have 
«combined with the lingering effects of a 


domestic recession and high real-in-. 


rest rates to push liquidity in Thai- 
nd’s banking system to its highest 
ntin years. 
Bankers’ estimates of the excess in 
recent weeks have ranged from Baht 30- 
40 billion. (US$1:2-1.6 billion) up to 
| Baht 60 billion. A Bank of Thailand 
(BoT, the central bank) official says the 
estimates are exaggerated, but agrees 
t liquidity is at “historic highs.” 
Of the current excess, about Baht 24 
ion is: due to savings on 1986:petro- 


leum imports. Added to that is a BoT- | 


estimated Baht 2 billion released under 
two government crop-finance schemes 
(which totalled Baht 5 billion for rice, 
and Baht 3 billion for other crops). 
Slack loan demand earlier in 1986 and 


er caution by many banks after a: 
of corporate failures have also- 


uted to the cash excess. 
The money has continued to pile up 


despite a strong rebound in lending in 


the final quarter of 1986 (up Baht 
billion, ‘after, rising Baht 4.3 billion 


=j in the third quarter and contracting 
| Baht 2.1 billion in the second quart- 


er). wah i A 

i result, banks which were cuttin 
credit lines and | 
ch “among eager borrowers in ear- 


ier years (REVIEW, 12 July °84) have 


| found themselves courting cool finan- 


| cial officers who can get much: better | 
<c deals overseas. With inflation forecast | 
“it 2-3% for 1987, and a prime rate of. 
1 11.5%, real interest rates are well 


above those abroad. Meanwhile, depo- 
sitors ‘can get 4-5% net returns. Banks 
can still lend, as the fourth-quarter 
figures show, but at a price. 

“Thailand’s biggest com- 
panies — and hundreds of 
medium-sized firms — can 
now. reportedly borrow at 
inter-bank rates, for 
amounts as small as Baht 1- 


rarely lent less than Baht 10 
million. Still, most of the 
bigger companies, or those 
in Thailands  better-off 
sectors such as hotels, con- 
struction and export busi- 
nesses, prefer to borrow 
abroad. 

“Never before have 
companies been able to 
borrow such small amounts 
so cheaply. They are doing 











‘and-which could pick and. 


you a big favour to:-borrow,” said an of- 


‘ficial of a European institution, adding: 


“Itis a matter of how much you lose.” 
Unable to get rid of their excess cash at 


“home, banks have also taken advantage 


of a` six-month change in BoT rules 
which has allowed them to hold up to 
40% of their capital base in foreign ex- 
change — twice the normal limit. The 
six-month period will expire on 6 April, 
but banks are expected to seek an exten- 
sion. 

It- has taken a long time for banks to 
react, partly because excess liquidity of 
this magnitude is.a rare eventin i- 
land. Some have urged the BoT to take 

official 


tection to help [ban 


tomers.” 


"mhe troubles of the chit funds, or the 
<A “unofficial, market,” have also 
layed a part in the liquidity surge, say 
ankers. These funds were popular not 
only among individuals ‘but also with 
smaller firms in industries such as tex- 
tiles-and jewellery. Although the funds 
still exist, public willingness to use them 
seems to have diminished. 
While the exact size of the unofficial 
markets is, of course, impossible to cal- 
culate, rough estimates from BoT fig- 


COMPARATIVE TRENDS 
f i ‘s principal interest rates, 
posita ahd inane} 





During those same years, national pri- 
vate-sector savings rose to Baht 196.3 
billion from Baht 147.2 billion. 
The banks are thus reluctant to cut 
deposit rates much further, even thong 
it would widen loan spreads — because 
they fear a resurgence of the chit : 
“That there will be a massive shifror 
funds out of the financial system .. 15. 
one of our worries, too,” a BoT off} 
said. Another key factor in the reluc 
tance to cut deposit rates is the feared’ 
loss of market share to competiior 
which do not follow suit. 
There appears to be something of : 
psychological tug-of-war going on bes. 
tween banks and the government a 
well, After generally poor 1986 results 
banks are eager to keep lending. 
steady in hopes.of a more profi 
1987, At the same time, they say 
monetary officials are adding ligii 
to force interest rates down and kee 
the baht from strengthening. A stronger: 
currency could hurt exports, which were | 
a major source of growth in 1986. 
“You must weigh the situation be 
tween macro-economic policy a 
toral support,” said a BoT 
“Surely we areinjecting liquidity, i 
is only seasonal,” One key consideras 
ising the export-commodity 
it over the main harvest 


be just about matched by a forecast 12% 

rise in lending in. 1987. That will be an. 

improvement on the weak 3.8% | 

growth in 1986, butis asharp.con 

the days when the BoT decided t 

ev an 18% ceiling on credit growth 
984. Nor is the government budget d 

ficit likely to mop pas an. 

in past-years.. "The deficit is To 

the. BoT at.2.7% 01 or 

duct this year, agains! 


borrowing abroad to take 
advantage of small g= 
change-rate swings. 
which tried to pay off thelr 








foreign-currency  — (eg 
cially US dollar) deb 
early when the belt was 
weakening can now prol 
both on the exchan 

and on interes i 
borrowing at 7-8% from, 
foréign sources, vs 
11.5% or sa they wa 
have topayin Tharand. @ 









' By Paisal Sricharatchanya in Bangkok 
I: what is seen as-a-reflection of the 

country’s deteriorating economic con- 
dition, Burma has a apma for the UN 

status of a least-developed country 
(LDC). Deliberations by the UN on 
-LDC applications are a time-consuming 
_ process that can take up to two years or 
‘more. If approved, the socialist regime 
_ in Rangoon will be entitled to interna- 
_ tional aid and, perhaps more impor- 
ntly, relief measures for its small but 
burgeoning external debt. 

` Coinciding with the 25th anniversary 
ofa tight-fisted rule by Ne Win — the 
‘country’s strongman and chairman of 
_the ruling Burma Socialist Programme 
Party — the move has taken the dip- 
lomatic communities in Rangoon and 
Bangkok by surprise. Despite shrinking 
export earnings in recent years in the 
‘ace of depressed commodity prices, 
Rangoon. had: resisted overtures by 
selected donor countries to reschedule 
t, 
art from maintaining .a strictly 
F oe ae pias had 















nancial privacy and capital.growth. 


Burma sets out to convince the UN itis entitled to LDC status 
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id in US$ — Without Deduction of Tax! 
You have a choice of investment packages through 
ne Invest & Prosper mutual fund. Established in 
983, the Fund has paid a 21% dividend to invest- 
ors. every year since then. Today, the Invest & 
Prosper Fund is the leading US. dollar-denomi- 
nated mutual fund invested exclusively in Costa 
Rica. As well as 21% annual return paid in US$ 
without deduction of tax, investors also achieve fi- 
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Fidelity Management International, Inc. 

Dept. 5F, PO: Box 230, Centro Colon 1007, 
San Jose, Costa Rica. _ 

Tels: (506) 22-1659 & 23-7362. Telex: 3599. 


long taken pride in the fact that the 
country never defaults on any foreign 
loans. But as one Western ambassador 
asserted, seeking the LDC status carries 
far more serious ramifications than a 
straight debt rescheduling. Although 
the theory says otherwise, the move is 
seen in some diplomatic circles asa Bur- 
mese intention to remit its debt-servic- 
ing commitment. 

Rangoon has made no public disclo- 
sure on the subject, but it is clear the 
country’s worsening external imbalance 
is a main factor behind the UN applica- 
tion. According to International Finan- 
cial Statistics (an IMF publication), 
foreign-exchange reserves (minus gold) 
plummeted from a recent high: of 
US$260.6 million in 1980 to a ey 
low US$33.1 million at end-1986. 

Burma’s foreign debt, the bulk. of 
which is made up of bilateral and mul- 
tilateral official development assistance 
(ODA), galloped from just above US$I 
billion in 1979 to about US$3.7 billion as 
of end-1985, according to the OECD. 
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Since it was founded in 1946, the Far Eastern 
Economic Review has been dedicated to the in- 
depth, authoritative analysis of the political, econo- 
mic and financial affairs of every single country in 

the Asia/Pacific region. Boasting a staff of over 40 
full-time correspondents and journalists located in 
every country in the region, the Review is consi- 
dered to be the leading publication on Asian affairs 
in the world and deemed essential reading for 
senior executives in business, banking, govern- 
‘ment and the professions. 

Over 85% of the Review's citclietion | is on pre- 
paid subscription, and a new survey of Review 
subscribers has just been completed by Interna- 
tional Research Associates (HK) Ltd. 

__ Review subscribers are primarily top manage- 
ment individuals who travel frequently, make key 
decisions for their companies and wield enormous 
purchasing power. 
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Far ertjies i 


have” coronna d. to ea a high 

debt-service ratio, now estimated at 70- 
80%. 

Revenue from rice, traditionally the 






























| premier-export item, has fallen behind 


forestry products. It is understood the 
adverse impact from the US Farm Act 
(on: world rice prices) have hit Burma 
harder than’ Thailand, currently the 
world’s largest exporter. 


B: urmese official statistics claimed an 
impressive 6.2% gross: domestic 
product growth in fiscal 1985-86 (ending 
March), which translated into:an aver- 
age’ 5.5% growth annually during the 
fourth four-year plan (ending the same 
period), The government has projected 
lower growthin 1986-87 — at 3.6% =+ 
primarily because of an expected we: 
ness in the agricultural sector as a resou 
of unfavourable weather conditions and 
depressed crop prices. 

These statistics, however, do. not 
project the real picture as they do not 
take into account a flourishing under- 
ground economy that thrives through- 
out the country. A large array of con- 
sumer goods are smuggled into Burma 
from Thailand, and Cima and Indiatoa 
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“ing ack-tmarket prices 
on esseritial commodi- 


onal-agencies 
told 





= The problem areais 
the mor Exten- 
sive literacy campaigns 
since 1965. P 
duced a high literacy 
rate. — estimated at 
| 75% (in Burmese) by 
; stern embassy. 
reported 


cation that the majori: ; 


ty of the people have 
had “monastic” literacy 





face an. uphill 
ask trying to ‘convince the UN 
t is entitled to LDC status. 
“are three main criteria for a eee 
nation to qualify as an LDC: 
per-capita... income broadly ander 
stood to be below US$200, manufac- 
turing ásia ratio to GDP not exceed- 
10%, and a literacy rate of below 


Burma appears to have no difficulty 
meeting the first two conditions. Ac- 
¿cording to informed sources, the Bur- 
mese application put per-capita income 
at US$180, less than the US$190 report- 
ed by the World Bank two years ago but 
still credible in light of the fallen rice 
“prices. Meanwhile, straight manufac- 
turing and processing of raw materials 


There’ 





(or are taught by 
monks) while real literacy is below 
20%. 

Aside from the basic economic and 


social factors, the Burmese will alsó 


have to lobby for political support, par- 
ticularly among members of the UN’s 
Economic and Social Council (Ecosoc) 
which is likely to conduct a first: review 
on the application at a scheduled 
Geneva meeting in mid-1987, The final 
decision will rest with the UN General 
Assembly, based on Ecosoc’s recomi- 
mendations. 

Sources differ.in their opinion on 
whether the necessary international 
backing will be: forthcoming. “Itis going 


| to be tough. Burma is a case of econo- 
| mic mismanagement. The country re- 


have pro- 





tional-agency expert. 

A Bangkok-based Japanese s 
said Tokyo i is ikely to “favourab! 
sider” any Burmese request for support 
in view of. the two countries’ doep 
rooted economic ties. Japan is by farti 
largest donor/iender, accounting for 
roughly one-third of Burma’s total 


| debt 


i If the application is finally approve 
Burma will join the ranks of 37 nat 
worldwide (mosty i in Africa) that 
formally recognised as the poo 


There are eight countries in the As 


Pacific region currently accorded 


status ~~ “Afghanistan, Bangla 


Bhutan, Laos, Maldives, Nepal, Samoa _ 
and Vanuatu — with twoothe 
tions now under UN deliberations 
Kiribati and Tuvalu, botwm 
Pacific. 

These LDCs arcen ited tov 
forms: of assistance 
countries under the UN sy 
the Substantial New Progra me 
tion for the 1980s which was a : 
1981. A separate Unctad r 
calls on the OECD countries 
far as possible to write off” the] 


ODA debts, Some -—~ includi 


Netherlands, Britain, West Germa 
and the Scandinavian countries — 
already done so. 


Finding The Perfect Blend Is The ae Good Invest 


PFC International Porfolio Fund And RBC North American Fund 


he PFC Intemational Fund. is.a unique investment concept bringing together 
some of the best funds and managers availa in Hong Kong and offering 


three investment strategies. 


< One of these, the Specialist Growth Fund, is inveti ina wide range of 
international equities and had shown an increase of 113%" since launch in 


April 1985. 


The Royal Bank of Cañada’ North American Fund ‘has caue to this 
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PAKISTAN’S BLACK MONEY: 








WHERE IT IS STASHED 


Bank deposits 





Cash hoards 
Undeclared business assets 


Real estate 






Offshore assets 








Gold, gems, jewellery 


TAXATION 







By Husain Haqqani in Islamabad 


$ akistan’s parallel economy: may be 
-worth Rs 180 billion (US$10.4 bil- 
ion) — almost one-third of gross na- 
tional product — according to estimates 
the National Taxation Reforms 
‘ommission (NTRC). In a report tabled 
before parliament, but not yet officially 













hanges in the tax structure designed to 
duce the scale of tax evasion. 
Much of the black money now finds 
its way into non-productive forms of in- 
estment, such as gold and real estate, 


to channel. these resources. into more 
productive areas that could help boost 
industrial production. By increasing the 
national income and capturing a greater 
are of it, the commission hopes to 
make a dent in the burgeoning budget 
_ deficit, which is expected to reach Rs 20 
billion this year. 
How big a dent depends on the ex- 
tent to which the commission’s recom- 
mendations are adopted. The major 
proposals are: 

» Expanding the tax base. i 

» Fixing the broad outlines of the tax 
egime over a longer period to help tax- 
payers’ planning. 

» Greater emphasis on direct taxation. 

» Streamlining tax laws and tariff struc- 
tures. 

Imposing a value-added tax on 
uxuries. f i 

» Introducing a low-level, across-the- 
board sales tax. 

» Lifting the ceiling on investment al- 
_ lowances. 

». Lowering the basic rate for private li- 
mited companies and exempting a por- 
on.of their dividends from tax. 

~The commission insists that most of 
its recommendations comprise an inte- 






















blished, the NTRC recommended | the report — tax evasion, sm 
| the politica 


or is hoarded as.cash. The NTRC aims. | 








(Rs billion) 


TOTAL: 180 
Source: National Taxation Reforms Commission: 


EWOLAGFAM by Ricky Hul 


Expanding the revenue net- 


Pakistan attempts to introduce an ambitious tax-reform package 


grated parko which would lose its 
punch if tampered with. But legislators 
and civil servants, under pressure from 
vested interests, are likely to pick and 
wore from among the NTRC propo- 
sals. 

The “three basic maladies” cited in 
ing and 
corruption — have enriched certain 
Pakistanis, piving them leverage over 

decision-making ‘process. 
The commission commended “confisca- 
tion of ill-gotten gains” as the govern- 
ment’s most powerful weapon against 
corruption. This, and other NTR con- 
clusions, were so pointed that sceptics 


-wonder whether the report will ever 


come up for widespread public de- 
bate. 

The 1l-member commission, com- 
prising members of parliament, civil 
servants. and ‘businessmen, denounced 
the black economy as a self-perpetuat- 
ing vicious circle. It said undeclared in- 


come finds its way into smuggling and | 


bribes, triggering a.chain reaction “until 
the illegal transactions and black money 
equal, or perhaps surpass, the legiti- 
mate open economy.” 

In 1985 for instance, Rs 50.76 billion 
of taxable income escaped the revenue 
net — more than twice as much as was 
actually taxed, according to NTRC 
estimates. Whole . businesses were 
launched with undeclared income to 
the tune of Rs 50 billion in unrecorded 
assets. 

To “whiten” this black invest- 
ment, the commission prescribed scrap- 
ping the Rs 50,000 limit on tax- 
exempt investment.. Instead, investors 
would be allowed to. write off as muchas 
one-third of their declared income, 
with no upper limit as long as it is 
























placed in “certain desirable channels.” 

The NTRC also proposed a 10%: re- 
duction in the tax rate for private com- 
panies, from 55% to 45% , and called 
exemption from personal income tax v1 
a portion of their dividends. 

At present, companies quoted on 
the stock exchange are taxed at a maxi- 
mum rate of 40% and dividend income 
is tax exempt. But no. similar conces- 
sion is available to’ private companies. 
The report implied that such market- 
linked incentives .could be more 
effective than the present system of 
“blanket exemptions,” such as tax holi- 
days for investment in backward re- 
gions. 

But incentives alone would not suf- 
fice to reverse the contraction of the tax 
base. and receipts. What is called for, 
said the commission, is nothing short of 
“radical changes in the concept . . . of 
taxation,” In the present. “atmosphere 
of distrust between the taxpayer and the 
tax collector,” the growth of tax receipts 
with respect to tax-base expansion is a 
mere 0.7%. ee 

This means that government’ rev 
enues are not growing as fast as th 
number of tax payers added to the tax 








rolls, which in turn has not kept pace 


with national income. » 


nly 0.5% ‘of Pakistan’s 90 million 

# people pay any direct tax at all and 
individuals account for less than 17% of 
the Rs 10.2 billion netted in fiscal 1985. 
Tax is paid by.sọome 11,000 companies 
~~, barely one-quarter of the total 
number of firms in the country. The 


175- biggest companies, including 42 


government-owned enterprises, account- 
ed for fully 39% of total direct-tax 
receipts; = e ok 

. To rope:.in smaller businesses, the 
NTRC recommends a fixed tax rate for 


“stall. retailers. Self-assessment for- 
| mulae would also be streamlined. The 


commission urges that income-tax offic- 


ers accept tax returns at face value, sub- 
‘ject to spot checks. ; l 
<- But all the proposed reforms of the 


direct-tax` system affect: a: relatively 
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| Hyundai Motor’s Excel 











hue base, when compared with the 

S 42 billion netted through excise, 
sales and customs duties. On this front, 
the commission’s most striking recom- 
mendation was the establishment of a 
computerised national-tax register to 
“all substantial. commercial 


record “all 
transactions in the country.” 


Unenforcible restrictions on imports 
like gold and foreign currencies should 
also be eliminated as they only invite 
smuggling, the commission said. So too 

istinctions in customs-duty 
rates, whereby identical imports are 
charged differently on the basis of end- 


should 


use 










Despite the NTRC’s eagerness to 
expand the tax base, there was one 
major pool of potential liquidity that 





Although it accounts for 25% of 
GDP and absorbs 15% of development 
expenditure, agriculture _ contributes 
only negligible direct-tax revenue and 
just 18% of indirect taxes. Multilateral- 
aid donors have long supported the idea 
of taxing agricultural income. 





Fo" previous commissions have taken 
up the question, but the only one 
which came out firmly in favour of an 
agricultural income tax was that in 1964, 
under the industrialising regime of Field 
Marshal Ayub Khan. 

Since then, the land lobby has re- 
bounded so strongly that former prime 
minister Zulfikar Ali Bhutto even wrote 





INDUSTRY 


Sleight of hand 





Some Japanese cars sold in the US will be South Korean-made 


By Charies Smith in Tokyo 


Te Japanese car manufacturers, 
Mazda Motor Corp. and Mitsubishi 
Motor Corp. are stepping up their links 
with South Korean partners to offset the 
effects of the revalued yen on their ex- 
ports. to the US. Forced to withdraw 
from the lower end of the US market be- 
cause of high domestic production 
costs, Mitsubishi is planning to sell 
passenger car 
through its US marketing network in 
order to continue offering a full range of 
cars to its dealers, 

The car will be sold as the Mitsubishi 
Precis, but will be shipped directly from 
Hyundai’s Ulsan car plant to the US. 
Mitsubishi expects sales of around 
30,000 units a year. The hatchback 
Excel uses a Mitsubishi-designed engine 
but is largely South Korean—made, 
though the electrical system includes 
parts imported from Japan. 

Unlike the Excel, designed and de- 
veloped by Hyundai for sale under the 
company’s own name, Mazda itself de- 
veloped the 1.3 litre Festiva for sale in 


Japan through the Ford Motor distribu- 


tion network. The Festiva will now also 


‘be made by South Korea’s Kia Motors 

for shipment to the US, where it will be 
sold at Ford dealerships, as well as to 
Australia. The car made its Japanese 
debut in February, and Kia is expected 
to start mass production before the end 
of March, at a rate of about 100,000 
units a year. 


The deal with Ford means. that Kia 


will be able to produce the Festiva in 
sufficient volume to compete'on South 
Korea’s home market, where the com- 
pany only recently made its debut as a 
passenger-car manufacturer following 

the lifting last year of 


a 1981 govern- 











ment policy restricting the market to 
just two car producers. For Mazda, the 
arrangement offers a chance to 
maximise production at. its Hiroshima 
plant: in the early stages of production, 
more than 50% (by value) of the con- 
tent of Festivas, including engines and 
transmissions, will be imported from 
Japan. 


>» Paul Ensor writes from Seoul: Perhaps 
reflecting its independent spirit in all 
matters, Hyundai is the least enthusias- 
tic about publicising its Japanese con- 
nections. Thus, when Hyundai agreed 
last October to supply to its Mitsubishi 
Motors. partners “its hi hly successful 
Excel export models; it did so as quieth 
as possible. clk sae Hee 

Hyundai sold 165,000 Excels in the 
US in 1986, exceeding projected sales 
by 65% in its first year in the market. In 
the first two months of 1987, exports 
(mainly to the US and Canada) hit 
49,822 units, compared with 37,272 for 
the same period in 1986. 

The export drive showed in Hyun- 
dai’s results for 1986: sales jumped 82% 
to Won 1.9 trillion (US$2 22 billion), 
and profits rose 33% to. Won 28.7 bil- 
lion. This year, Hyundai is expecting to 
sell 250,000 units in the US, inclu ing 
the 30,000 Mitsubishi Precis, Shipped 
directly to the US, the Precis will sell for 
the same price as an Excel. 

oe and Mitsubishi first worked 
together in 1973: the Japanese car- 
maker provided. engine, transmission, 
and chassis technology for Hyundai’s 
Pony — a small hatchback now ubiqui- 
tous. to any South Korean street scene. 
When Hyundai started work on the 
Excel im 1981 it once again turned to its 




















































ing agriculture from- 
andate of the lower house of parlia- 
ent. í 
“As long as agricultural income re- 
| mains outside the tax net, assessees can 
| shield-income from any other source 
“simply by ascribing it to their farm plots. 
|. Most large holdings of land in Pakistan 
‘belong to absentee landlords, and even 
| well-off people living in urban areas 
often show suspiciously profitable farms 
‘and gardens on their tax returns. 
|. Despite the support of most NTRC 
| members for a direct tax on agricul- 
| ture, three land-owning members. of 
rliament on the commission effec- 
tively blocked a firm endorsement. 
` They wooed serving bureaucrats on the 
-commission over to a position of neut- 





_too complicated for most farmers, and 


The case for land 
med up by Sardar Aseff Ahmed Ali, a 
member of the. parliamentary opposi- 
tion. “Squeezed between high costs and 
low-production prices,” he argued, 
farmers’ per-capita incomes stood far 
below the urban average. Taxing them, 
he added, would only drag them into-the: 
same productivity-sapping evasion 
rackets as the rest of the economy. 

Besides, he said, tax accounting was 





confronting them with yet another “op- 
pressive and corrupt government de- 
partment” would only compound their 
“misery” at the hands of rural official- 
dom: -Ali is scion of a major Punjabi 
landed family. — 
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: producing Hyundai cars. The car work- 























Hyundai steps up 
production for export 






















By Paul Ensor in Ulsan 
F ew of the workers at Hyundai Moto 
Co.’s car plant in Ulsan on So: 
Korea’s southwest coast own a car 
the 60-hour week they putin to kee 
cars flowing from the production | 
around the clock leaves little time todo 
much more than rest on days off a 
way. Employees spend their working | 
hours, and days off, in what is in jest re- 
ferred to as Hyundai City, because of 
the large investments: 
factory and massive shipyard 
15 Hyundai sub s ha 
Ulsan. Around half of 




























tion of 600,000 are Hyundai empl 
and their families. 
Of that, 22,000 are res 







nasible for 


ers are young, around 28 years old, 


. and the high 














partners in Japan for roughly the same 
component technology. a 


Mitsubishi Motors and Mitsubishi 
| Corp. each now hold a 7.5% share in 
“Iyundai Motor, and Hyundai’s tech- 
ological dependence on them is deep. 
it will be drawing on Mitsubishi's 
knowledge for a new project this year to 
manufacture automatic transmissions. 

Mitsubishi was also willing to furnish 
advice when Hyundai started to build its 
own Excel marketing network in the 
US. Currently Hyundai has 170 dealer- 
ships in the US, concentrated on‘ the 
East and West coasts, while Mit- 
subishi’s larger spread covers the entire 
“country. The two will not necessarily 

come into conflict if Mitsubishi concen- 
trates its Precis sales drive in the Mid- 
west. 

Widespread rumours in recent 
months that Hyundai and Mitsubishi 
were planning to sell Excels in Japan 
probably stemmed in part from the 
secrecy with which the marketing agree- 
: 4. ment for the US was handled. Hyundai 
< | would neither confirm nor deny that the 
-company had been approached by Ja- 
-panese interests. hoping to import the 
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gested they could sell for ¥750,000 
(US$4,900) a unit, or ¥250,000 less 
than. comparable models produced 
in Japan.: 

Kia’s links with Mazda appear much 
less circumspect. As one company offi- 
cial put it: “We have enjoyed a very use- 
ful partnership with them which is still 
growing.” The anon with Ford on ex- 

rting Festivas to the US was partly 
initiated by Mazda, which is 25% held 
by Ford. 

After being forced-out of auto pro- 
duction by. the 1981 government 
rationalisation plan, Kia confined its 
business to small..trucks and. vans. 
Mazda then provided technical and 
managerial advice, as well as key com- 
age to produce the Bongo —~ a 

ighly successful small van which had 
been the basis of Kia’s business in the 
early 1980s. The production arrange- 
ment with Ford was facilitated by the 
end of the government rationalisation 














car. — which. importers reportedly. 


plan last year. Since September 1983, 
Mazda. has been an 8% shareholder in 
Kia, and C. Itoh, the general trading 
company, a 2% partner. Ford purchas- 
eda 10% equity share for US$32 million 
in 1986: » eo Oo 








Korea which 
one. of 1 
it for 






pany. These benefits tend to be better 
than> those in other Hyundai sub» 
sidiaries; not surprising considering the | 
car company’s rapid rise in rece 
years, Other subsidiaries are. not doing 
sọ well; at the shipyard down the road 
activity is. very slow, and some workers. 
have been moved from there to the car 
plant. 
The company, slogan, emblazoned 
along the plant’s walls confidently pro- 
claims that Hyundai is “Making the beat 
cars with our.own technology.” The 
technology may be partly borrowed 
from Japan, and the cars are not quite 
the world’s best, but considering thei: 
recent success overseas, a bit of chest: 
thumping is perhaps well-deserved. 
Last. year, Hyundai’s first on the 
market, the company’s initial sales 
target of 100,000 units was outstripped 
by 65,000 cars; for the first time expo 
outnumbered..sales on. the domes 
market where Hyundai- is domma 
This year, sales to Jsa sected 
to climb to 250,000 



























































other markets, notably Canada. B 
and the Netherlands, 














oming export... busit n 1986 
another plant was opened+in Ulsan 
© which, when operating at full capacity 
{expected this month), should give 
Hyundai capacity to produce 600,000 
‘cars a year. ' 
In addition to the company’s most 
popular models —. the Pony (the 
mainstay of Hyundai’s domestic-market 
dominance in the 1980s), the Excel and 
the Presto (the latter two developed for 
export markets. in 1985) —- Hyundai 
makes a number of rather boxy-looking 
luxury cars, trucks, buses.and some spe- 
cialty vehicles. 

_. More interesting are the cars rolling 
off the production fines these days with 
another label: Precis, by Mitsubishi 























‘at the plant of No. 2 carmaker Daewoo 





pea 
Excel, but will be shi 


distribution through the 

dealership network. 

Production at Ulsan remains labour- 
intensive, with less mechanisation than 


(a joint-venture partner with General 
Motors of the US). The sheer level of 
activity is impressive. In the final assem- 
bly area, cars worm their way past 150 
work stations, each manned by two to 
three workers, who fit, screw and tap 
windows, doors, locks, lights and other 
parts into place. ; 

The factory works two 12-hour shifts, 
with two hours for meal breaks on each. 
Output is running at 1,600 units a day, 
and this should rise to 2,000 when the 
new facilities reach full capacity. That 
means one car every 50 seconds when 





ng smi and | 
i every 40 seconds. 
A year ag 
Hyundai’s diligent efforts at corpo- 
rate. philanthropy, :which include the 
founding of a hospital, a university, and 
several schools, still fall short of making 
Ulsan. anything more than an industrial 
boom-town at this stage. Workers from 
all over the country have transformed 
Ulsan from the sleepy fishing village it 
was 20 years ago to the industrial centre 
of today, but it seems only a loose con- 
glomeration of industrial satellites with 
no real centre., 

A sense of rootlessness is not helped 
by factors common to other provincial 
cities — managers seem to regard their 
stay as temporary, hoping ‘that Hyun- 
dai’s headquarters in Seoul will call 
them back before long. 
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‘iven that Australia’s overall terms 
MA of trade seem unlikely to improve 
_the-short. term, efforts to revive in- 
estment have once again focused on re- 
ucing government borrowing in order 
l reign debt and lower domestic 
terestrates. © 0 000 o 
The latest statistics show the econo- 
mic situation for fiscal 1986-87 (from 
y) more serious than Canberra pre- 
dicted. Projected growth of 2.25% in 
oss domestic product has been put 
ck to 2% in government circles, and 
wer by many outside economists. In- 
lation jumped to 9.8% forthe year to 
December, with a rise of 2.9% in the 
sumer price index for the last quar- 
er of 1986. While Treastirer Paul Keat- 
was quick to.call this the peak, after 
he “one-off” effect of a sharp fall in the 
ustralian dollar last July, the inflation 
Tate is still likely to be at least a point 
above the 8% budget estimate. 
‘Wages, assumed to rise by 6.25% for 
e full fiscal year under the restraint of 
the modified government union accord, 
had already risen 4.7% in the first five 
1onths, prior to the first of the “two- 
r” adjustments — which include a 
reée-bargaining component. 
Greater consumer, caution méans 
that domestic demand is unlikely to 
reach even the modest forecast of 0.5% 
eal growth, and may record a fall: Real 
etail sales declined 1.5% and new 
otor vehicle registrations 10% in the 
uarter to December. Moreover, in- 
vestment in plant ‘and equipment may 
be down 5% for the fiscal year, accord- 
ing to a recent Macquarie Bank 
nalysis. 
Tentative signs of a bottoming-out 
re still to be confirmed in the monthly 
balance-of-payments figures. After a 






















































The truth is in the figures ae: 


BALANCE 


DF PAYMENTS 


la 


Source: Australian Bureau of Statistics. 


REVIEWOIAGRAM by Ricky Hui and ivan Kwong” trayed an improving picture over 


year of monthly current-account deficits 
in the A$1-1.8 billion (US$678 million 
to US$1.2 billion) range, the deficit for 
December fell to A$648 million. The 
January deficit swung back to A$1.29 
billion, however. 

Export earnings, under the weight of 
currency depreciation, present a mixed 
picture: receipts grew for gold, wool, 
cotton, meat and sugar, but cereal ex- 
pi earnings are down as a result of the 

S-EEC trade war. The ‘troubles 
among Japanese steelmakers brought 
further cuts in volume and price of iron 
ore and coal contracts for the year start- 
ing April. 

With Australians more concerned 
about the value of the dollar than in- 
terest rates, Prime Minister Bob 
Hawke’s government has let the Re- 
serve Bank of Australia (RBA, the cen- 
tral’ bank) carry out the dual task of 
dampening domestic inflation and 
bolstering the dollar by keeping interest 
rates high. 

Increasingly large buying interven- 
tions (some A$2 billion in January 





; are not improved by mid-year; 


_ Up, 









5.2% the yea 
an unexpected 


interest rates: 

e key 10-year Com- 
alth bonds rose from 
around 13.5% towards 14%, 
while trading banks lifted their 
best commercial lending rates 
from 17% to 18.25%. l 
Government: leaders have por- 








1987, with inflation easing and the 1986 
87 current-account deficit a shade unde 
the A$14.7 billion budget forecast. Bu 
many analysts see confidence crumbling 
rapidly if the current-account prospects 







This sine has made Canberra sit 

with Hawke promising a mini- 
budget on 14 May to fix spending cuts 
right from the startvof the new fiscal 
year, instead of waiting for the August 
budget speech... 

Canberra needs to cut about A$2.5 
billion from its own spending to keep to 
the A$3.5 billion deficit forecast for the 
current year (which could be underesti- 
mated by about A$500 million). The 
less-disciplined state governments, 
which seem likely to-borrow a net total 
of A$7.1 billion in the current year, will 
also have tovbe Sat ‘upon firmly if the 
public-sector borrowing requirement 
(PSBR) is to be held-at this year’s pro- 
jected 4.7% of GDP. Should a trade 
turnaround not be evident by mid-year, 
calls for a cutin the PSBR willintensify. 

“es Hamish MeDonald 














Europe’s Friday Night “Back to Asia” Race. 


Lufthansa 
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Ready, Steady... 





If you've got the opportunity to do businessin instead of wasting half of your last business day 
Europe then SAS can help you make the most of it. in transit, you get a full day for work no matter 


All our Europe-bound flights leave from Bang- where you start from in Europe. And isn't busi 
kok, just a short hop away from anywhere else in’ ness what you're there for in the first place! 
Asia, and give you a full night's sleep with no The principle behind today's SAS is simple 
intermediate landings and smooth connections in We're making it easier for people who travel or 
Copenhagen, one of Europe's finest airports. business. 


Very businesslike. 


But SAS really shines when it's time to come 

home. Because we're the late flight back to 

Bangkok on a Friday night. . to. Bielt 
And this time you win by being last. Because The Businessman's Airline 


SAS BANGKOK 253 8333. HONG KONG 65978. TAIPEI 7120138. MANILA 88 
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of revenue service, the CF6-80C2 experienced 
nota single, engine-caused shop visit, which is extra- 
ordinary in a new engine. In fact, at one year of 
service, the -80C2 had the best record for reliability 
(in its thrust class) of any commercial transport 
engine in history. 
We believe this kind of performance is the 

inevitable result of an attitude: Promises should not be 
rst a matter of good intentions. 
Promises are meant to be commitments. PROMISES COUNT. 












Aircraft Engines 








Reaching new depths 





Meeting anti-friction needs, the huge bearings... and their individual components... 


n bearing application. 


Imagine tunnelling machines so long that ar 
Olympic sprinter would take 20 seconds to run the lengtl 
of one. 

Crew-carrying, laser-directed giants some 
metres long that can bore out 50 metres of full face tuni 
a day, 8 metres high. 

These are the kind of machines that are opening uy 
coal seams several hundred metres beneath the surfac 
some more than a kilometre underground. 

Few companies can create bearings that are tou 
and exact enough to support grinding forces of more thar 
30 times the power of an average bulldozer 

SKF has met the challenge, with massive tunne 
bearings, both taper and cylindrical. 

At nearly two metres in diameter, they are li 
enough for our quality controllers to climb inside. A1 
with masses of nearly 3.5 tonnes, outweigh each of 
forty times over. 


Down to the micro-world of the bearing 





Our search for new answers takes us deey 
micro-universe of the bearing- where micro-char 
10,000th of a millimetre are now common-place 
bearing designs can yield energy savings of up t 

For this, high standards of metal-working 
are required — and ‘near-absolute’ accuracy has to 
tained from steel purity through computerised 
application. 

Now, by harmonising new theory with the realit 
new technologies we have shown how bearing 
reliability- can be prolonged nigh on indefinitely 

75 years of close customer co-operation h 


us the expertise to create a virtually boundless programme 
of ball, cylindrical, taper and spherical roller bearing types 
in some 25,000 variants. From miniatures weighing three 
hundredths of a gramme to giants weighing 500 millioi 


times more. Assuring our customers worldwide of th 
bearing for every application. And ultimate reliab 

At SKF, we're constantly uncovering new tl 
bearing application. 





SKE The exact bearing. 
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are precision-tested to 1/10,000 mm. 


JiM BEAM 


The world’s 


best selling 
bourbon. 





KENTUCKY STRAIGHT BOURBON WHISKEY. 80 PROOF. DISTILLED AND BOTTLED BY JAMES B. BEAM DISTILLING CO., CLERMONT, BEAM, KY 
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Going East. Staying Westin. 


So here I am, back in Manila. This time I got it nght 
This time I’m staying Westin. A day or two for business The weekend for the pool 
Catching some sun, recharging the batteries, relaxing beneath the palms in the cool 
sea breeze off the bay. This is my kind of place. A city hotel that looks 
and feels like a resort hotel. The Westin Philippine Plaza 
A breath of fresh air when I'm in Manila 














THE PEOPLE AND PLACES OF WESTIN. 
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La ting- Cometla flebi ilid. WE WEN 


What, you would be forgiven for asking, is 
FRA, Frankfurt Airport's Consulting group, 
up to in water? Actually, we're promoting a 
freight system combining sea and air, 
whereby goods are shipped directly to the 
Gulf for example to meet the plane for 
FRA. Using universal containers for speedy 
handling from one to the other. In terms of 
time and cost-effectiveness when moving 
freight from one continent to another, you 
really come out on top. FRA Airconsult has 
been masterminding projects like this for 


FRA Airconsult 
in one of its elements. 


decades. We specialise in know-how in 
every aspect of airport planning, manage- 
ment, marketing and personne! training. — 
And we're certainly not put off by a little 
water. 

Please contact Flughafen Frankfurt Main 
AG, D-6000 Frankfurt/M. 75, Tx. 414959. 
Or our representative in Hongkong: Mr. 
Paul Eidens, c/o ITSG, Tel. 5- 8921321, 
Telex 83737. 

Make friends with us at { 
A.C. E.'87 exhibition, Osaka, May 12.-15. _ 


Flughafen 


Frankfurt Main AG 
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Now from Far Eastern Economic Review Ltd. 
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JFR JAPAN FINANCIAL REPORT 


JAPAN FINANCIAL 
REPORT 


Published Fortnightly ... 
The Most Authoritative Newsletter Of Its Kind... 
We take great pleasure in introducing the JAPAN FINANCIAL 
REPORT, a fortnightly newsletter written and edited by Richard 
Hanson and distributed and marketed world-wide by the Far 
Eastern Economic Review, Asia's leading business/news 
magazine. 


Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principal source of inside 
information on Japanese banking, business and finance for people 
with a need to know. 


Hanson Uniquely Qualified ... 


Hanson a long time resident of Japan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
frequent appearance of his articles in the Far Eastern Economic Review, 
The Financial Times and The Times of London among other prestigious journals. 
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(JFR JAPAN FINANCIAL REPORT 











Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 
which can help you chart a safe course through the labyrinth of Japan's financial world and at the 
same time provide you with an unparallelled insight into the workings and thought process of the 
Japanese Ministry of Finance and the Bank of Japan, Japan's central bank. 


For Bankers, Brokers, Corporate Treasurers etc... 


Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep 
you abreast and, in many cases, ahead of rapidly changing events which can and often do affect 


Japan's financial, economic and industrial well EY 
being. z 
: Subscribe Now... 


Act Now And Begin Reaping The Benefits... [Z 7z 7 
FAR EASTERN ECONOMIC REVIEW LTD 


Don't delay! No other a stone ond kind PUBLICATIONS DIVISION 

can match the scope an epth of information GPO BOX 160, HONG KONG 

you'll get in every issue of the JAPAN FINAN- ‘ 

CIAL REPORT. Do it now while you are think- © Please enter my subscription to the JAPAN FINAN- 
z à x $ 5 CIAL REPORT for the indicated term. 

ing about it. To subscribe simply complete the Ienclose cheque/M.O. in the amount of s OE) 
special trial subscription order form and return 


x 3 > i L] Please charge my credit card. 
it with the indicated amount. CATS See Y 


C 6months US$272 C] 1year US$495 
JAPAN FINANCIAL REPORT is designed to (Payment may be made in equivalent in local 
currency) 


(Please print in block letters) 
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need which in the short term might save you 
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time, energy and money, and in the long term ited 

help in strengthening your Japanese business Address 

activities. 

Guarantee... Charge = 0 e = 
Should the JAPAN FINANCIAL REPORT fail for carg ai 

any reason to live up to your expectations you Expiry date = 
may stop your subscription at any time. We'll “ 
promptly refund the unused portion of your Card Member z 
subscription payment. So you see you have Signature & 
everything to gain and nothing to lose. RS Sa ae es oe a5 
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Your next loader/backhoe. 
If it isn’t a Case, 
here’s what you'll be missing. 


Case loader/backhoes offer a unique com- the engine, torque converter or transmission 
bination of features that deliver a proven edge in easily and individually 
productivity and the greatest return on your 
investment. 


Maximum maneuverability: 


Our 580G four-wheel drive has extra traction 
for demanding on-site ground conditions. Stan- 
dard over-center backhoe minimizes bouncing 
so you Can travel faster and more smoothly on 
the road. A 

















Investment performance. 





The excellent twenty-five year reputation of 
Case loader/backhoes is something you car 
rely on when its time to trade or sell. No loader 
backhoe holds its value as well as our 580 

All-purpose maneuverability Maximu service 
ability. High resale value. These are just three í oo 
the reasons you can't afford to pass up a Case 

Give yourself the competitive edge that í Son nes 
< only with a Case. See your Case dealer today, or 
Balanced design. write: International Marketing, J | Case, 

700 State Street, Racine WI 53404, U.S.A 

All Case loader/backhoes have unitized main- Telex: 26-4425 
frames that stand up to heavy shock loads and 
componentized power trains that let you remove JI Case cD) 
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The power that the Ger- 
man banks are claimed to 
wield on their home turf has 
once again come under fire. 
Late last year, the German 
Monopolies Commission sub- 
mitted a critical report focus- 
ing on three issues: the non- 
financial holdings of the 
banks, the seats German 
bankers maintain on the 
supervisory boards of such 
companies, and the safe-cus- 
tody proxy voting rights the 
banks exercise on behalf of 
their customers. 

Significantly the commis- 
sion, by not coming up witha 
useful proposal on how to 
handle proxy rights differ- 
ently, failed to meet the banks’ 
long-standing wish to be re- 
lieved of a lot of unprofitable 
work. For, contrary to popu- 
lar belief, they do not enjoy 
the benefit of extra voting 
potential, since they can only 
act on their customers’ orders. 


An emotional issue 


The key questions are 
thus the banks’ non-financial 
holdings and their supervis- 
ory board representation in 
trade and industry. As such 
seats—which, incidentally, by 
no means imply a say in 
day-to-day management—are 
already restricted to ten per 
person, they are much less 
controversial than the banks’ 
industrial holdings. The com- 
mission suggests that these 
be limited to 5 per cent of 
a firm’s equity. This recom- 
mendation has found diverse 
political backing, often for no 
other reason than a certain 
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German banks: 
wielding too much power? 


“uneasiness”. Indeed, the en- 
tire issue seems to be largely 
emotional. 

The most searching at- 
tempt to substantiate the re- 
proaches levelled against the 
banks was a thorough study 
by a government task force in 
the late 70s: it came to the 
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banks’ non-financial interests 
are a fair-weather phenome- 
non: for whenever the econ- 
omy sails into rougher wa- 
ters, calls for bank rescue op- 
erations are quick to emerge. 
And when larger firms get 
into trouble, the only alterna- 
tive to approaching the banks 





conclusion that the highly 
competitive nature of Ger- 
man banking had prevented 
even a single case of credit 
institutions abusing their pos- 
ition of influence. This find- 
ing probably applies even 
more today, because the banks 
have in the meantime sub- 
stantially reduced their non- 
financial holdings. In terms 
of market capitalization, these 
now amount to no more than 
roughly 5 per cent of the total 
for all quoted German com- 
panies—which alone shows 
that such holdings are usually 
grossly overrated. 
Frequently, they are the re- 
sult of earlier bail-outs, mostly 
through debt/equity swaps. 
It is, in fact, quite revealing 
that demands to reduce the 


would be to turn to the gov- 
ernment for help. 

This also holds true for 
companies of national impor- 
tance trying to fend off un- 
welcome foreign takeover 
bids, in which instance the 
banks can step in by tempor- 
arily acquiring large blocks of 
shares. They provide equally 
valuable services by assisting 
in mergers and acquisitions 
or by preparing stock ex- 
change listings. In all these 
cases, the banks fulfill an* 




























essential function, not only 
for the companies in question, 
but also for the economy as a 
whole. Their ability to do so, 
however, would be greatly 
impaired if their industrial 
holdings were to be unduly 
limited. 

It should not be overlook- 
ed either that the dividend 
income the banks generate 
from their investment hold- 
ings—or, at times, their sale— 
has proved to be an effective 
and unobtrusive means of 
cushioning uneven earnings. 


Obvious advantages 


These aspects may well 
have contributed to the cur- 
rent process of rethinking 
abroad, where the strict separ- 
ation between commercial 
and investment banking does 
not allow the banks to cope as 
smoothly with temporary dif- 
ficulties. Moreover, the gen- 
erally much closer relation- 
ship between German banks 
and industry has apparently 
helped to prevent such unde- 
sirable developments as spec- 
tacular insider dealings and 
takeover scandals. 

Obviously, the German 
concept of “universal” or all- 
purpose banking seems to of- 
fer certain advantages which 
should not be nonchalantly 
sacrificed. What should also 
be clearly recognized is that 
moves to arbitrarily restrict 
the industrial holdings of the 
banks can hardly be justi- 
fied by singling out the re- 
putedly harmful effects of 
their power. And “uneasiness” 
alone should be no reason to 
forfeit strengths that are not 
viewed without a touch of 
envy abroad. 
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German knowhow in global finance 


VIEWPOINT is presented as a regular service to the international 
business and financial community by the Economics Department 
of Commerzbank, PO. Box 100505, D-6000 Frankfurt/Main 1. 
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> game of risk goes video 


: TRANGE how quickly tradition 
yields to change. After 200 poate of jeal- 
ously guarding its system of brokers and 
jobbers, the London Stock Exchange 
has in a few short months abandoned 
single-capacity trading in favour of 
dual-capacity and now decided to 
abolish floor trading altogether (from 

around the end of this year in favour of 

electronic dealing. London feels this 
will help maintain its position as the 

nost international financial centre in 
the world.” The implication is ‘that; 
where London leads others (including 

: Asian markets) will follow. ` 

-o Both London and New York are now 
looking for a principal Asian exchange 

with which to link up their automated 

« trading systems — SEAC 
Exchange Automated Quota- 


in London’s case and NASDAQ | 


x (National Association of Securities 

ealers Automated Quotations) in the 
case of New York. Singapore may have 
a natural lead through the establish- 


| 





int of its own electronic market | 


VIEW, 5 Mar. ), but Shroff was left in 
a “London that Japan is re- 
. ee as the natural Asian ‘link ina 
' AC connectin 
l Q — provided Tokyo moves fast 
enough. Hongkong, too, is a possibility. 
What this means for whichever 
Asian centre (or centres) does estab- 


also SEAC and NAS- | 


lish an electronic market is that the tail _ 


could quite quickly end up: wagging the 
z E at the stockmarket’ proper 
quickly be engulfed in the electronic 
ma volution, ‘as has happened in London. 
ere, too, the automated international 
section of the market was a rototype 
for what has now become an all-electro- 
vic domestic stockmarket. Once single 
-apacity had gone on the main trading 
oor,. the logic of matching market 
makers electronically with buyers and 
sellers became inescapable. 
What. was surprising was the almost 
indecent . 


‘completely for their video screens. Not 
| that brokers mind too much: though 

their commissions have halved in- Lor- 
don and around half of the daily £1.3 bil- 
lion (US$2.02 billion) turnover js done 
«direct. with market-makers, many of 
them have become market-makers 
— and turnover has doubled, 

SEAC International -the fastest 
growing sector of the London market 


¿| and which now lists 550 stocks — al- 


ready picks up the NASDAQ book (of 
some 4,100 companies) when New York 


“1 closes and sees an Asian link as.a natural 
| extension of global electronic trading. . 


First though, one or other of the princi- 
“pal Asian markets must ensure that. it 
has sufficient market-makers commit- 


chaste with which London: 
`| dealers abandoned the trading floor 





ted to making firm prices in SEAC and 
NASDAQ stocks as London and New 
York already have. ‘Sizeable market- 


| makers are as crucial ás are computers 


to electronic dealing. ‘There are 40 mar- 
ket-makers behind: EAC, for instance, 
and many more behind NASDAQ. 
This is where London is somewhat 
dubious about Singapore’s ability to 
pick up the book —~ unless it can attract 
more major securities houses to act as 
market-makers. Likewise, ‘though 
Hongkong is now seen by London as 
having an “orderly, on-screen market,” 
there is, as the London offi 
“no one in Hongkong prepared to pro- 
vide a liquid market in: international 
stocks” (though SEAC. International 
makes a two-way market in a-di 
Hongkong stocks nowadays). Tokyo is 
viewed as the logical link, especially as 
British and US companies are rushing to 
list there. But Tokyo is at present more 


obsessed with the issue of fixed commis- 
sions.than with electronic trading. 
_ On Wall Street too, Shroff encoun- 
tered enthusiasm for an electronic link 
with.Asia. New York traders would like 
to be able to continue trading interna- 
tionally into the night after the US West 
Coast exchanges. have closed. There. 
also, Singapore’s initiative. in establish- 
ing SESDAQ is acknowledged, but 
securities houses are agnostic over whe- 
ther it should be Singapore, Hongkong 
or Tokyo that provides the link —~ so 
long as one or other of them establishes 
efficient market-making and settlements. 
Tokyo’s archaic and arcane system 
of brokers and Saitory traders seems de- 
stined to disappear before the onward 
march of electronic internationalism, as 
does Singapore’s open-outcry main- 
board trading. And once one or more of 
the Asian centres hooks ‘up. interna- 
tional trading with New York and Lon- 
don it will be only a matter of time be- 
fore many leading domestic companies 
clamour for the market-making mechan- 
isms and electronic dissemination which 


| give their stocks global recognition. 








What Shroff questions is whether'all 


this is happening too fast for the good of 


investor protection. The New York | 


Stock Exchange's decision to bar iti 
members from trading on the London 
Stock Exchange in jointly listed securi- | 
ties during the hours New York is open | 
when London scraps floor trading, 
might be seen as pique at London g 
all-electronic: first ut it seems | 

cant that Wall Street: 

the need to merge tt 


too are ‘bothered by the po 
computerised trading abuses { 
26 Apr. *86). 

The other question is what 
if the US, Europe and Asia. i 
tually tied together in a system of elec- 
troni¢ trading where investors: happily 
trade in the stocks of Tourno ofo com- 


aL 
the chairman of the Securities and 
vestments Board. (SIB), Sir Kenn: 
cet. The SIB is naturally m 
ied. with issues like ins 

j e days, though not to 
same extent as with the need fo veral 
market regulation and 
standards for fi fin: 


Berrill-admits. But at the sam 
number af initernational a 


as we once were,” het air 

cheered to note that Berri! 

gard the recent hiccups in the perpe 
floating-rate note market in b 

as anything more than a case of in 

tion or as häving implications for oth 
forms. of secondary-market debt. And 
he certainly does not share the 

fears of some Hongkong. off 
securitised debt as.a. whole 

dently lose favour in the secon 

ket, crystallising billions of 

debt for primary issue underwriters anc 
market-makers. < 











By John Mulcahy in Hongkong 
Oo” of . Hongkong’s. burgeoning 
Sw number of young financiers, Joseph 
-Lau, is quietly taking on. the territory's 
establishment, his latest target being the 
noble house of Kadoorie. 
China Entertainment and Land In- 
~“vestment (CELI), a company under the 
.-sontroL of Lau and the chairman of soon- 
- to-be-listed Asia Securities, Bill Wyllie, 
has.acquired a 20% stake in Hongkong 
and Shanghai Hotels (HKSH), for 
HK$1.06 billion: (US$136.. million), 
while Lai Sun Garments, whose owners 
confess to.a “philosophical understand- 
ing” with Lau, has paid HK$503 million 
for another 10%. 
«The Kadoorie family. stake in the 
hotel and property group is estimated at 
around, 15%, from which it exercises 
executive control in. the form of chair- 
man Michael Kadoorie, son of 89-year- 
‘old patriarch Lord Kadoorie of Kowloon. 
Bocile capitulation. by the powerful 
ily is inconceivable, but the, benefits 
juvenated management and some 
ideas on the board would seem 
the Kadoories’ commercial in- 
ow. the scion of the dynasty 
‘react to the likely imputation on his 
nanagement skills is something else, 
and precisely the point at which negotia- 
tions may falter. 
‘Recognising the sensibilities at- 
tached to the issue, Lau and his cohorts 
‘are. playing their cards.close to their 
chests, but there seems little doubt they 
have every intention of bringing about 




































What price sentiment? - 


Hongkong’s Peninsula Hotel group under attack 





| would be ta 


substantive management changes at 
HKSH. 

The 35-year-old Lau has already ex- 
tracted from another Hongkong estab- 
lishment luminary — chairman of Hen- 
derson Land Development and Hong- 
kong and China Gas, Lee Shau Kee — a 
“greenmail” profit of more than 
HK$200 million from a protracted 
poker game po out over the gas 
company, and is said to be on his way to 
accumulating his second HK$1 billion in 
personal wealth, 

Included in HKSH’s assets are the 
landmark Peninsula Hotel, the Kow- 
loon Hotel, the luxurious Repulse 
Bay Apartments and the adjoining Re- 
pulse Bay Hotel site, now under rede- 
velopment. Also in the stable are the 
Lucullus food group and Peak Tram- 
ways, which owns and operates the Vic- 
toria Peak tram and its associated prop- 
erties. 


M ichael Kadoorie and Thomas Lau 
IWA (brother of and spokesman for 
Joseph ne conceded that discussions 

ing place, but both stressed 
that speculation on the content or con- 
clusions of talks would be premature. 
Other sources, however, insist that 
while CELI desires an amicable settle- 
ment, it is fully prepared to take the 


‘fight to shareholders if its aspirations 


are unsatisfied. 
The CELI strategy calls for a radical 
management overhaul, ranging from a 





lopment. 





per. to a change in emphasis o 
property om investment to deve- 
de he options available to ex- 
tract value. from the HK$53-a-share 
price paid for the stake by CELI and Lai 
Sun. include a fashionable “demerger” 
of the hotel and: property. interests 
(REVIEW, 5 Mar.); redevelopment of 
the Peninsula Hotel site, the sale by sec- 
tional title of the Repulse Bay Apart- 
ments and redevelopment of the Peak 
Tower complex. 

HKSH’s net asset value is about 
HK$45 a share, and the quick means to 
derive benefit from a HK$53 price could 
include one or more of the above op- 
tions, or an even quicker method of 
splitting the shares to make them more 
marketable. 

Having evolved. a reputation as-an 
astute trader, Joseph. Lau's. protesta- 
tions that. this time is different will 
not be universally accepted at face 
value, and at the very least some deg 
of asset stripping seems to be in -... 
cards. a i = 

After. tearing the. historic Repulse 
Bay Hotel down in the early 1980s, ig- 
noring voluble opposition from -en- 
vironmentalists,. the Kadoorie- family 
has. balked. at plans to. modernise and 
expand the Peninsula, an anachronistic 
yet poignant tribute to the grand old 
days. Lau is unlikely to suffer .any 
such reservations, and is far more likely 
to. recognise the income. prospects. in- 
herent in another 500. luxury rooms 
on one of Asia’s most lucrative hotel 
sites. 

For the Kadoories, the cost of de- 
fending their position in HKSH may 
prove unacceptably high, and they can 
draw solace from the knowledge that 
control of the family flagship, China 
Light and Power, is safe. o 























COMPANY RESULTS 


% change | Dividend 
onperiod | (prev.) 





Turnover 











¥14.85b 
| (US$96.7m) 






















¥1.73t +4 na. 
(US$11.3b) (n.a.) 


Poor profits were mainly due to the yen’s appreciation 
against the US dollar. 









(US$7.5m) 


P154.7m ca na. 









P4.43b na. 
(US$216.1m) (nil) 


+34 








Won 35.4b 
(US$41.4m) 










Won 4.22t 
(US$4.9b) 


Turnaround from previous loss of P127.5m resulted from 
cost reduction in gold mines, rise in gold prices, and decline 
in energy cost and interest rates. 

Export growth was ied by textiles, garments, electronics 


and steel and metal products. Sales to Asia and Europe 
grew, while thoseto the US fell. Í 





Won 6.9b 


Won 4.281 
| (US$S.0b) 








n.a. na. T 


Sales benefited from the strong yen. 


~ | Earnings helped by extraordinary gains of HK$14m. Land | 
revaluation of HK$3.96b increased shareholders’ funds to | 
HK$20.02b from HK$16.48b at 31 Dec. 1985. 




















AKG$108.43m 
| (US$13.9m) 
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HK$388.35m 
(US$49.8m) 








Certain items. included. as extraordinary in the dasi 
interim period reclassified as ‘ordinary to ‘conform wit 
classification in accounts for year ended 30 June 1986. 













na. a. Company proposed ‘one-for-eight rights and one-for-eigh 


bonus issues» Dividends: are adjusted for- one-tor-five | 
bonus issue for previous year. : 























‘the right tir 


jongk on Bank turns to its shareholders for HK$3.3 billion 


its first cash call on shareholders 
Hin six years, Hongkong and Shanghai 
; Banking Corp. is seeking HK$3.3 bil- 
- lion (US$423 million) by way of a one- 
- for-eight rights issue. The issue, which 
‘coincides with the bank’s first-ever 
HK$3 billion annual profit and will 


_ drain funds from a Hongkong stockmar- 
“ket:that is near its all-time jeak, will 


strengthen the bank’s capital base. 
-After the bank’s failed sortie into 
Britain in 1981, when its bid for control 
of the Royal Bank of Scotland’ was 


| blocked by the Bank of England, under- ` 


` representation in Europe has become 
an acknowledged gap in the reach of 


- Hongkong’s biggest financial institu- 


“tion. While the bank denies it has any 
‘quarry in sight, its strong capital posi- 
- makes a European takeover a pos- 
in the short to medium term. 

New chairman William Purves, who 
succeeded Sir Michael Sandberg on 1 
January, rejects the notion that the 
| bank’s position may have deteriorated 
-since 1985, when it raised US$1.2 billion 
in the now-suspended perpetual float- 


ing-rate note market, and stresses in- 
stead the need to garner resources in. 


anticipation of new opportunities. 


Coming in the wake of the US$1.2 


billion addition of primary capital af- 


forded by the perpetual notes, the rights 


issue has been accompanied by a trans- 
fer of HK$2 billion from inner reserves 
(that were boosted by capital profits 


. totalling more than HK$1.7 billion from | 


the sale of holdings in South China Morn- 
ing Post and Cathay Pacific Airways) 
‘and transfer of HK$250 million from re- 
tained earnings into the published re- 
serve. Taking into account the HK$2.7 





billion remaining in accumulated pro- 
fits, the bank has since 1985 amassed a 
war chest of more than US$2.5 billion. 
Given the surge in the share price 
over the past year, the issue — at HK$7 
a share against the HK$10.30 market 
price ahead of the announcement -— 


could itself be described as opportunis- 


tic, particularly as it represents only the 
second rights issue in the bank’s 122- 
year history. Another reason. for the 
fund-raising exercise, and one that finds 
its logic less in fundamentals than in pre- 
stige, is the precipitous collapse in the 


US dollar in the past 18 months, which 


has pushed Hongkong Bank down the 
international rankings in terms of total 
assets, given the link between the Hong- 
kong and US currencies. Mop pe 
During 1986 the bank increased its 
footings — gross assets — by more than 
30% , partly through the acquisition of 
James Capel and C$3 billion (US$2.2 


billion) in assets derived from the Bank 


of British Columbia rescue. 


he capital injection from share- 
l holders and the boost to published 
reserves from the secret accounts will 


| undoubtedly place the bank among the 


institutions most likely to conform to 
looming international capital-adequac 


„requirements. But is compliance with 
as-yet-nebulously defined regulations 
_ the primary objective? 


The cushion provided by capital 
surplus to regulatory. requirements 


could well be.construed asa measure to 


protect the sacrosanct inner reserve 
from closer scrutiny, as the bank’s capital- 





director Jolm Gray, the b 
well within existing and expected c 
tal-adequacy ratios, and its position will 
be enhanced further with the newt 

tion from shareholders. 

Hongkongs new Banking Orii- 
nance calls for capital adequacy ratios 
ranging from 5-8%, while on an equiva- 
lent basis the Bank of England requires 
ratios ranging from 8-15% and the US- 
Federal Reserve Board will soon lift its 
requirement to 7% from 6%. 

During 1986 the bank made addi- 
tional provisions’against its exposure in | 
Singapore, Malaysia and the Middle 
East, though Purves insists the p 
sions were “average,” and not as bad as 
in the previous year when the red pe 
was much in evidence, writing offe 
derable amounts of the bank's expos! 
in Southeast Asia and against shij 

A measure of the market sensi 
the-bank’s.call for funds wasa nea 
point fall in the Hang Seng Index 
mediately. preceding the announ 
ment. Among the substantial short 
ers in the Hang Seng Futures contract 
were two ofthe bank's subsidi: 

James Capel Far East and War 
Thompson, ‘though Purves d 
either had prior knowledge of the issue 

After the sweeping provisions in 
1985, the latest fund-raising exercise —~ 
sweetened by a matching one-for-cight 

us issue — leaves Purves at the helm i 
yank that by his own standards 
remely well financed, and 
reasonable of 


y 


the new order at Hongkor 
given itself a “level playing | hayes 
ing buried the inherited skeletons, and’ 


to-assets ratio of around 8% meets Hong- | from now the kudos and brickbats will 


kong’s proposed requirements and is 
























































be forthe new account. ~—~ John Mulcahy 
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| taking, led losers in the period to 9 Mar. 


HONGKONG: The market came under heavy sell- 
“dng pressure and took a 93-point Toss on 5 Mar., 
` the biggest single-day lossin five years. Profit-tak- 
ing and negative sentiment over corporate re- 
_ Structuring at Hongkong Electric were blamed for 
the shakeou ces picked up on the last day, 
however, in anticipation of good Hongkong Bank 
its, but not enough to offset the period’s 

. The Hang Seng Index fell 74 points over 

od to 2,820.38 on daily turnover of 242.44 

‘es, worth HK$1.41 billion (US$181.1 














stitutional investors bought heavily in 
f themes, pushin the Nikkei Stock 
é to a new high of 31 16.4 points on 9 
ecurities companies, banks, foods, arid 
s mand stocks, such as real estate, con- 





IDS stocks. were volatile. Stocks 
tures 50 firmed as.investors ap- 
_ peared to re-weight their portfolios in preparation 
for the 6 Apr. launch ofthe futures contracts. 
Daily volume averaged 909.3 million shares. 


_protit-takin 









: Investors continued to chase blue 
gold stocks, pushing markets to record 
he same time, shareholders of AIDS 
d heavily, following controversy sur- 
vate Blood Bank, which specialises in 
rin -free blood for blood transfusions. 
Private ‘Blood Bank, which stood at A$15.70 
_(US$10.64) in. the previous period, plunged to: 
‘A$3.50. Elsewhere, good corporate profits com- 
bined with both local and overseas institutional 
iquidity boosted market confidence. The All-Or- 
inaries Index eg ie 18 points over the period to 
se at 1,640.9. Some -640: million shares were. 

d; worth A$1.2 billion. 


_NEWZEALAND: Smallish changes in the Barclays 
_ Index masked an active market and bigger moves 
n individual stocks. Investment stocks tended to 
e Out of favour, though interest in industrial 
tocks took an upward turn: Investors responded 
favourably to Fletcher's and Waitaki’s results; 
_ but reaction to Brierley’s was negative. 


SINGAPORE: The market rose above its previous 
~ all-time high of February 1984 when the Straits 
‘Times Index closed at 1,073 points on 5 Mar. in ac- 
tive trading. Although there were signs that.de- 
amand for stock was weakening, the market con- 
tinued to rise on 9 Mar. after dipping in the previ- 
ous: session. The budget had a neutral effect on 
‘Overall sentiment, though retailing stocks gained 
on news that there was not going to be a broad- 
‘based consumption tax. Fraser’s Singapore. In- 
dex put on 23,72 points ‘to 6,301.03 (242.73 
points above the peak reached on 27 Jan. 1984). 
: Turnover totalled 49.49 million shares a day worth 
$$87,54 million (US$40.9 million), 


KUALA LUMPUR: Despite a few bouts of profit- 
_taking, the market remained buoyant and volume 
-was at very high levels. Second-liners were much 









































































r = oo z > s ; an 
Buying is at high pitch 
MARKETS in Asia continued to be bullish, with many due for technical corrections. 
South Korea led gainers, while Hongkong, which came in fora bout of heavy profit- 


ters that had not yet responded to the current bull. 
run. Blue chips, on the other hand, remained rela-. | 


tively static, though MISC. continued its steady 
upward climb and New Straits Times enjoyed sub- 


stantial gains. Fraser’s Industrial Index closed the |. 


period up 87.93 


ints at 3,911.77, its highest level 
since August:19. 


. Average daily trading volume 


was a healthy 30.85 million shares, valued at 


M$44.21 million (US$17.5 million). 


BANGKOK: The market once again recorded im- | 
pressive gains in hectic trading. National Finance“ 
& Securities and Thai Tin Plate continued to be - 


market leaders, while Thai Wacoal was ‘the 


biggest gainer on expectation of a capital increase: ` 





ought, with only marginal bouts of- 















in demand by small, local investors seeking coun- 


Volume amounted to 7.46 million shares; worth. 


Baht 1.07 billion (US$41.2 million). ; 
MANILA: Average daily turnover rose to P61.79. 


million (US$3 million), up 28.7% from the previ- | 


ous period on volume of 527.04. million: shares, 


up 25%, owing to. special block sales.on 4:Mar... 
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Cathay Pacific 





















That, however, failed to obscure the overall 2 pre 


market weakness as prices of most blue chips and 
speculatives closed with substantial losses. Com- 
bined volume and value traded on 9 Mar. repres. 


sented new daily lows since the start of the ye 





All market indicators retreated — the mining | 
marker by 251.34 points to its closing 3,121.45, the | 
commercial-industrial index by 21.32 to 592.27, | 


and the oil gauge by 0.314 to 2.358. 


TAIPEI: The weighted price index broke above 
1,300 for the first time ever, and ended the period 
at 1,300.82, 11.5 points higher than the previous 
close. A three-day decline in mid-period was 
‘caused by a renewed round of appreciation of the 
NT dollar, which rose to NT$34.8:US$1 by 9 
Mar., and fears over its effect on exports. But the 
momentary bearish sentiments were over: 
whelmed by the continuing.flood of new capital 


into the market, thus allowing the market to end . 


‘the period ona high note. Average daily transactions: 
amounted to NT$5.27 billion (US$151.4 million). 


SEOUL: Defying earlier predictions of a correc- 
tion period, the market continued its heady rise, 
breaking through the symbolic 350-point level at 
mid-period, to fall back slightly to 348.5 points, up 
10.65 points from the previous period. Trading 
volume was down 8.15 million shares to 36.61 mil- 
lion shares daily, worth’ Won 69.06 billion 
(US$80.8 million), Pi ; 
BOMBAY: Equities continued the downtrend. 
which began with the announcemènt: of -the 
budget for fiscal 1988 (beginning on 1 Apr.). The 
BSE Index fall was temporarily halted on 5 and 9 
Mar. when government-supported institutions en- 


tered the ring to steady the market. Observers ` 
said that only buik-purchases by institutions and 


amendment of certain budget proposals will in- 


fuse fresh buying interest. Meanwhile, stock-ex-| | 


change authorities have banned short-selling in 

specified pivotals. Trading on the last day of the’ 

ponos was only for an hour to allow jobbers to do 
usiness in specified shares. = E 
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‘Mice rates 
months forward: Japan ¥1S2.97, Hongkong HKE?.771, Singaporn 562.131 
Singapore-Maliryain: S81— M1179, £1 <HKS12.36 




















Long teemOR BK Jap TOWA thun 
Banwa lit Fin 14-472 6/Junera2 
Ekaportfinans 1 1-1/4 20/Mar02 

Ontario Hydro 1-1/4 19/May/90 
Australia 1-1/4 19/0c1790 

Australia’ 
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(8) MBatonne (B) USea 60 bushel Source: Merril Lynch = Sun Hung Kal (Overseas Securities) Co.. 


























U Oitelatanc otter estimates ot GDP {GMP in dapan). (A Govieumer Price ndana 
Customs basis: (7) fob.) ct” 49) Excluding petroleum products. 
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„One of Meltiourne' s In addition, arn: 
opportunity exists for furitier 
ex) nsion as the local 


Ou Will find at leasto ‘one famous: scienti 
Most of thern graduated from the Te 


; an orig 
versity of Budapest. The education system of thi 


well-known.and highly recognized all over the wor 


Now, this’ opportunity is extended: foreigners may take ul 
studies atthe TUB: 


Preparatory courses ~~ pre-engineering courses 
B.Sc and M.Sc courses 
Postgraduate training — Ph.D degree, 


in Mechanical, Electrical, Chemical, Transportation, Civil in | 
gineering and Architecture. 
Degrees and credits are accepted orcan easily be nostificated 

in most countries of the world. : 

Tuition language: English or Hungarian 

The tuition fees and the cost of living are moderate. | 


The requirements, nevertheless, are severe: to meet them, 


you must study very hard. 
Ask for further information and tree brochures: 


Technical University of Budapest 
Department of Studies 
International Students Office 
Milegyetem rakpart 3/9 
4-1111 Budapest, ma pay 
“1-452-1 
























U rumai is the centre of the earth, or 


rather it’s the mostinland city in the 
world. It feels that way, three-and-a-half 
hours flying time from Peking across the 
Gobi desert with the western edge of 
Mongolia to the north, central Tibet to 
the south, and the Soviet Union to the 
mmediate east. Descending out of the 
aze towards. the airport there is a 
limpse of snow-capped mountains to 
he distant south and a brown alluvial 
fan smothering acre: 
patch. of green appears to’ bë thrown 
_ carelessly across the fan’s fringes. The 
airport is less than busy. The flow of 
pedestrians and cyclists across the run- 
‘ay only momentarily ceases for the un- 
ccustomed landing of a plane, resum- 
ing even before it has taxied to a halt. 
_ Outside, the immediate impression 
is. not of China. The terminal building, 
ite its: 1950s utilitarian concrete ar- 
cture, illustrates this through its 
ling in both Arabic script and 
chinese. This epigraphic mix shows it- 
If at the personal level. The majority 
ficials, not in the olive-green uni- 
form of the: People’s Liberation Army, 
wear colourful embroidered skullcaps. 
Travelling into the city only reinforces 
mpression. The “central business 

















reas that have not as yet: 
‘the ubiquitous concrete. 







tonging bicycles that miraculously 


the outskirts of the city where the cause 
of all this industry is: located. Just 
beyond the neat geometrically laid out 
apartment blocks, there is in the process 
of creation equivalent of Birmingham in 
the early 19th century:a region blasted 
with mine, factory and furnace; col- 
oured by leaping flames and columns of 
_ black smoke. Acres are: covered with 
-< men and women producing the concrete 
abs to provide the skins for the next 
phase of concrete boxes, while 
alongside them others are quarrying the 
etritus from a recent river valley and 
sieving it by hand. to: provide sand for 
their neighbours and create cairns. of 
cobbles. for. some. mysterious. future 
tion. Criss-crossing this lunar 
teland are rows of tipsy telegraph. 
Oles at jaunty angles. The rough roads 
re cornered by «small one-storey 
ahouses,’ outsidecof. which the local 
ads play a version of bar billiards. 
-v Travelling from the suburbs into the 
countryside is a further st p park into 
_ the past. Here the old Silk Road might 
still run is course, as barrack-style hous- 
g first shrinks to a single storey before 
ving way to yurts, and assheep, horses _ 











































of desert. Then, a` 





The roads are beset with “Soviet: | 
realist” lorries ploughing through ji 


clear from their immediate path. It is: | 









and even camels start to outnumber | 








people. Here is the remnants of 
nomadic life. 

The people look different, no longer 
the Han Chinese these are the Kazakhs. 
They almost wistfully perform their 
feats or horsemanship for visitors, in- 
cluding a team sport with unfathomable 
rules that seems to be a version of tug- 
of-war with a dead sheep substituting 
for a rope. It is only a few clues that lo- 
catés them in the 20th century global vil- 
lage, such as the presence of baseball 
caps advertising the virtues of damaging 
one’s health through the consumption 
of the world’s most popular cigarette. 

Western Xinjiang is a strange 
melange, frontier province where the 
Han Chinese and the indigenous in- 
habitants have an essentially immiscible 
existence. China is a country with many 
faces, yet all of them this is one of the 
most unusual. In Urumqi industry has 
the usual ubiquitous Japanese presence. 




















included an end to the policy of send- 
ing criminals to labour camps in Xin- 
jiang; democratic elections to allow 
minority peoples to become officials 
in the region; more support for the 
education of minority peoples; an end 
to forced birth control, and greater poli- 
tical and: economic autonomy. It was 
also reported that in Urumqi itself 
thousands had-demonstrated for greater 
political freedom. 

Certainly there were demonstrations 
in Urumqi at the beginning of May last 
year over the dangers of drifting clor4- 
of radioactive fallout’ from the Ch 
nobyl disaster. It may well be that these 

_ demonstrations have help- 






































_ed to contribute to Peking’s 
slow, but perceptible shift, 
to‘review China’s nuclear 
p mme: , 
o Xinjiang is China’s fron- 
tier province in more than 
‚one sense. ‘It is virgin terri- 
“tory that offers the promise 
of rich mineral wealth as - 
well as- being a’ buffer 
against the Soviet Union. 

. But China faces a problem: 
the future is seen to lie with 
„the special economic zones 
(SEZs) and these are light- 
years away, geographically 
and industrially, from 
Urumqi. The inhabitants 
know this and Peking can- 
not afford to be seen to 
neglect. these people, who 
retain a deep suspicion c” 
remote bureaucracy. 








For example, the Tian Shah Woollen 
Spinning and Knitting Co. is a joint ven- 
ture set up in 1980 with Toyo Boshi 
Kogyo and two Hongkong companies 
which produce cashmere and. lambs- 
wool products. The Chinese provide the 
labour — 1,300 workers, including 
minorities — the Japanese provide the 
technical equipment and the manage- 
ment style, while Hongkong avoids ex- 
port restrictions. 


i T minority group most obvious in- 


Urumdi is the Uighur. It is also the 
group that is currently most at odds with 
Peking. Newspapers reported in Decem- 
ber 1985 that Uighur students at Pe- 
king’s Institute of Cultural: Minorities 
marched around Tiananmen Square 
protesting the fact that Xinjiang is used 


for nuclear testing. They then presented 
“written demands at the communist 


party headquarters at Zhongnanhai that 








Yet; what is necessary 
here is the development of'a kind of 
heavy industry that is now distinctly un- 
fashionable in ruling circles. At the 
same time, the process cannot alienate 
the minorities in the region by dramati- 
cally disrupting their present way of life. 
The recent border clash in the province 
with the Soviets can only reinforce the 
delicate tightrope the central govern- 
ment hes to walk in the arena where the 
colonial powers played out-their “Great 
Game” at the end of last century. 

‘To give more.autonomy is to lose 
control, to emphasise the.SEZs in the 
southeast is to create.resentment in the 
northwest. China’s. central. power will 
have to learn to balance its approach: as 
they say, if you'can’t ride two horses at 
the same time you shouldn't be in the 
bloody circus. Theonly question is whe- 
ther Peking realises it must indulge in 
acrobatics and is sufficiently supple to 
be able to doso, -: — Glyn Ford 
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German Airlines 


ocdania. ne name that stands out. 


Within the Scania range there is a truck tailored kind of expertise that has made a Scania what 


precisely to all needs within medium-heavy it is today. Rugged, reliable, fuel-efficient, 
and heavy transport. A truck researched, strong, safe. Remember, when it comes to total 
designed, developed and built to the most economy, one name stands out. Scania. 


exacting standards created by man, com- 
puters and advanced technology. It is this 








SCANIA IMPORTERS Korea Singapore Taiwan 
Saab-Scania Liaison Office Scantruck Engineering Pte Ltd Foretront International Ltd 

Hongkong Room 308. Daekwang Bidg 26 Tuas Avenue 8 8th FI. Formosa Plastics Bldg 
Swedish Motors Ltd 7—15, Nonhyun-Dong Singapore 2263 201 Tung Hwa N Road 
19 Wong Chuk Hang Road Kangnam-Ku, Seou! Taipei 
Aberdeen i ; 
ind ; Malaysia Saab-Scania, Scania Division Australia 

onesia Scandinavian Motors Sdn Bhd South East Asia Regional Office Saab-Scania Australia Pty Ltd 
PT Harap an Mandiri Utama No. 5 Lorong SS 13/3C 354 Orchard Road, 08-03 Shaw House 34 Glenbarry Road 
Jalan Pangeran Jayakarta No. 32D—E Subang Industrial Estate Singapore 0923 Campbelifield, Vic. 3061 


Jakarta Pusat Subang Jaya, Selangor 
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Write to your local importer or mail this coupon to 
Saab-Scania, Scania Division 
S-151 87 Södertälje, Sweden 


Please send further information about the Scania 
range of commercial vehicles to 





Name: 


Address: 





All the signs lead to Scone. 


SCANIA = 


Saab-Scania, Scar 
Södertälje, Sweden 
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doesn’t come easy 


At hotel rebar, 
like you, we work hard for our money. 





3 
£ 


This way, 
we can offer first class services and lower room rates. 
So your money can work harder for you. 


At hotel rebar we understand. 






































Israel Aircraft Industries’ 
Engineering 

provides powerful 
capabilities for your 
aerospace advancement. 
New products, RTD&E, 
systems/ platform 
integration — 
independently or jointly, 
and for just as long as you 
need. 





e Large sonic and subsonic wind 
tunnels. 

e CAD/CAM, management and 
training systems development, 

e Flight and structural testing; 
materials testing and 
development, 

Full-service technical 
publications house. 

e Avionics development 
laboratory. 





ISRAEL 
AIRCRAFT 


LTD 


Ben Gurion International Airport, Israel 
Tel.: (03) 9713111 f 
Telex: 371102, 371114 ISRAVIAIL 

Cables: ISRAELAVIA 

New York: 

Israel Aircraft Industries International, Inc. 
50 West 23rd St., New York 10010 
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hotel rebar taipei 


32 Nanking E. Rd.,Sec. 5, Taipei, Taiwan, R. O.C. 
Cable: HTLREBAR Tel: 763-5656 Telex: 14207 HTLREBAR 





k s (212) 620-44 
4 Fax: (02)7679347 Rae oe Wd Hit 
r Brussels: 
OVERSEAS RESERVATION: IAI European Marketing Office 


UTELL International CARDINAL Hotel Booking Service 50, Ave. des Arts 


Tel.: (2) 513455. Telex: 627181 ISRAVIA B 





Read, Remembered, Rushed 


Just one pass of a document through the 
new, compact Panafax UF-600SF, and the 
contents are read into a built-in 15-page* 
memory and ready to be sent to up to 100 
different CCITT G3 and G2 destinations. 
Automatically. At any time, day or night. For 
the best telephone rates. 

Sending extra-long documents? Choose 
the optional 30-page memory. At either 
capacity, you'll have the ability to reproduce 
up to 99 sets of hard copy. 

Transmission is simplicity itself. Any one 
of up to 40 numbers can be dialled at the touch 
of a single button. Another 60 require just 
two-digit abbreviated dialling, while 100 num- 
bers can be distributed to seven group buttons 
for one-touch multi-station transmission of 
the same document. Any of these prepro- 
grammed numbers can be grouped for multiple 





transmission or polling. 

Our original white line skip function jump 
over blank spaces on a page to rush your 
document at an average worldwide transmis 
sion speed of just 12 seconds!* That’s faster 
than ordinary G3 machines. 

You should rush, too. To try the Panafa 
UF-600SF, the unforgettable facsimile machin 
with a memory. 


Panasonic 


Office Automation O A 


Panasonic, along with National, is a brandname of Matsushita Electric 





















Aircraft 
Manufacturing 


Israel Aircraft 
Industries’ Aircraft 
Manufacturing 
Division has unique 
facilities to 
manufacture the Lavi, 
Astra and Westwind. 
Our capabilities are 
available to other 
prime contractors 
seeking development 
and production 
partners. 


Full CAD/ CAM machining and 
to-specification fabrication and 
assembly, 

e Design, manufacture and 
integration of airframe sub- 
assemblies and hot engine parts; 
landing gear and other hydraulic 
and electro-hydraulic assemblies; 
electro-mechanical assemblies; 


electronic systems, optronics, 
inertial products and systems, 
ISRAEL 
AIRCRAFT 
INDUSTRIES 
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Ben Gurion International Airport, Israel 
Tel.:(03) 9713111 

Telex: 371102, 371114 ISRAVIAIL 
Cables: ISRAELAVIA 

New York: 

Israel Aircraft Industries International, Inc. 
50 West 23rd St., New York 10010 

Tel.: (212) 620-4410 

Telex: 230-125180 ISRAIR 

Brussels: 

1A European Marketing Office 

50, Ave. des Arts 

Tel.: (2) 513455. Telex: 627181 ISRAVIA B 
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Could Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT which is pub- 
lished monthly by the Far Eastern Economic Review has long been 
recognized by leading business executives throughout the world as 
the most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 

Of Information 

Covering subjects which range from foreign investment to fashion, 
electronics, telecommunication, engineering, contract negotiations 
and to literally dozens of others the CHINA TRADE REPORT is 
essential reading for anyone doing, or wishing to do, business with 
China. 


You Could Gather It Yourself 

You probably could get the same information on your own but in 
order to locate what is contained in each and every 16 foolscap 
page issue of CHINA TRADE REPORT you'd have to read hun- 
dreds of publications, not to mention have your own network of peo- 
ple reporting from all the important zones in China. 


Why not subscribe now and discover for yourself how the CHINA 
TRADE REPORT can help eliminate the mystery and much of the 
risk in doing business with China. 








Small Investment. .. Handsome Dividends 
Start benefiting immediately from the information-packed CHINA 
TRADE REPORT by subscribing now. A small investment today 





may pay handsome dividends later in saved time, energy and . 


money. 


(Please print in block letters) 


Post this coupon today! 


Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 


Please enter my one year subscription (12 issues) for the CHINA 
TRADE REPORT. | enclose a cheque/money order of 

made out to the Far Eastern Economic Review. Or, please charge 
my credit card (tick one): 


American Express O ODinersClubO MasterCardO Visao 
Card No: : 
Exp. Date: 











Signature: 
Name: 
Address: 











Annual subscription rates: HK$2,310 US$300 
Sent airmail anywhere in the world. 
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From the right vantage point, your vistas extend 
to even distant markets. Let’s look them over together. 


he deeper your insights into a coun- 

try and its economy, the better your 
prospects in international business. Take 
intelligence on optimum modes of payment 
and methods of financing, for instance. To 
support your foreign commitment success- 
fully, your bank partner must be able to 
provide such information firsthand. 

That's why DG BANK has steadily 
expanded its international network of 
branches and subsidiaries in major finan- 
cial centers. In addition, we maintain corre- 
spondent relations with some 3,000 banks 
worldwide. As a member of the UNICO 
Banking Group, DG BANK cooperates 


closely with five large West European banks. 

To its international presence, DG BANK 
adds a universal range of services: from 
foreign exchange cover to Euroloans, from 
export financing to bond issues, from invest- 
ment counselling to assistance in entering 
new markets. Whatever your needs, our fast- 
action policy ensures that you rapidly get to- 
gether with the right people and lose no time 
in analyzing all the risks and opportunities 

DG BANK Hong Kong Branch, Admiral 
ty Centre, Tower Two, 9th Floor, 18 Harcourt 
Road, Hong Kong, Telephone: (5) 29 27 15, 
Telex 76498 dghk hx. 

DG BANK Singapore Branch, 6, Battery 


DG BANK 


Road # 40-01, Standard Charte 
Building, Singapore 
22397 11, Telex 34559 
DG BANK Tokyo Repre 
Daimon Sano Building f 
Shiba-Daimon, Minato-ku, Tokyo 1 


Telephone (3) 201-4 3369 04, Ti 
Head 


Office: DG BANK 
100651, D-6000 Frankfurt am M 
phone: (69) 7447 a 
Offices in: NewYork, | 
Rio de 
Luxembourg, Zurich, Budapest 





Janeiro, Kuala 


The broadly based Bank 





“THE KING GASPED IN AMAZEMENT” 


The ultimate goldsmith of the Italian Renaissance, Benvenuto Cellini, perfected new methods 
of engraving, of casting metal and setting precious stones. His obsession with perfection J], 
in every detail both astonished and delighted the kings, princes and Popes who W 
were his patrons. ROLEX 
To reflect that skill and craftsmanship of an uncommon order, Rolex have 
created the Cellini Collection of gold aes watches. 


"A 
ze: | Í Ei gi Í [ [f H i | | j l i lhe watch illustrated left is Model 4671 
J N in 18ct. gold and is shown actual size. 
Éj | | J. T j i "| 1; ; | l : } / | || It is set with 24 baguette diamonds 
| j | $ (approx. 3.08ct.) and has a diamond- 


| | | | 1 paved face and 18ct. gold bracelet. 
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Where else could such a haven Where else could bring you st 
of peace and tranquility be found riches and such luxury at suck 
in the heart of a bustling city. surprisingly affordable prices. 


YVIN SINGAPORE WHERE 
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/here else but the Shangri-La. 
-onsistently acclaimed as one of 
1e best hotels in the world. 
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Striving Together 


Samsung believes in teamwork the kind of striving 
together that combines the depth of our experience with 


the best of our technological skills to bring you our 
finest achievement high quality electronic products 
Samsung has something for everyone. You'll delight in 
the picture clarity and vibrant sound of our color TV, 
VCRs, and audio equipment, and Samsung home 
appliances will give you 





performance you can rely 
on 


All Samsung products display § 
EF I 





the qualities that earned usa 


place as major suppliers for the recent Asian Games 
and the 1988 Seoul Olympics telecommunications network 





We are doing more than just providing you with 


dependable electronic products to make your work and AMSUNG 


life easier, we are building lasting relationships Electronic 
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Objective of e 
The far Left and. th 
Philippines have co 


_overthrow the Aquino 


establish a totalitaria 


pt by Marcos 


throw the Aquino government. With 
on-of the constitution on 2 
l he. Aquino government is 
clothed with a constitutional mandate, 
The far Left and the far Right are now 


plain outlaws. 


„In the face of all these problems, the 


ing and. massive support. 
people, will prevail. The Filipino today 


is militant and discerning. He loves“ 
democracy and will not give up the gains | 
made during the 22-25 February 1986 | 
„bloodless revolution. Communism and 


fascism are anathema to the Filipino 


San Fernando, Pampanga Quintin Gomez 
No communication _ 

We refer to Nigel Holloway’s rep 

the letter dated 19 January 

the editor-in-chief of the Straits 


i| Press, regarding Holloway’s article, A 


fall from grace. 


“Holloway, in his reply, has stated 


that one of his ‘sources of information . 


for his article was on the board of Singa- 
pore Press Holdings (SPH). 


The board of SPH wishes to state | 


categorically that none of the directors 
had spoken to Holloway on the matter 
in question. Foo Joon Kim 


Singapore Group Secretary, SPH Ltd 
® Nigel Holloway stands by his reply. 
MacArthur meeting 


Emperor Hirohito at his own request 


| met Gen. Douglas MacArthur on 27 


September 1945, to offer himself to the 
judgment. of the allied powers. But 
MacArthur received the emperor in the 
US. Embassy, not. the: Dai-Ichi Insur- 
ance Building’ as. reported in. the 
Review [1 Jan. 0 
MacArthur “realised that expecting 
Hirohito to call on his conqueror at the 
Dai-Ichi, a public building, would be 
needlessly mortifying. Therefore, he 


| would receive him at the embassy,” Wil- 


liam Manchester wrote in his book, 
Am n Caesar. ae 

To confirm Manchi account 
and my own memory, I telephoned Joe 
Sykes in Walnut Creek, California, and 
Ernie Hoberecht, in Watonga, Ok- 


the military last | 
anuary, was a brazen act to.over-. 


i the continu- | p 
the Filipino: 


lahoma. Sykes was assigned to the chic! 
of staff's office in MacArthur's Dabic 
headquarters and latersvas an executt 


with Northwest Orient Airlines and 


Cathay Pacific in Asia. Hoberecht wa 

United Press correspondent in Tokyc 
from 1945 until the mid-1960s. Without 
hesitation, both agreed that the meeting ` 
took place in the US Embassy, where 
MacArthur lived. 


ithaca, New York Akano 





number of ¢ 
- Tajuddin and 
dir fi 





| 
| 
| companies. 

| In the context of the above, we 
| therefore consider it highly ine : 
| priate for you to mention ourn 

| our firm. has been involved in 

| ations ör approval of the loans- t 

| said companies. a a 
| z , Baharom Darus 
| Kuala Lumpur 
| 
| 
| 
l 
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è The editor replies: TH 
cepts that Syed Hamdan 
sociated with Ba 
Baharom-Hamdan) 

| grets that the article, as put 

| otherwise. The REVIEW did nat sugge. 
that Baharom-Jasani was involved i 
negotiating loans for companies control- 
led by Tajuddin and Othman. 
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You’ve got a crucial deadline to meet. 

You're under pressure. And you've got 
to get your hands on information from 
many different sources and react — fast. 

But the information you need is just out 
of reach. It's scattered all over the office. In 
different computers. In different departments. 
In incompatible databases. 

The alternative to this game of hide and 
seek is Honeywell's new PLUS Series. 

The new PLUS Series gets all 
your systems talking together. 
Even if they come from different 
suppliers or use different 
communication systems. 


And the new PLUS Series 
gives you immediate access to 


“i. 





Designed well. Built well. 


Honeywell 


lis new PLUS Series. 





























different databases. You can retrieve the 
information you need and put it all together 
in a fraction of the time it used to take. 

The heart of the PLUS Series is 
Honeywell's new DPS 6 PLUS, a powerful 
32 bit super minicomputer. Its unique multi- 
processor design allows you to use up to 
four processors simultaneously. 

The new PLUS Series also includes an 
innovative software package called 
ONEPLUS. It lets all of your computers 
work together, whether it's for 
database management, office 

processing or communications. 

Honeywell's new PLUS Series. 
The easy way to put all the 
pieces together, 
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J ust over a year after. President Corazon Aquino swept to p oe 
power in the Philippines on a wave of moral indignation 
se | against the increasingly blatant nepotism: and corruption of 
etiam the Marcos regime, rumours of cronyism are beginning to 
TTE shadow the new administration. Inthe run-up to the 11 May 
congressional elections, Aquino's political opponents have 
begun to talk of influence peddling and payoffs involving 
members of the president's family. Aquino is a member of 
one of the landed oligarchies that have long wielded 
ower i t ines and have widespread business in- 
terests. Manila bureau chief James Clad looks at the truth 
behind talk of anew cronyism around Malacanang, while correspondent Jose 
Galang outlines the pau family empire. Pages 70-73. 
Cover ietro y Mohin Lul 
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ntinue to lobby for the 
repeal of sweeping new 
“government powers 
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ol false news,’ which they 
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Mi ster. Shevard- Peking imposes more. centr 
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Front revolutionary grouping seeks 64 Da a T 
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| national recognition of its armed | petrocorp is going on the public block | currencies: Bending over backwards 
struggle. ‘as part of the government's plan to in Taiwan 
i 22 force state-owned companies to be- 


Singapore's ruling People’s’ Action r more efficient and account- 
Party considers the biggest change in | 3°'° 

the electoral system since indepen- | Pages 74-79 
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uino executive secretary 
Ae ararua aac a 


-President . Corazon Aquino's 
executive secretary. Joker, Ar- 
. Foyo has tendered his resigna- 
tion, ending months of specula-, 
_ tion. Reliable sources said Ar- 
royo, a noted. defence. law- 
er. for political detainees” 
during the regime of ousted 
resident Ferdinand Marcos, 
‘Signed a resignation.. letter 
‘dated 28 February. which 
Aquino is understood to have 
accepted. In a 12 March report 
leaked to the press, Finance 
“Minister Jaime Ongpin told 
quino that “important imple- 
“menting issuances have been 
delayed at the Office of the 
ésident for as much as 149 
ys... this has resulted in 














































‘to finance land reform; in-early 
‘March, Arroyo hadp 
Aquino to agree to fina 
reforms through sales of non- 
performing government assets 
(Review, 12 Mar.). 

: ~~ James Clad - 


Malaysian communists 
defect to Thai army ¢ 
n the first mass defection from 
a nearly 40-year-old insurgency 
movement along the Thai-Ma- 
laysian border, 89 members of 
he outlawed Communist Party | 
‘of Malaya (CPM) surrendered 
to the 4th Army Region in 
south Thailand on 13 March. 
: The defectors, who turned 
over some 210 pieces of 
firearms, were from the CPM’s 
8th Regiment, formerly active 
pin the Na Thawi and Sadao dis- 
tricts of Songkhla province 
fear the Malaysian border. 
‘The defection is the outcome of 
a stepped-up campaign by the 
4th Army to end this chronic 
security nuisance (REVIEW, 12 
Feb.). : Mak 
= Paisal Sricharatchanya 


PNG seeks membership 


























































Papua 
Guinea’s. (PNG) request to 
join the regional grouping, In- 
donesian Foreign Minister 
ochtar Kusumaatmadja said 
on 14 March. The request was 
broached by PNG Foreign 












i| ing a brief meeting in Jakarta 


with Indonesian President 
Suharto. When asked whether 
PNG’s request will be taken up 
at the Asean summit in Manila 
this year, Mochtar said: “We'll 
see.” Acceptance of PNG 
‘would expand Asean to a 

grouping of seven nations. 
Diro, arrived on 12 March 
for talks and to sign the instru- 
ments for the treaty of mutual 
respect, friendship and coope- 
ration, an umbrella document 
covering various aspects of the 
two-neighbours’ difficult rela- 
tions, including the problem of 
border crossers who so far have 
numbered more than 10,000. 
Nearly 1,300 had been repa- 
triated to the Indonesian terri- 
tory of Irian Jaya as of Feb- 

ruary, a PNG official said. 
: Shim Jae Hoon 


Flosse resigns as French 
's 


| French Polynesia’s 41-seat ter- 
ritorial assembly elected Jac-: 


ques Teuira, 53, to succeed 





decision to seek foreign Joans |. 


‘dency after several weeks of 


‘the post of France's secretary 









Minister Edward R. Diro dur- 








Gaston Flosse as territorial 
president on 12 February by 23 


votes and with 11 abstentions. 
|- Teuira; a long-time Flosse as- 


sociate, assumed the presi- 








the worst industrial and politi- 
cal unrest known in Tahiti for 
years and amid growing oppo- 
sition allegations of corruption 
involving the Flosse govern- 
ment. 

Flosse resigned on 7 Feb- 
ruary, stating he could not 
adequately lead the local gov- 
ernment because of his fre- 
quent absences from Tahiti 
since he took up in March 1986 


of state for the Pacific. The po- 
sition was created by the right- 
wing government of Jacques 
Chirac to help woo Pacific 
states alienated by France’s nu- 
clear testing and its policies in 





| BUSINESS 


Singapore mulls state 
divestment: me 
Singapore’s official Public-Sec- 


recommended the public: sale 
of $$2.88 billion (US$1.34:bil- 
lion) worth of shares. in -41 


over the next 10-years. It also 
suggested that the government 
should study the question of di- 
vesting a 25% share in each of 
four ‘statutory boards with an 
estimated sale value of $$3.03 
billion. Minister of Finance 
Richard Hu said that the gov- 
ernment accepted the report in 
principle, but added that the 
method and timing of divest- 
ment might differ from what is 
recommended. Be 
-Nigel Holloway 


China closes second round 
of offshore oll bidding _ 





on 11 March, with eight. con- 


tracts and three agreements: 
signed. So far, only one well | 
| drilled under second-round. 


contracts, by a group of Jap: 
ese companies in an area soul 
east of Shenzhen, has pro- 
duced results. A test of the 
Lufeng 13-1-1 well produced 
6,770 barrels a day. 

A spokesman for China Na- 
tional Offshore Oil Corp. said 
it was prepared to discuss and 
negotiate new proposals from 
foreign companies before a 
new round of bidding is an- 
nounced, : — Elizabeth Cheng 


Japan's economy grows 
by 2.5% in 1986 
Japan’s economy grew by 2.5% 
in real terms during 1986, the 
slowest growth in 12 years, 
with a decline in net exports 
offsetting modest expansion of 
the domestic economy, In the 
final quarter of the year, how- 
ever, the external sector began 
to recover, thanks to a sharp 
fall in imports which more than 
offset declining export, earn- 
ings. : ia 
Real gross national pro- 
duct growth in the fourth quar- 
ter alone amounted to 0.8% 
with net exports contributing 
0.2% and the remainder ‘com- 
ing from domestic demand; 
The 1986 figures mean that the“ 
governments 3% growth 


target for the fiscal year (end- 





New Caledonia (REview, 25 
Dec.’86). — Robert Keith-Reid 


tor Divestment Committee has} 


government-linked companies: 


“Taiwan sets record 
budget for 1987-88 

On 16 March Taiwan’s Execu- 
tive Yuan submitted a record 
NT$480 billion (US$13.87 bil- 
dion) budget for fiscal 1987-88 
(starting July). The budget re- 
presents an 11% increase over 
the current year. The largest 
expenditure item was defence 
cand foreign affairs, which took 
37%, ofr NTs176 billion. This 
represented a slight’ propor- 
tional decrease.from the cur- 
rent budget. Social welfare got 
18% of all government spend- 
ing, while economic develop- 
ment and transportation took 
17%. Spending for environ- 
mental protection got the 
biggest boost, up 170%. 

~~ Carl Goldst 


Du Pont bows to pressure 


Bowing to strong opposition 





China closed the second round — 
of bidding by foreign firms for. 
offshore oil exploration rights, | 












ing 31 March) has become un- 
attainable. 






~~ Charles Smith | 


from local residents, Du Pont 
Taiwan announced. on 12 
March it would cancel plans to 
build a  US$160 million 
titanium dioxide plant in the 
central Taiwan town of 
-Lukang. General manager 
“PN. Costello said: his. com- 
pany still hoped to build the 


‘| plant in Taiwan, but had not 
.| yet decided where. Du Pont’s 


original plans became the focus 
of public protests last year over 
fears that pollution from the 
project could harm the area’s 
fish and shrimp nurseries and 
tourism industry (REVIEW, 7 
Aug. ’86). The factory would 
entail the single-largest foreign 
investmentin Taiwan to date. 

— Carl Goldsteir - 


New rubber pact = = 
reached in Geneva 

Rubber producing and con- 
suming countries finally 
stitched up the outlines of a 


“new five-year price stabilisa- 


tion pact, successor to the 1979 
International Natural Rubber 
Agreement which expires in 
October. At the UN-spon- 
sored talks in Geneva in mid- 
March, producers had to settle 
largely on consumers’ terms of 
a high degree of price flexibility 
in response to shifting market 
conditions. There will be more 
frequent price reviews and far 


‘preater automatic adjustment 


of the buffer stock manager’s 
reference price to market price 
changes. Fear of what would 
happen to prices:if the 360,000- 
tonne buffer stock had to be sold 
offafter October weighed heav- 
ilyon the minds of producers. 
=~ Frances Williams 
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| BUYING BRITISH 
Deliveries to South Korea of British- 
made Javelin surface-to-air missiles 
are now under way, marking the first 

„time the South Korean army has 
looked anywhere:apart from the US 
for anti-aircraft weaponry. The 


Javelins are a command line-of-sight 


weapon, different from the US- _ 
“supplied Stingers already in the South 
Korean arsenal whose fire-and-forget - 
ystem allows for no margin of error 
n target identification. 


NERVOUS PUNTERS 


In betting-mad Manila, addicts of 
cock-fighting, jueteng (a numbers 
masiao (gambling based on 
te alai co and other games are 
sly for government 
quietly prepared report 
| by ralia’s Totaliser Agency 
Board (TAB), which runs 


_| horse-race bookmaking in that 


country. The TAB has studied ways 
tract more government revenue 
: se pastimes — which 
t ditional have become cash-cows 
i nal 


eng bilesions alone at 
io (US$55 million) 


x George Shultz, will 
ngton’s next 
“ambassador to t e Philippines. The © 
“current envoy, Stephen Bosworth, 
T hopes to compiute his assignment by 





the end of April or early May, 
assuming Platt wins quick approval 
from the US Senate. Platt is a career 
foreign-service officer and th 

likely to be replaced after the change. 


‘of the US administration in 1988. An 


uninterrupted tenure for the new 
ambassador will provide continuity to 


negotiations to extend the military 


bases agreement between the 
Philippines and the US, the 25-year 
term of which expires in 1991. The US 
hopes newly appointed Foreign 
Affairs Undersecretary Gen. 

Manuel Yanwill assume acentral role 
in the complicated talks. 


NO RESISTANCE 


The current Thai 
army operation 
against Golden 
Triangle drugs 
kingpin Khun Sa 
at Doi Larng on 
the Thai-Burmese 
border is in 

ntrast to the 

ched battle the 





before drivin: 
Khun Sa out of his former stronghold 
at Ban Hin Taek nearly five years 
ago. Backed by artillery and 
contingency air support, the Thai 
forces put up an impressive show 
of firepower before capturin 
numerous hilltop positions o! Khun 
Sa’s Shan United Army (SUA). . 
There was no resistance from the 


. SUA men and not a single shot was 


fired. 





COMPATIBILITY CALL 

The New Zealand Government is 
urging Malaysia and Indonesia to 
follow its example i in upgrading the 
capabilities of its McDonnell-Douglas: 
Ad fighters, The New Zealanders are 
carrying out what they feel is a bighly = 
successful: programme to modify their 
A4 strike aircraft, and they feel that 
the Malaysians and Indonesians could _ 
do the same with.their A4 squadrons. at 
Singapore is already carrying outa 
similar programme. to upgrade its 
Ads. Apart from a desire for 
compatibility in air defence i in othe 
Asia-Pacific regi 

thought to be an 

militarily helpful to’ 

friends who may b 


a result of its rontaas iy 


DIPLOMATIC DILEMMA 


how to cope 

activities that go i 

farewell reception for Wing ‘ 

for example, was held at the home of 
obliging New Zealand Ambassador. = 
David Holborow. 
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“| AFGHANISTAN 

a Afghan guerillas fired 288 rockets at Kan- 

“|; dahar airport southeast of Afghanistan, hit- 
~ ting several aircraft as well as a fuel depot, it 

was reported (12 Mar.). ee 


BURMA 


_ some 300 government troops occupied ; a 


village near the Thai border to block opium 
j-ewarlord Khun Sa’s forces. ea a That sup- 
pression drive, it was reported (16 Mar.). 


_| HONGKONG 


‘A controversial Public Order (Amend- 
ment) Billwas passed after a marathon eight- 
Maye in the Legislative Council (77 

Mar 


INDIA 


Tibetan women clashed with. police in. 


a New Delhi during a protest marking the 28th 
| cahniversary of an uprising against Tibet's 


-Chinese rulers (/2 Mar.}. Opposition mem- | 


bers stormed out of parliament as a simmer- 
ten Prime Minister Raj 


| lationship U3 | 





dhi and President Zail Singh burst into the 
open. Detectives’ raided a newspaper 
owner's house after his daily published a let- 
ter’ it said was written by Singh, accusing 
Gandhi of lying to. parliament about their re- 
‘ar.). An: express train 
plunged into a river killing at least 60 people 
and injuring 200 after suspected Tamil mili- 
tants, blew up a railway track in southern 
India: A moderate Sikh politician and a 
Hindu priest were slain by Sikh militants in 
separate incidents in Punjab, the United 
News of India said (75 Mar.). Police de- 
tained two. men’ in connection with the rail- 
way blast (J16 Mar.). Suspected Sikh €x- 
tremists killed a rightwing Hindu politician 
in Punjab, it was reported (17 Mar. ). 


MALAYSIA 


hmud announced that the state’s legisla- 
way or eth would be dissolved to pave the 
elections (H Mar. y- Taib ap- 
è listers to his: cabinet 





President Corazon Aguia antou 
that the executive sorratäty, ont 


g : 
North Korcan counterpart te improve i 
tions between the two countries (77 Mor Y 


THAILAND 
“An éxplosive device was hurled. at 
home of-opposition leader S k Su 
{12 Mar. Uhe remmants ola 
outlawed Communist Part 
given up their iruggie 4 
Thai authorities, poli 
sources said (75 Mar. ae 


VIETNAM 
iet For ign Minist ter Eduard Shevard= 
nadze art ed (1: 





























y Emily Lau in Hongkong’ 
H ongkong journalists are to appeal to 
A ithe British queen to “disallow” a re- 
cently passed law whichis regarded by 
any concerned groups as a potentially 
serious threat not only to press freedom 
but to freedom of speech, On 11 March, 
the government-dominated Legislative 
Council (Legco) passed into law the 
Public Order (Amendment) Bill mak- 
ing it an offence for any person to pub- 
lish false news “likely to cause alarm to 
the public.” Anyone found guilty is li- 
| able to a fine of HK$100,000 and two 
i years imprisonment, ._ . 
The queen has “full: power and au- 
thority to-disallo obviously on the 
advice of the. British Government — 
ny law passed in Hongkong until 1997. 
‘This is such a rare procedure that the. 

st example of the power being used 
as in 1913 when the Sugar Convention 
Ordinance was overturned. There is no 
other recourse once a law is enacted, 
































































apart from asking Legco to repeal or 
amend the law, and since it turned a 
deaf ear to all appeals before the vote, 
there is no reason to assume it will 
change its mind now. i 

The Hongkong Journalists Associa- 
tion (HKJA), in am unprecedented 
© move in the territory’s history, has de- 
_ cided to take the case to London and ask 
the queen to disallow the ordinance. 








a a Jouralists to protest to London over new publishing law 


_ Alarming the press 


Simultaneously, the Foreign Corres- 
pondents Club (FCC) said it would peti- 
tion governor-designate Sir David Wil- 
son ‘to’ consider repealing the law. Wil- 
son will arrive in Hongkong in April; 
The FCC is also seeking an appointment 
with the British Foreign Secretary Sit 
Geoffrey Howe to protest against the 
law. The Hongkong News Executives 
Association also supported the HKJA. 

The passage of the bill was greeted 
with anger and uncharacteristic unity by 
the foreign and local, press, which’ de- 
nounced the high-handedness of the 
government, One Chinese newspaper 
ran a blank editorial space, containing 
only the statement: “The freedom of the 
press is dead.” Others accused the gov- 
ernment of setting a bad example for the 
future special administrative region 
which comes into existence when Bri- 
tain returns Hongkong to Chinese 
sovereignty in 1997, 

Chief Secretary David Ford told 
Legco the “false news” provision was 
necessary “to gt teri the community 
from false news which is likely to alarm 
public opinion or disturb public order . . . 
The community is entitled to protec- 
tion from irresponsible reports which 
have serious consequences for the sta- 
bility of this territory. If itis ever used, it 
will be used sparingly, and with particu- 














lar care. It is a measure of last resort.” 

The passage. of the bill amid what a 
government official described as “uni- 
versal condemnation” was seen by some 
people as an attempt to please Peking, a 
suspicion Ford indignantly denied. He 
said the real fear of journalists was 
that a future government could use the 
bill in a repressive and authoritarian 
way but added that, if a future govern- 
ment was determined to restrict press 
freedom the absence or presence of this 
law would not inhibit it. 


put pres-.. 

ongkong Government. He | 

at since Xinhua never pub- 

lishes false news, it would not be af- 
fected by the law. _ 

However, a p from the govern- 


st Legco members, the 








le who appear to support the 
bill are: the communists. The deputy 
editor of the local communist organ Ta 
Kung Pao, Tsang Tak-shing, said he 
was in favour of having a law against the 
ponies of false news which might 
ead to public disorder. 
The idea of an “understanding” be- 
tween the communists and the colonial 








ong in search of more liberal 
«more, the passage obj 
age under which the Hongkong 

ve powers enabling it to pun 
_anything judged subversive, to 
their import, to refuse or to ca 


h 








ese are sweeping powers whi 


i publishing pastures. Further- 
ected to was part of a legislative pack- 
vermment gave up oppres- 
who print or publish 
oréss newspapers, to ban — 
eir registration, to seize 
iting presses and to destroy objectionable material. 
few governments have 


willingly forfeited. 

nalists of Hongkong 
ality, 
the protection of the 


legislation providing 






para- 
oulda 





local newspapers. 


foreign press, nor to 


could be proved, mal 







alarmed, deleted the 


thing) and went on 
(wh 
bent on any defenda 





reveal his or her sour 





Why did not the featherbedded jour- 
instead very 


One reason was the 
torney-General Michael Thomas to draft 


Another was that the Hongkong Government was itself 
maliciously publishing false news — in other words, it was 
lying in its teeth. Ford, and those who voted for the new mea- 
sure, claimed that both the 
several months in which to discuss the draft legislation. This 
was not so. The original bill promised punishment only to 
In other,words, it did not apply to the 


to the public at large. 

A matter of days before this draft was read into the law, 
last-minute amendments empowering the authorities to act if 
a mere “section of the public” 
widening the Ordinance to cover anyone who published any- 
ich sounds wonderful but 
which in-effect means th 


liberalising gesture was, bec 


and 


unite in happy recognition of such liber- 

to run whining to London to petition - 
previous frustrated attempts by At- 
vaguely-worded. 
wide powers to control the press. 


public and the press had enjoyed 


Hongkong-based non-print media, nor 
It also stated that, unless the contrary 
ice would be presumed. 





were deemed likely to be 
reference to “local newspapers” (thus 


to abolish the presumption of malice 
which, in fact, made it incum-. 
nt fo pro 1e truth of any report — 
any journalist must be prepared to 

Vhat was naively intended tobea 







































_governmemt has been forecast by some | 
political commentators, drawing an 
-- example from Britain’s withdrawal 
_ © from other colonies. Almost invariably, 
the British have allied themselves with 
© the future rulers to suppress local dis- 
sent, and in many cases independent 
© governments have retained British- 
. drafted laws on detention without trial 
and emergency powers. One Hongkong 
Government official said off the record 
he hoped the episode, if nothing else, 
` would. demonstrate to China how the 
_ Hongkong people mistrust it. 

v> The timing of the controversy was 
unfortunate for the Hongkong au- 
“thorities as it coincided with China’s 
campaign against bourgeois liberalisa- 
“tion, in which Chinese journalists and 
intellectuals were. purged and several 
publications closed: down. 




















“che passage of the controversial law 
_ followed last-minute intense lobby- 
and a concerted outcry from journal- 
ists, publishers, lawyers, professionals, 
politicians, students, religious and com- 
; munity groups for the government at 
least to defer the second and third read- 
| ings of the bill to allow more time for 
: further consultation on the final amend- 
| ments, revealed a mere six days before 
{>the vote. But the secretary for adminis- 
‘| trative services and information, James 
` So; rejected such appeals, saying the 
government decided it was in the public 
interest to have “an open debate” in 
« Legco — which has 32 government-ap- 
ointed and 24 indirectly elected mem- 
ers and has never voted down a gov- 
ernment motion. 
During. the marathon eight-hour 
Legeo debate, at least 11 members 
spoke against the bill, most of whom 

















































































translated into a law which cut at the heart of the media, of in- 
stigative reporting and of Hongkong’s local publications 
d printing industries. 

To give a couple of concrete examples: if the REVIEW 
published an article stating that Peking was pressurising Lon- 
don to deny Hongkong direct elections, or another reporting 
that Deng Xiaoping was terminally ill, Hongkong officials of 
the greatest goodwill might deem them likely to cause public 
alarm and, with the best possible intentions, incarcerate the 
offenders (unless they could produce their sources in court). 


M ore to the point, if the REVIEW should report that a local 

bank is facing difficulties due to dubious management 
practice (as it has done on severaboccasions) and if the Hong- 
kong Government should decide to insist (even though it 

' knew its assurances were false) that the bank was healthy (as 
it has), it would be of cold comfort to those languishing in jail 
to have it subsequently acknowledged that their original re- 
ports had been true (which has also happened). 

Of course; despite the obvious desire of certain appointed 
Legislative councillors to “make the press behave,” we know 
that the Hongkong Government does not mean to abuse its 

© powers (just as it has not abused those it wielded in the past). 
Nonetheless, its readiness to misrepresent both the amount 
- of time for public debate and the widening and deepening of 
the law incurred by the last-minute, amateurishly drafted 








scribing as the democratic process (as did the speeches of cer- 


~ tain appointed Legislative councillors, who are chiefly res 
~markable for their unrepresentative status and the political | 


o Nobody would dispute that journalists (who in Hongkong 





amendments called in question what Ford insisted on de~ 
1| legislative process. 









U-tarns they have performed over the last two years). 
Nor is Ford convincing in his daim that China is not be 
hind the move to acquire such powers in the light of aub- 
sequent revelations by journalist Frank Ching in the Asian 
Wall Street Journal that the government has for years Deen 
illegally censoring films in order to avoid irritating Peking. 









tend — like most of those in the rést of the region — to be 
underpaid, poorly trained and badly managed) need a degree 
of control and a break on their bent for irresponsibility. 1 may 
be that Hongkong’s unique circumstances demani some 
extra sanctions against purveyors of doom in addition to the 
laws punishing libel, defamation, objectionable publications 
and those designed to preserve public order. But such sane- 
tions need more careful drafting than the present attorney- 
general and his large staff would seem capable of supplying: 

The Hongkong Government has a splendid record of 
guaranteeing personal freedoms and probably does not de 
serve the chorus of suspicion which has greeted what it 
naively hoped would be a liberalising package repealing 
-many of its powers over the press. Most of the suspicion, as 
Ford rightly argued, was directed not at its record bul of the 
use which those who inherit its powers could make of them, H 
has been the victim not only of inadequate drafting but af its 
own stubborn determination to rush such a draft through the 










































ing in a Legco. debate on the Sino-Bri- 
‘tish Joint Declaration on the future ‘of 
Hongkong in September 1984. 

< Besides facing public denunciation, 
the government also faced a minor re- 
volt with more than 40 government law- 
yers from the Registrar General’s office 
and assistant registrars from the Official 
Receiver’s Office calling on the admin- 
istration to defer the bill. Even the di- 
rector of the government-owned Radio 
Television Hongkong, Cheung Man- 
ee, declared her support for the sta- 
ion’s employees’ opposition to the law. 
Ironically, the amendment to the law 
Started as a government move last De- 
cember drastically to amend and liberalise 
the Control of Publications Consolida: 
ion Ordinance, enacted in 1951-to deal 
with possible infiltration of the local 
press by the Chinese communists who had 
come to power in China in 1949. Under 
_ the law, it was an offence toprint or pub- 
lish anything of a subversive nature. 













































nent to suppre p: iP t 
the importation of publications, refuse 
or suspend newspaper and newsagen- 
cies’ registration, seize printing presses, 
search, seize, forfeit and dispose of arti- 


speles used to contravene the ordinance, 
ned from vot- 


and to refuse or cancel the licences of 
distributors. i 

The ordinance was only invoked 
once -during the communist-inspired 
riots of 1967 when three pro-communist 
newspapers were suspended for six 
months following the conviction of their 
publishers, printers and editors on sedi- 
tion charges. Last December, the gov- 
ernment proposed to repeal all the re- 
pressive provisions and transfer the sec- 
tion on “malicious publications” to. the 
Public Order Ordinance. 

After several weeks of consultation 
through a Legco ad-hoc group, the gov- 
ernment decided to delete the reference 
to “malicious” publication of false news 
in a local newspaper, and widen the 
scope to cover “any person who pub- 
lishes false news which is likely to cause 
alarm to the public or a section thereof 
or disturb public order shall be guilty 
of an offence . . .” As a defence, 
any one accused can attempt to show 





that there were reasonable grounds 








By Philip Bowring in Hongkong 


th: was true. 
a re-drafting, the law now 
| applies not only to’the press but to the 
general. public, and by removing the ele- 
ment of malice, the law now involves a 
definition of what is “false news.” The 
example of Watergate has been re- 
peatedly mentioned by critics as an 
example of something which could be 
branded as “false news” which could 
later turn-out to be true. 

The widening of the ambit to cover 
“any person” also has caused concern 
that freedom of expression could be 
threatened. There was also fear the law 
will encourage more self-censorship on 
the part of a nervous press. Any defence 
would involve the revealing of sources 
of information — prohibited by the 
journalistic code of ethics and destruc- 
tive of confidence on the part of infor- 
mants. 

Observers described the govern: 
ment’s determination to rush the t 
through despite vociferous oppositi 
asa reaction to accusations.of being a 
“lame-duck administration.” Officials 
appear unaware or unwilling to admit 
that the “lame-duck” gibe has been used 
most: often in. criticising the govern- 


ment’s Pee weakness on issues in- 











volving China. i fa] 











Te Public Order Ordinance ap- 
pears to be not the only way 
‘that the Hongkong authorities 
ve of making their influence 
elt by the press. Only two days 
after the passage of the bill, the 
South China Morning Post went 
rough the costly exercise of- 
hredding all 120,000 copies of 
the print run of its 20-page Satur- 
day Review. Late on 13 March, a 
truncated version of the section 
was hastily reprinted. 

„Missing was the main feature 
Story entitled “Rough Justice” 
about the effort of a former. au- 
xiliary. police inspector, Yacub 
Khan, to clear his name following 





























rapped i 








dismissal from the force in 1978, ~~ 
The blurb at the beginning. said the 
story posed “disturbing questions about 
the conduct- of, many ina position of 

rity. during. this. period.” The. 
story, by a senior writer, John Beasant, 
tended. to support the. contention, that 
Khan had been unjustly: treated, per- 
_ haps in. part because of his effort to. 
initiate a clean-up of loan shark. rac- 
keteering. It also suggested that Khan 
continued to be subject to police harass- 














impression of having been an editorial 


the authorities rather than being nec- 












shredding of the newspaper fol- - 
wed last-minute intervention by the 








police, through lawyers. The police and 
Government House had been supplied 
with advance copies of the article. 

The story subsequently appeared on 
Monday 16 March. The changes from | 
the shredded. version were small but- 
significant. They gave the few, mostly | 
Post staffers, who saw both editions. the 





decision following pressure — from 


essitated by inaccuracies or fear of 
ntempt of court. The. original bhad 





and 





been cleared for publication by lawyers 


from the firm Wilkinson and Grist. 

In the new version, out went the 
original headline to be replaced with the 
innocuous “The Yacub Khan Case.” 
Out too went the introductory blurb, 
and one critical reference to Khan’s 
treatment by the police. And, most 
significant, out went a photograph 
and part of a reference to now deputy 
commissioner for police, Eric Black- 
burn. 

Following his dismissal in 1978, 
Khan had sued for wrongful dismissal. 
Subsequently, the Crown had admitte? 
that “we have made allegations whic 
are. factually inaccurate, which. coul 
not be.sustained. by proof, nor indeed 
would one try.to prove.” Later it admit- 
ted that neither the letter dismissing. 
Khan, nor the contents of a written sub- 
mission from Blackburn were “in issue 
any longer.” , 

These facts were all in the story as 
published by the Post. What. was de- 
leted was a reference to the contents of 
the Blackburn submission — “that he 
made several ree against Khan 
and recommended his dismissal.” This 
was a factual statement backed, inter 
alia, by a High Court judgment in 1985, 
which referred. to a- statement by 
Blackburn that “I recommend that he, 
Mr Khan, be- dismissed. by: His. Excel- 
lency the Governor ... . as being in the 
public interest.” In.other words, the 
now deputy commissioner of police had 
been involved in -allegations against 
Khan. which. led .to-his. dismissal but 
which the Crown was subsequently un- 
willing to attempt to justify. o 
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FINANCE, THERE'S 
ONE BANK THAT 
SEES BOTH SIDES OF 
THE PICTURE. 


Standard Chartered Bank has a 
network of offices which spans over 
sixty countries around the world. 

Which is why, in trade finance, 
you'll find few banks better placed to 
help you at both ends of the transaction. 

But we have much more to offer 
than the breadth of our network. 

Just as important is the depth of 
our experience. 

With experts in fields which range 
from international financial instru- 
ments to local financial conditions, we 
can help you identify the real oppor- 
tunities while avoiding even the less 
obvious pitfalls. 

Consider also that all Standard 
Chartered offices share sophisticated 
and comprehensive telecommunica- 
tions systems, and you'll see immediate 
benefits in terms of speed — both in 
decision-making and in cash trans- 
mission. 

In short, a service which starts 
with the right advice and ends with 
the right contract. 

So when you're next moving into 
anew market, or expanding further 
into an existing one, take the broader 
view. 

Talk to us, and get the complete 
picture. 


Standard % Chartered 
STRENGTH IN DEPTH ACROSS THE WORLD. Ẹ 


TANDARD CHARTERED BANK HEAD OFFICE 38 BISHOPSGATE, LONDON EC2N 4DE 








Wiis: our prime objective is always to help our passengers arrive in better shape, we appreciate that 


there are some equally important people waiting at the end of your journey. That’s why we’re continuing to develop 


and increase the number of our popular long-haul, non-stop flights. And inside Asia maintain our comprehensive 




























































































network and convenient schedules. Our pilots are picked from the best the world has to offer. And our cabin 


attendants, chosen from ten Asian lands, take pride in making your journey as relaxed as possible. So you can be 





good company as soon as you get off the plane, rather than recovering just in time for your next trip. 








Arrive in better shape aera 
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¥ acific Place is one of the single headquarters of many of the 
a largest building projects ever HONG KONG world's leading corporations. W 
ke, undertaken by private enterprise in Hong Kong. feet on a 6V2 acre site. W Pacific Place is tulya For more details of the office and commercial 
A E It will comprise 2 office towers, 3 major hotels, self-contained city at the heart of Hong Kong, space at Pacific Place, contact the sole 


t 250 residential apartments, 140 service units, car yet offering a uniquely balanced environment. leasing agents, Jones Lang Wootton. 
g parking, and the largest shopping centre in the W Phase | is due for completion in 1988, and is 


a Central Business District — a total of 5 millon square already destined to become the Hong Kong PACIFIC PLACE 


Sole leasing agents 
QBS Jones Lang Wootton Hong Kong Telephone: 5.217171 





Developers. 
bid Swire Properties Limited. 
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| Shevardnadze told the Lao press. 





e subtlest hint 


| Asean wonders if Moscow is pressuring Hanoi 


| By Murray Hiebert in Bangkok 
viet. foreign Minister 
hevardnadze made it clear during 


| his recent visit to Indochina that Mos- ; 
not force Vietnam to settle the- 


l cov 
Cambodia ‘conflict, but some analysts 


believe his willingness to discuss Cam- | 
vith countries sharply opposed to | 
tnam’s occupation of its neighbour is. 


-bodia wi 
Vv 


ignal to Hanoi to try to resolve the’: 


hostilities. 
“Although we have a certain means 
settlement, we will not allow our- 
ves to. force any democratic state to 


PAS “accept it,” Shevardnadze said in an in- 


terview in Laos broadcast by Vientiane 


Radio on 12 March. He was responding ` 


to the great expectations he had faced in 
‘Thailand, Australia and Indonesia, 
~ which he visited before arriving in Laos, 


cabout new Soviet proposals for ending : 


the eight-year Cambodia conflict. 
“We have stressed everywhere that 
the solution to the Cambodian problem 
|..is the affair of the Cambodian. people 
|} themselves,” Shevardnadze said, refer- 
ring to an. earlier proposal by the In- 
dochinese foreign ministers suggesting 
+ talks between the Vietnamese-backed 
| Heng Samrin government in Phnom 
‘Penh and the opposing three factions 
“grouped in the Coalition Government 
of Democratic Kampuchea. “In Cam- 
-t Bodia, there is a legitimate government 
“lowhich has gained support,” 


“During his visit to Hanoi, the first 
ever. by a Soviet foreign minister, 
Shevardnadze endorsed a Vietnamese 
proposal for talks with China’ and 
Asean. “Vietnam, Laos and Cambodia 
are planning to hold dialogues with 
China and the Asean countries . . . to 
teach a political solution to the Cambo- 


fi issue and turn Southeast Asia into 


Eduard | 





a zone of peace, stability and friendly 
cooperation,” Vietnamese Foreign 


Minister Nguyen Co: Thach announced 


at.a dinner for his Soviet guest in Hanoi 


on. 11 March. 


< Vietnam. has provided no other de- 


tails about Thach’s latest offer for talks. 


Visitors who have met him since his pro- 
posal say he simply repeated Hanoi's 
earlier. statement. that Vietnam will 
withdraw its troops from Cambodia by 
1990: and said a solution to the Cam- 
bodia conflict is up to the various Cam- 
bodian factions. 

Thai officials report that they have 
not been approached by Vietnam to dis- 
cuss Cambodia; but they say Bangkok 
will reject Hanoi’s latest proposal for 
talks because they include Phnom Penh, 
implying indirect recognition for the 
Vietnamese-backed government. In- 
donesian Foreign Minister Mochtar 
Kusumaatmadja welcomed the propo- 
sal, but said itignored “the real question 
at hand, which is the willingness of Viet- 
nam to discuss the Cambodia problem 
with the leaders of Cambodia.” 


hina, which says that Vietnam’s.oc- 
rcupation of Cambodia is an obstacle 
blocking its normal relations with both 
Moscow and Hanoi, did not respond 
publicly to Hanoi’s offer, but repeated 
its support for an eight-point peace plan 
proposed a year ago by the anti-Viet- 
namese Cambodian coalition. 
A joint Vietnam-Soeviet com- 
munique at the end of Shevardnadze’s 
visit to Hanoi on 13 March repeated the 


ia will speed up 
the purification of the atmoap i 
Southeast Asia. The Soviet Uni 

that the basis of such a political solution, 
has been put forth” in earlier Tr 
cee proposals, the communique 
said. 

Diplomats here believe that 
Shevardnadze’s endorsement of a Vie 
namese proposal, which had alread 
been floated and rejected before, de 
onstrated that Moscow would not usei 
massive aid ~~ estimated by the Soviets 
at more than US$11 billion from 1986 
90 — and political clout to force V 


| nam to come up with a new proposal to 


resolve the Cambodia conflict. Al 
though Moscow’s support for Vietname 
occupation of Cambodia hinders So 
attempts to improve its t 
China and Asean, the S 

does not appear willing to jeopard! 
access to Vietnamese military 





Cam Ranh and Danang. oe 

A senior US official recenti 
journalists in Bangkok that Camb 
was one of the major issues discu : 
China and the US during US Secretary 
of State George Shultz’ visit to Peking. 
“Neither of us saw an indication that the 
Vietnamese are prepared to chang 
their policies, nor did we see any: 
mediate evidence that the Soviet U 
was prepared to be helpful in resolving 
the issue,” Stapleton Roy, deputy as- 
sistant secretary of state for East / 
and Pacific affairs, said. Roy th 
the Soviet official was “fishing” in’ 
land, Australia and Indonesia for: 
sibilities that he would ‘discus 
Hanoi.” 

But some dnalysts belleve 
Shevardnadze’s readiness to discuss 
Cambodia with Vietnam's Asean op 
nents, Thailand and Indonesia, marke: 
a slight shift in Soviet policy and mus 
make Hanoi uncomfortable. Soviet 





negotiators had talked about Cambo 
dia with’ Chinese diplomats. for U 
first time last October. Some o 
vers see the Soviet minist 
in Thailand before going to Vietnam a 
an indirect signal to Hanoiio be more 
flexible in finding a solution for Came- 
bodia. Further Soviet. talks with Thab 
land are planned for May when Foreign 
Minister Siddhi Savetsila isscheduled to 
visit Moscow. 
Shevardnadze’s visit to Vientiane, — 
Phnom Penh and Hanoi focused on a 
broad range of bilateral, regional an 
global issues beyond the Canibodia im 
passe. The communique released i 
Hanoi at the end of Shevardnadze’s 
said the two sides had agreed on 
need to “enhance the effective 
Vietnamese-Soviet. cooperation.” 


call for talks. “The two sides firmly be- | 
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AT 


the growing des 
funding large shows 
| nam. 















By Susumu Awanoharain Hongkong. 


oviet Foreign Minister Eduard 
'Shevardnadze’s récent tour of six 
Asia-Pacific countries was yet another 
-sign of Moscow’s. determination. to be- 













gion with a political and economic — as 
well as its existing military — presence. 
Whether they like it or not, non-com- 
-tmunist countries of the region will have 
to adjust to the Soviets’ inexorable ad- 
vance, most clearly heralded in Vla- 
divostok last July by Soviet leader 
Mikhail Gorbachov. 

Shevardnadze made. no promises.on 
“Cambodia. But he also did not opt for 





























































others by, for example, directly criticis- 
cing US strategy, warning of a Chinese 
threat or exploiting the differences 
among Anzus alliance members,. as 
me Western analysts had predicted he 
ight do. 

In Jakarta, Shevardnadze resisted 
he temptation to draw out the view, 
held by some among the local leader- 
ship and appearing anew in newspaper 
éditorials, that Cambodia is a “de facto 
situation” and that an Indochina domi- 
nated by a strong Vietnam is not a bad 
thing for Indonesia, given the greater 
Chinese threat. 

Instead, in Thailand, Australia and 
Indonesia, Shevardnadze tried to pro- 
ject an image of the Soviet Union as a 
status quo power, respecting and.deal- 
ing with the “bourgeois” regimes that 
exist. 
< <The Soviet foreign minister dis- 
armed his hosts with his openness, 
freely admitting that Moscow’s peace 
ffensive —- advocating nuclear non- 
proliferation, reduction of conventional 
‘weapons and naval activities, settle- 
ment of regional conflicts and. discus- 
sion of confidence-building measures — 
was at least in part an attempt to reduce + 

xternal pressures so it can concentrate 
efforts. on difficult domestic reforms. 
objected to the view that Moscow 
jas “penetrating” the region; it is natur- 
lly a member of the Asia-Pacific com- 
unity, he stressed. 
Shevardnadze sold hard Gor- 
achov’s cause of integrating the Asia- 
Pacific region into the global process of 
establishing a “comprehensive system 
of international security.” Apparently 
fine-tuning Gorbachovy’s Vladivostok 
call for a regional security arrangement 
which is particularly unpopular. in 
Japan — Shevardnadze suggested the 
arrangement does not .have to copy 
échanically the Helsinki Accord 
‘reached at the 1975 Conference. on 
Security and Cooperation in Europe. 
Regional countries can. work out an 








Shevardnadze’s visit reflects Moscow’s emphasis on Asia 





come a major, legitimate actor in there- 


not only from Helsinki but also from the 
principles of peaceful coexistence estab- 
lished in Bandung in 1955, the princi- 
ples of non-alignment and the Delhi 
Declaration, issued by. Gorbachov and 
Indian Prime Minister Rajiv Gandhi 
last November and calling for an inter- 
national convention. against” nuclear 
weapons, Shevardnadze said. 

The Soviet official- piaiied the 


Rarotonga Treaty — which provides for | 


a nuclear-free zone in the South Pacific 
and relevant protocols of which Mos- 
cow has recently acceded to — and sup- 









preven ts political 
ient ee the US and 






to be to compete with i hina for influ- 
ence and to maintain its interests in In- 
dochina, notably naval facilities in the 
Vietnamese port cities of Danang and 
Cam Ranh. Befriending Asean and 
other non-communist countries in the 
region appeared to be a low priority, not 
something for which Moscow would risk 
displeasing Vietnam — by forcing it to 
compromise on Cambodia i ~and losing 
its foothold there. 

In Vladivostok, Gorbachov på 
highëst-priority on: improved ties. With 
China, then with Japan. He offered con- 

cessions on two of Peking’s so-called 
three obstacles. to bettér Peking-Mos- 
cow relations — limited troop with- 
drawal from Afghanistan ‘and 






























short-term gains at the expense of | 





angement acceptable to all, learning 






| Shevardnadze: no Cambodian promises. 
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discussion of a mutual redus: 
tion of forces along the Sin 
Soviet border — as well as “su 
stantial” withdrawals. from 
Mongolia. Since Vladivostok, 
= Gorbachov has acted on these 








‘July 1986. speech, Pior which 
the Chinese criticised. Gor- 
--bachov. 

uo “Gorbachov also mentioned 
vin his speech all the countries 
of the Asia-Pacific region, in- 
cluding the Asean Six, express- 
ing a desire for better relations 
with each for its own sake and 
not because Moscow’s. global 
-competition with the US. dic- 
tates it. Since. Asean, like 
China, has insisted that a Viet- 
namese withdrawal from Cam- 
bodia: and _. self-determination 
-for, Cambodians were .neces- 
sary conditions for the gro p 
-ing’s improved relations wit 
Hanoi and Moscow, it was felt 
that, if Gorbachov was serious, 
Moscow must be ready to pres- 











ported proposals to establish similar 
zones in Southeast Asia. 


hevardnadze’s message of peace — 

or exploitation of the region’s anti- 
nuclear sentiments to embarrass ‘the 
US, as critics call it — was given a boost 
by Gorbachov’s latest announcement 
that he was willing to discuss. reduction 
of medium-range nuclear missilés in 
Europe without linking it to the US 
“Star Wars” programme, an annouce- 
ment to which Washington had to re- 
spond positively. 

However, the foreign minister disap- 
pointed those who had thought: that 
Viadivostok marked a radical departure 
from Moscow’s diplomacy vis-a-vis the 
Asia-Pacific region. Until Vladivostok, 
the conventional wisdom in the West 
was that Moscow’s paramount foreign- 





sure Hanoi for a settlement. 
There were-indeéëd signs last year that 
Moscow at least wanted to reduce the 
costs, financial and diplomatic, of sup- 
porting Vietnam’s occupation of Cam- 
bodia. ; 
Dismissing Hanoi’s 11 March propo- 
sal for an Indochinese dialogue with 
China and Asean as a non-starter, many 
Asean observers saw in Shevardnadze’s 
tour a familiar but intensified attempt to 
win over the region without making real 
strategic concessions‘or even offering 
tangible economic. benefits. Some 
Asean analysts, however, point out that 
all that is known is that Shevardnadze 
did not openly. pressure Vietnam. this 
time. An initiative may still follow later 
and, in any case, the Gorbachov- 
Shevardnadze diplomacy would tend.to 
help. the younger, more pragmati¢ ele- 
ments within the Vietnames l 





































in turn making Hanoi more amen- 
_ able to reform at home and compromise 
| abroad, the analysts say. 
1... There is wariness about Moscow's 
| enthusiasm for a Southeast Asian nu- 
| clear-free zone, even among the In- 
donesians who proposed it in 1985 as a 
concrete step towards the establishment 
|. of azone of peace, freedom and neutral- 

“city in the region. 

It is a mistake to rush and try to come 
toan agreement on a nuclear-free zone 
| at the year-end Asean summit in Man- 

tila, which may upset the regional bal- 
| ance of power, some Indonesians say. 
| They explain that a nuclear-free zone 
would affect the US — a maritime 


_ power with extensive interests in the re- | i 


gion and submarine- 
| launched missiles and strategic bombers 
| as well.as inter-continental ballastic mis- 
F siles(I1CBMs) —more than the Soviets, 
_ hitherto morea continental power and 


lying largely on ICBMs. 


relying on 






A poton, discussion on the zone-in 
| f Manila may stimulate anti-base senti- 
_| ments in the Philippines. Some Indone- 
| sians are also opposed to the zone be- 
-| cause they feel the nuclear option for 


Jakarta should not be closed. 


So 
participate in Asia-Pacific events since 
Gorbachov’s Vladivostok speech. After 
much internal debate, the Pacific Eco- 
nomic. Cooperation Conference 









(PECC) — formally a private consulta- 


| tive body with government officials, 
“academics and businessmen attending 
| in their private capacities — finally in- 
|. vited. the Soviets as observers to: its 
“November 1986 general session in Van- 
couver. -> 
The PECC also invited China; and 
‘Taiwan, both as full members. The 
“Soviet Union wants to become a full 
‘soaember too, and 
- uggested Vladivostok as venue for the 
< ession after the next one, slated in 
Osaka for 1988. But PECC organisers 
are not committing themselves. 
In January the Soviets, alongwith 
the Chinese, Vietnamese and North and 
South Koreans, participated in the first 


Asia-Pacific Roundtable in Kuala Lum ` 


pur organised by the Institute of 
‘Strategic and International. Studies 
(ISIS), a local think-tank, to discuss con- 
fidence-building and conflict reduction. 
The Soviet participants presented a 
paper on tension on the Korean Penin- 
sula, not Cambodia, and used the forum 
to propagate Gorbachov’s ideas for 
peace. in the region. Some Soviets 
suggested that invitations to the PECC 
and the roundtable were a “second- 
wave response” to Vladivostok, but the 
head of the ISIS, Noordin Sopiec, 
stressed thatthe conference had been 
planned in 1985, before Gorbachov’s 
‘speech. Sopiee agreed, however, that 


a 







tional Democratic 
begun to move ba 
-side the Philippines however, the 14- 





art from Shevardnadze’s tour, the. 
ts have taken every opportunity to . 


‘Salvador also arrived. Des- 


in Vancouver- 


the Soviets have come to the-region to: 
| diplom 












International initiatives 


National Democratic Front steps up foreign relations’ efforts 





harm more than help the NDF cause 














ven before sefire with 
he governmen 


ruary (REVIEW, 19 Feb. 


aS { J 
mnderground. Out- | 












still rankles 

any concessions 
nationalise” theittsa 
ing all too well how the 197 
Agreement sealed the Mor 
Liberation Front’s entry into intern 


Id revolutionary grouping has | 
moving slowlyintothe open. 
in a stepped-up campaign, the NDF | 
is seeking more foreign support leading, 
eventually, to international “bellig- | 
érency status” for the 18-year-old com- | 

munist-led insurgency. It is preparing a | tional politics. 

petition to the UN Human Rights Com- Ceasefire documents signed « 
mission in Geneva about alleged | November last year, at gov 
human-rights violations (REVIEW, 26 ‘spelled out that the 



























sistence, s 
Feb.). Chief NDF West European rep- | did not invest the NDF with the” 
resentative Luis Jalandoni went to | of belligerency under the laws of wi 
Harare, Zimbabwe during Another example of se 
the non-aligned movement | tivity to the NDP's 
summit there last August. í 
In January, five NDF mem- 
bers visited Cuba. ; 
During 1986, the NDF 
brought European and Au- 
stralasian parliamentarians, 
journalists and trade un- 
ionists to Manila for “expo- 
sure visits.” In late 1986, 
two revolutionaries from El 












pite its admiration for the 
nationalist character of the. 
communist-led Vietnam: 
revolution, the NDF. finds 
more similarities in. Latin 
ete rong nea influ. 12 
ence and its Spanish Roman. |W 
Catholic background. Ba 
The NDE- —- which includes the | 
Communist Party of the Philippines | 
(CPP), the New People’s Army (NPA) | 
and 10 other groups — plans to open | legitimacy to the insurrectionand tt 
disguised front offices in several US | implies legal recognition of insurg 
cities and in Sydney. Its only fully open | while giving them prisoner-of-war stati 

| 

| 

| 























The protocol forbids ma 
ing attacks on and forced: 
movement of civilan pa 
lations:and says relief action in aidof e 
ians must be facilitated. Some critics 
gest that signing Protocol II gives imp 




















office operates from: ` Utrecht, the But Foreign Ministry sou 

Netherlands, where Jalandoni aformer | out that the protocol becomes 

Roman Catholic. priest... works with hs after 17 De ; 

former political prisoner Sixto Carlos. insurgents ge 

The NDF’s foreign strategy is. to | us nor will the new. 

bolster its influence in. countries which | 

can exert a restraining influence on the | 

US as the insurgency intensifies. Ties | 

with the Dutch Labour Party, though | 

informal, are good as are links to Scan- | 

dinavian politicians. The ruling Pasok | On 4 March, chief government. 

party in Greece formally recognises the | negotiator Teofisto Guingona told the 

NDF, the only West European ruling | REVIEW that the government renki 
l ie 
| 
| 
| 
| 


only. six mont 
They say- capt 
claim to anew. 





rules allow them to escape normal enim: 
inal sanctions. Anyway, the 1940) 
“parent” convention says “conflicts not. 
of an international character” have no ef- 
fect on “the legal status of the parties,” 












party to do so. implacably opposed, to sivine D 
The CPP’s links to othercommunist | crency status to the NI he 2s 
parties arouse endless speculation, but ment’s approach now tests ot 

both Moscow and Peking have little in- | divide the rebellion by co 
fluence, Reports- suggesting. material gion-by-region ces 

aid periodically surface, but Western | concentrating. initially | 

i agree that visible links would | Visayas and Mindana: 































f they will place any serious bilateral 











FOREIGN RELATIONS 


A merican diplomats normally, circle 
Waround the sombre dark-suited 
en with Kim I! Sung badges on their 


that is about to change. Instead of com- 
menting on the weather during chance 
encounters, and then moving away, 
they can now talk about more substan- 
ive matters — provided the North Ko- 
‘eans begin the conversation. 


months of deliberation and is designed 
‘both to create the climate for the re- 


ialogue and also to induce Pyongyang 
o either participate in the 1988 Seoul 
lympic Games or at least to take a less 
tuptive approach. * — 
-US Secretary of State George 
Shultz discussed the issue both durin 
2 hours of contacts with Chinese lead- 
ers Deng Xiaoping and Zhao Ziyang in 
Peking, and later with South Korean 
President Chun Doo Hwan during a 
_ five-hour stopover in Seoul. Shortly be- 
fore the Washington announcement, a 
Chinese delegation arrived in Pyong- 
“yang to brief Kim on the Shultz visit. 
While the details of the conversation 
between Zhu Liang, director of the In- 
ternational Liaison Department of the 
Chinese Communist Party, and Kim are 
not known, Zhu is believed to have 
underlined the importance of respond- 
g positively to the US overture. Hav- 
ing burned its:finger once in 1983 by 
promoting US-North Korea contacts, 
China obviously wants to make sure 
that things go better this time. - 

The significance of the US gesture 
lies in the fact that a similar.order was is- 
sued on 30 September 1983 and then re- 
scinded nine days later when a North 
Korean—planted bomb killed South 
orean cabinet members in Rangoon, 


apels at diplomatic receptions. But all 


“Fhe US decision came after two 


mption “of North-South, Korean 



















































Cocktail diplomacy 
US slightly softens its stance towards North Korea 


By John McBeth in Seoul and Nayan Chanda in Washington 


Diplomatic sources say Peking has been 
pressing the US for some time to 

roaden its contacts with.North Korea, 
partly to balance growing Soviet influ- 
ence and partly to make clear its true 
military commitment on the divided 
peninsula. They say the Chinese are 
now apparently acknowledging that 


their own clout in Pyongyang has been- 


weakened by Soviet military and econo- 
mic assistance and by increased trade 
between China and Seoul. 

The Rangoon incident meant a parti- 
cular loss of face for China because dur- 
ing his talks with US Secretary of De- 


-fence Caspar Weinberger in September 


1983, Deng had assured him of North 
Korea’s peaceful intentions and called 
on the US to help reduce tension in the 
Korean Peninsula. In fact, just a day be- 
fore the bombing incident China had 
passed on to the US a North Korean 
message seeking direct contact with 


Washington. 


he State Department says the re- 

vised guidance will allow US dip- 
lomats to “respond substantively when 
North Korean diplomats initiate con- 
versations in neutral settings,” normally 
a reference to embassy cocktail parties. 
As one official explained: “Under the 
old guidelines. we could shake. their 
hands and at best nod if they said ‘the 
weather is nice.’ But then we were to 
break off conversation quickly.” Asked 
if avoidance of bilateral meeting meant 
the US and North Korean diplomats 
had to meet with a third party present, 
an administration official explained that 
during a reception hosted by a third 
country, US and North Korean dip- 
lomats could go into a corner and dis- 
cuss whatever matter they choose. 
It is understood. in such conserva- 














will seek to explain 
their own position, but at the same time 





overtures within the framework of 
North-South dialogue, which has been 
stalled since early last year. 

Although the US believes this is the 
first time the South Koreans have felt 
confident enough-to say that some good 
might come out of the move, Seoul offi- 
cials are anxious all the same that na- 
tions friendly. with the US, particularly 
those in Europe, do not feel encouraged 
to make hasty attempts to improve rela- 
tions with Pyongyang. 

” The officials say it is still premature 
to determine whether ‘the latest deve- 
lopments are encouraging or not, but 
they are anxiously awaiting the outcome 
of US Undersecretary of State Michael 
Armacost’s 16-19 March talks with 
Soviet officials in Moscow where the 
Korean question was high on the 
agenda. They are also hopeful that be 
the Soviet Union and China will re 
procate the US initiative by allowing 
their diplomats to talk to their South 
Korean counterparts... 

US: and South: Korean. officials. in 
Seoul caution against reading too much 
into the easing of the restrictions, and 
one US source said any suggestion of di- 
rect talks with North. Korea was out of 
the question. until: the North-South 
dialogue yields’substantial results... 

The North Koreans have been trying 
to interest the South Koreans in high- 
level political and military talks, with 
the incentive of offering to discuss the 
controversial Kumgang Dam issue 
(REVIEW, 20 Nov. °86). In late De- 
cember Kim proposed for the first time 
high-level political and military talks be- 
tween North and South Korea. That 
proposal, considered significant by 
some US analysts as indicative of ac- 
ceptance of the legitimacy of South 
Korea, has been further softened., 

Chinese leaders briefed Shultz oj 
‘the new North Korean proposal callin, 
for high-level —- meaning at deputy 
prime minister level — talks simultane- 
ously with the resumption of economic, 
parliamentary and Red Cross talks that 
have remained frozen for a year. This 
latest offer seems to take into account 
US-South Korean objection to Kim’s 
December proposal. 

Diplomatic sources say.South Ko- 
rean Officials are divided over the North 
Korean overture. Senior political lead- 
ers are aware that they would be unable 
to use the talks to exercise any influence 
over the North’s closed society, while 
Pyongyang might manipulate domestic 
opinionin the South, °: 

Because of these constraints, US of- 
ficials are doing nothing to push the 
South Koreans into the talks, though 
Foreign Affairs Vice-Minister Park Soo 
Gil has indicated that the last of three 
North Korean letters received on 3 
‘March did contain elements that require 
va studied response. ; | 























Maybe: it's area happ ning. A lot 

of companies make the news by learn 
about the international marketplace 
the hard way. 

Are we irina to tell you there’s art easy 
way? Not really. Except that the easie 
way is probably to work the hardest. 
But if you are taking foreign sal 
seriously, the transaction 

developed over the years coul 

life easier for you, — 

Remember, , these : are 


growing, 


Swiss Bank c orpor 
‘Schweizerischer Bankvereir 
Société de Banque Suisse 


The key Swiss bank 










rd “gerrymander” as 


a state or county] into 
sin such a way as to give 
arty anadvantage over its 
.” This is the term that first 
comes: to mind when considering the 
most significant. change to Singapore’s 
voting system since it became. self- 
roverning in 1959: the so-called: “Team 
AP” proposal. ee 
The idea was first mooted in public 


by Lim Boon Heng, an MP of the ruling 


eople’s Action Party (PAP) and an as- 
istant secretary-general of the National 
rades, Union. Congress, in the De- 








more detail in January this year. It 
was. taken. up. the following month: by 
First Deputy Prime Minister Goh Chok 
ong. 
_ Goh says the government plans to in- 
troduce. the system at the next general 
ction, due by December 1989. In a 
utshell, the idea is to combine three 
snstituencies into a single voting 
lock. A party will have to’ offer three 
ndidates in the enlarged area, all of 
whom will become MPs if they poll the 
most votes combined. Goh thinks they 
should start off with 30-39 constituen- 
cies being divided into 10-13 enlarged 
voting blocks at the next election. — 
There is no doubt: that, in theory, 
oh. is correct when he says that the 
proposed system is “politically neutral.” 
The stakes would be higher at the next 
election, because, in principle, an oppo- 
sition party would only have to succeed 
in a small number of enlarged con- 
stituencies to produce a -breakthrough 
in parliament. There have never been 
more than two opposition MPs in the 
79-seat parliament since 1966. . 
- The government's stated rationale 
for the change is that it wants to devolve 
more power to citizens over the running 
of their housing estates — responsibility 
_ for rubbish disposal and maintenance, 
for instance — and wishes to set up town 
_ councils for that purpose. Three pilot 
councils were established in. Ang .Mo 
), the largest-of the new towns, last 
september (REVIEW, 13 Nov. ’86), an 
periment that is regarded by ministers 
$ a success. Apartment owners and 
heir representatives in the various local 
_ Organisations are said to like the new- 
ound autonomy. h ae ta 
The most important constitutional 
aspect of the arrangement is that MPs 
ire the leaders of each council in their 
constituency, thus combining-a local as 









































sone of the three MPs running an ex- 





















ember 1984 general election and then . 


well as a national role in their work. Lim. 





wanis to put a council in each consti- 
tuency, thus giving all MPs a dual role. 
On grounds of “efficiency” and on avol- 
untary basis, he.says that up to 39 con- 
stituencies/councils should be merged 


ing as single constituency/councils. 


aiming for a combination of the French 


towns, and the Japanese practice of 





| Gon: politically neutral system, 


‘Goh argues that the government is 


perimental council in Ang Mo Kio. Goh | 


into up to 13 areas, with the rest remain- 


example of national assemblymen |. 
functioning also as mayors of large | 


multiple-member constituencies. It is: 
not clear what relevance such examples 2 
have for a city-state like Singapore; 















































itself in the town council, it’s not 
necessarily bad for the country,” 
n MP: 


















said that MPs would not be ideal 
candidates to run town councils 
because such people should be 
non-partisan. 

Jeyaretnam, the secretary- 
general of the WP who was 


TAY HOON 





which abolished local councils and 
mayors in 1959. 

Another objective was to force Sin- 
aporeans “to think a little more care- 
ully before they cast their votes,” Goh 

maintains. Under the Team MP system, 
voters would have to live with their 
choice of town councillors, for good or 
ill, for the years between elections. This 
will then focus the minds of the voters 
on the qualities of the candidates, he 
suggests. “Our concern is- not the oppo- 
sition taking seats away from us. Our 
concern is a different kind of people 
who might, through some freak results, 
end up controlling the country.” 


T= is a point that has been men- 
tioned several times by PAP leaders, 
most notably by Prime Minister Lee 
Kuan Yew just after the result of the 
1984 general election. His answer at the 
time was a possible change in the one- 
Man-one-vote system, to prevent, for 
example, an almost unknown. opposi- 
tion candidate, who did not campaign 











deprived of his parliamentary 
seat last November by being fined $$5,00L 
(US$2,300), believes the scheme is un: 
democratic. He says that the Housing 
and Development Board Act already 
provides the mechanism for creat- 
ing “management corporations” to run 
housing estates, thus obviating the need 
for town councils to do so. 

Chiam See Tong, the lone opposi- 
tion MP, says the aim of Team MPs is to 
increase the odds against opposition 
candidates, in part because the PAP’s 
better organisation. will place them at a 
greater advantage in contesting multi- 
ple constituencies. But if what he sees as 
the swing towards the opposition con- 
tinues, then the proposal could still 
backfire onthe PAP. € said he also be- 
lieves that housing-board flats are be- 
coming more troublesome to maintain 
as they grow older and so the govern- 
ment wants to pass the burden of main- 
taining them to residents. y 

Some Singaporeans have voiced con- 
cerns that a majority vote for the oppo- 


„sition would cut them off from mainte- | 











i| following - 





seems unfounded. He says that his elec- 
|- tion in December 1984 has had no effect 
~on local government services in his. con- 
| stituency. When Jeyaretnam was 
elected in 1981, the government said 
that the housing board would serve his 
constituents last, but he says there was 
little subsequent change in the quality of 
; services. 
“The Team MP proposal is only the 
-most important change in preparation 


| for the next election. Although the PAP 


| does not have to go to the polls until the 
end of 1989, balloting has normally 
„taken place every four years, so the cur- 
{orent parliament is already more than 
| half way through its normal life-span. 
~The governing party can look forward 
_ toa continued, if hesitant, economic re- 
yery to boost its support. we 
ill need all the help it can get to 
set its liabilities: the shift to a three- 


baby policy; the cut in Central Provi- | 


< dent Fund payments; the controversial 


-osisit by Israeli President Chaim Herzog; | 


suicide of national development 
ter Teh Cheang Wan while under 
tigation for possible corruption, 

pread perception of the gov- 


g heavy-handed in its 


é prime minister’s 
cabinet reshuffle 
ath, and leading 
ministers have’. i ir’ “v 
abouts” in constituencies. A so-called 


“national agenda” is being formulated | 


to achieve what the younger Lee calls a 
“consensus” on the main issues: Singa- 


yore faces over the next 10 years or so. | 


‘It is a national agenda, not just the 
. party’s,” says Lee, harking back to the 
PAP’s attempts a few years ago to turn 
itself into a “national movement.” 
' Within. the legislature, the. most 
| significant change has been the intro- 
duction’ of nine “government” par- 


‘liamentary committees,” each covering , 


-one or more ministry and with their own 
group of specialists to help them. Com- 
mittees of PAP MPs were set up quietly 
outside parliament after the last elec- 


“| tion. They have now been brought into 


the chamber and into public view. The 

chairman of each committee now ‘sits 

with Chiam on the front row in parlia- 
“ment facing the cabinet. 


‘[o°-“This new approach is meant to 


“counter the impression that” the 
chamber is merely a rubber stamp. Ac- 
cording to one analyst writing in The 


| Straits Times, by the time legislation 


réaches parliament for debate, the con- 
clusion is usually foregone and the con- 
tribution of backbench MPs seldom af- 


s the outcome. This. can have “unde-_ 











sirable consequences, lyst: 
like having to withdraw unpopular mea- 
sures which have had little chance for 
debate, such as the recent graduate 
mothers scheme. 

The chairmen of the committees said 
in a joint statement that they must not 
appear to “collude” with the govern- 
ment if they were to be credible to Sin- 
gaporeans, Tan Cheng Bock, the chair- 
man of the education committee, said 
they might even abstain on a particular 
vote if they felt strongly enough that the 
government was wrong. Goh suggests 
that some of the chairmen might deve- 
lop into “a bit of a threat” to ministers. 


~ Whatever the intention, the effect is 
to occupy almost all the AT MPs who 


are not in government. Out of 76 mem- 
bers belonging to the ruling party, 28 
TS REO and 44 ate on the 
PAP MPs, 

Jek Yeun 


policy. = o> en ea 

o Over and above these developments 
are the intentions of the prime minister 
himself. It looks increasingly likely that 
Lee will step down.as head of govern- 


ment in 1988 “in order to force the pace | 


of the younger men to. come forward 
and take over the job,” as he told a US 


Sia a columnist last December. 


his was his first public comment on his 
retirement plans since last April when 
he said he might postpone his departure 
until a year or two after the next election 
because of Singapore 5 recession. Lee, 
who turns 64 in September, reiterated 
the point a few weeks later to Newsweek 
magazine and added that he was ready 
to-move aside “whenever somebody is 
ready to take my place.” Little has been 
said about his hinted plans to assume 
the presidency of Singapore. 
The strong impression purveyed by 
the younger leaders is that, though 
there will be a new prime minister even- 
tually to replace Lee, the team spirit will 
prevail. $. Jayakumar, the minister for 
home affairs and second minister for 
law, told the PAP newsletter, Petir, that 
he and his colleagues have been work- 
ing hard to build up a strong relation- 
ship to prepare for Lee’s departure. He 
said that for many years younger minis- 
ters have been holding: pre-cabinet 
meetings every week over lunch to dis- 


' cuss the issues of the day. In addition, 


they have set aside one afternoon a 
month since 1982 to consider long-term 
policy. 

The real test will come when there is 
a national crisis without Lee and the old 
guard, says Jayakumar. “Before then I 
am confident that the working style and 
habits of consultation we are developing 
will help the team stick together and 
provide the. leadership necessary to 
overcome a crisis.” Confidence in a gov- 
emment’s abilities can evaporate with 

without a crisis, though. °. n 








opponents 


A bomb attack on Samak 
raises tension 


By Paisal Sricharatchanya in Bangkok 
bomb attack on the residence of 
an opposition leader, Samak Sum- 

daravej of the Prachakorn Th 

has heightened political tension 

the eve of the annual parliame 

sion ‘due to be convened 

Prime Minister Prem 

away on a European to 


ng. 

cally harming 5: | 

The use of war weas 

pons to intimidate j 
politicians and government leaders isnot 
uncommon here. Samak survived a: 

ket attack while visiting Lampang in 
northern Thailand in 1977 when he was 
interior minister. es 


group of local journalists in í 
a week earlier — that the presen! poll 
cal system needs to be adjusted to suit 
the Thai character. 

Samak was quick to respond the fol- 
lowing day by accusing the prime 
ter of exploiting the “highest dist 
tion” for his own ends. This triggere 
series of broadcasts on army-run ra 
which were critical of Samak. Joi 
the fray to defend Samak was i 
prime minister and respected se 
statesman Kukrit Pramej, who 
become ‘increasingly critical of 
Prem. os 























Joint. Declaration on ‘Hongkong’s 





uture after 1997 — when the British’ 


colony is to become a special adminis- 


he signing in 1984 of the Sino-British 












rative region (SAR) of China ended 






two years of unease, often bordering on 
crisis, for the territory. Now, attention: 
is focused on the drafting of the Basic 
Law, which is to put into legal form thé 
principles agreed upon inthe joint de= 
claration. E : 
One issue of great importance‘is that 
of: nationality. For example, Section 
TV of Annex Lof the joint declaration 
cludes as one of its categories of peos 
le. who will have the right of abode in 
The SARS oe et tu Pry 
“AW Chinese nationals: who. were 
ho have ordinarily resided in 
efore or after the establish- 
he’ Hongkong Special» Ad: 
egion ‘for::a ‘continuous 
years. or more; and per- 
nationality born outside. 
ich: Chinese nationals.”: .. 
aph; the term 
epeatedly em- 
ing clear. and 







































is not recog- 
onal who ‘ac- 
uires foreign nationality automatically 
hinese nationality, © 
yhen Trade:Secretary,Eric Ho 
as proposed as a British member‘ of 
Hongkong’s Joint Liaison Group — a 
body set up to facilitatea smooth transi- 
tion to 1997 — the Chinese:side object- 
ed, pointing out that Ho was-only a Bri- 
tish Dependent: Territories citizen and 
hence, in their view, a Chinese national. 
_ It was not until Ho became naturalised 
as a British national, bearing a British 
passport, that China permitted him to 
_ Serve on the British delegation. 
Hence, the Chinese Government's 
sition has been clear: it is the respon- 
ibility of those now drafting the Basic 
aw to go to similar pains to couch their 
tements in legal terms. that are not 
ubject to varying interpretations. 
However, itis in precisely this crucial 
ea that the Basic Law Drafting Com- 
mittee (BLDC), whose Hongkong and 
_ Chinese members were all appointed by 
Peking, has failed miserably. The first 
official document produced by the com- 
mittee was the constitution of the Basic 
Law Consultative Committee (BLCC),. 
an advisory body made up of Hongkong 
residents. In: the constitution, ‘one 
ould searchin vain for<the term 
hinese national.” ocot og e piec 
Ri it employs vague and-unde- 


































is. Thus, the first clause'of the pil 















A question of identity. 













mality law is. | 










official English-language version. de- 
scribing eligibility to serve as members 
of the committee says: “Persons repre- 
sentative of different sectors of the com- 
munity, including civil servants, who 


can serve to facilitate communication | 


among the various strata of the commu- 
nity.” There is no mention of national- 
ity, race or religion here — just “per- 


sons.” Thus, noone is excluded. 


It goes on: “Persons who have pro- 
fessional knowledge of or wide experi- 
ence in the various matters contained in 
the Sino-British Joint Declaration and 
its annexes and are thus able to make 
contributions thereto.” Again, just 
“persons,” implying all human beings. 

However, the next clause includes: 
“Foreigners who have been ordinarily 
resident in Hongkong for over seven 
years and are representative of and able. to 
facilitate communication among differ- 
ent ethnic groups. . . or those who-have 
professional knowledge of or wide ex- 
perience in the various matters “con- 
tained in the Sino-British Joint Declara- 
tion and its annexes and are thus able to 
make contributions thereto.” 


l H ere a new term, “foreigners,” is in- 


troduced. If the preceding clauses 


“referring to “persons” are meant to 


apply to all persons, then there would 


. be no need to have a special section on 


“foreigners.” The inference, therefore, 
is that “persons” means “persons who 
are not foreigners.” Conversely, it also 





Frank Ching is a Hongkong-based - 
freelance writer who served for 
four years as The Wall Street Jour- 
-nafs Peking correspondent. 














Hongkong for over. seven years.” No 








implies that foreigners are not persons. 

But who, in British-administered 
Hongkong, is a foreigner? All. those 
who do not possess Hongkong-belonger 
status? All those. who have not resided 
here continuously for seven years? All 
those who are not nationals of China? 
Orall «those who are not ethnic 
Chinese? 

The only clue to the drafters’ think- 
ing lies in Section 10, which says: “The 
consultative committee may through its 
standing committee invite Chinese and 
foreign experts to. act. as advisers if the 
need arises.” Here; at last, we have the 
closest thing to.a definition: a foreigner 
‘is someone who is not Chinese. 

So, when. the constitution uses the 
word “persons,” it means “Chinese.” 
And when it says “foreigners,” it mean* 
non-Chinese.’ 

The. word “foreigners,” then, is d 





||: fined in negative terms-— someone who 


is not: Chinese, But nowhere .can.one 
find a definition: of. “Chinese.” Is a 
Chinese someone who is a national. of 
China? Who. else..is: included? What 
about ethnic Chinese who are foreign 
nationals, including British nationals? 

There are..other serious problems 
with the constitution. The BLDC is a 
cooperative effort involving mainland 
and Hongkong members. The BLCC, 
however, is meant to be an organisation 
representative of the Hongkong com- 
munity, whose members understand 
Hongkong and hence can offer advice to 
the BLDC. f 

These functions of the BLCC are evi- 
dent from the section setting out the 
qualifications of members. According 
to the constitution, they should be peo- 
ple who are representative, or “who 
have professional knowledge of or wide 
experience in the various matters con: 
tained in the Sino-British Joint Declara 
tion and its annexes and are thus able tc 
make contributions thereto.” 

Indeed, the qualifications required 
of “persons” and of “foreigners” are 
worded almost identically. The ex- 
ception, however, is that “foreigners” 
must have been “ordinarily resident in 









such requirement is made of “persons.” 
One wonders why. this. distinction 
was made. There appears little possible 
justification. After all, if the BLCC is 
supposed to reflect the views of the 
Hongkong community, why should it 
take .a.“foreigner”.a minimum.of seven 
years to be recognised asa member of 
that community, while a “person,” pre- 
sumably from China — should: be ac- 
cepted:as a member of the community 
immediately? . 












































- guable that it should function within the | 





parameters of current Hongkong law. 
At present, there. is no such thing as 
| Hongkong citizenship. The closest ap- 
_. proximation is what 1 is called a “Hong- 
kong belonger,” people who have the 
right to land in Hongkong at any time, 


who do not have to apply for visas or for | 
‘work permits. But those people are not | 


divided according to “Chinese” and 
“foreigners.” In fact, many Hongkong 
belongers are what the BLDC would 
_ consider to be “foreigners.” 

-< But even if it is argued that the 
BLDCis preparing for post-1997 Hong- 
kong, its. actions are difficult to under- 


Hongkong law will provide. As de- 
-scribed in the. joint declaration, it will 


| provide that Hongkong will consist of | 


‘people with the right of abode. 


Section XIV of Annex I of the joint 
*oclaration makes clear that both | 


o tie nationals” and “all other per- 
” will have lived in Hongkong for 


i seal years before gaining the right of | 


abode. Thus, the anti-foreign bias in the 

- BECC constitution finds no legal justifi- 
cation from either existing law or future 
law. 


Aside from the legal aspect, there is | 


“also a political problem. China had been 

saying. sig Se two years of négotia- 
tions with Britain that, after 1997, 
mg people would rule Hong- 

LDC was supposed to de- 
mework for that. Yet the 
ent produced by the BLDC 
clared that any arrival from 
the. mal and — including illegal immi- 
grants i be immediately consi- 
-| dered a Hongkong person. 


S: far: the BLCC. constitution is the 
only public document that-has been 
produced by the BLDC. The sloppiness 
| of its drafting is hard to believe, con- 
sidering the stature of its members. 

The BLDC is about to launch a new 
project. This is the pet of Ma Lin, head 
of Hongkong’s. Chinese University and 

„a member of the BLDC. He has re- 
cently won approval from a subgroup of 
the BLDC for his proposal to throw 

“open a contest for designing a new 

Hongkong emblem. 

> Such an emblem is provided for in 

| the joint declaration, and so the process 

by which it is selected should be in ac- 
















‘cordance with the spirit of the declara- — 


tion. There are various logical ways to 
decide who may be éligible to take part. 
First, it can be open to everyone in 
the world, thus raising Hongkong’s in- 
-| ternational status. Also, it canbe ar- 
.. gued that, since the joint declarationis 
an agreement between Britain and 
China, the contest should be open only 
_tonationals of those two countriés. Or it 
_can be limited to people with some con- 
‘nection to ‘Hongkong, such as its -resi- 
dents. Or, if it is the desire of the 


to Chinese nationals. 








stand. We already know what future | 


Y Chinese Government, it can be limited 


deplorable. Why does it insist 
— to invoke a Mao saying — 
on picking up a rock only to 
drop it on its own feet. 








BLDC members: vague terms. 


So far, it is not clear just who is eligi- 
ble. The English-language press has in- 
terpreted the announcement, made in 
Kunming, China, at a meeting. of the 
BLDC, to mean that the contest would 
be open to “Chinese all over the world.” 

ut what does that mean? The im- 
pression given is that a “Chinese” is any- 
one of Chinese ancestry. If so, does it 
mean that Prime Minister Lee Kuan 
Yew of Singapore can take part, but 
that J. B. Jeyaretnam, Singapore’s 
former opposition leader, cannot? And 
does it mean that the ethnic-Chinese 
: ee writer Bette Bao Lord is eli- 

gible, but her husband; Winston Lord, 
who i is US ambassador to Peking, is not? 
Furthermore, China has repeatedly 
asserted that itis acountry of more than 
55.different nationalities and that “great 
Han chauvinism” will not be tolerated. 
So, does “Chinese all over the world” 
mean not just Han but recognised 
minorities in China, such as Xibos, 
Uighurs, Hui, Manchus, Mongols and 
Koreans all over the world are eligible? 
. That would certainly enlarge the 
pool of potential competitors, since it 
would take in the entire population of 
the People’s Republic of Mongolia, as 
well as those of North and South Korea. 
And, of course, the vast numbers of 
people i in Soviet Central Asia, who are 
divided from their fellow Kazakhs, Kir- 
ghiz, Uzbeks and other peoples in 
China’s Xinjiang Autonomous Kegion. 

The problem is not just one of trans- 
lation. The Chinese terms used present 
even more trouble. The BLDC said, 
within China, “people” of the whole 
country can: take part. Not “nationals, 
but “people.” 

oo Phe BLDC may not be aware of it, 
but the term n China carries a 











































| enemy. During the anti-Japanese war, 
| the concept of people referred to all 


| who were opposed to the Japanese. 


| construction, it embraces all 
| labourers, those who suppor 


| to pursue sabotage activities and 
XINHUA 
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E 

pon are the opposite of “enemi 
people,” the target of proletarian d 
tatorship. Thus, the Xinbian Faxue 
Cidian (Newly Edited Dictionary of 
Legal Terms), published in 1984 by the 
Shandong People’s Publishing House, 
defines it this way: 

“A political concept, opposed to the 


























classes, social strata and organisations. 












During the war of liberation, it referred 
to all those opposed to imperialisr 
bureaucratic capitalism and feudal lan 






| lords as well as the Kuomintang rea 






tionaries. During the period of social 
al 






construction and national reuni 
“The enemies are coun 
tionary elements who sabotag 
socialist system, enemy agents 
nants who refuse to accept t 
of the Lin Biao-Jiang Qing counter-t 
olutionary cliques, those who conti 











exploiters, the corrupt, oppona 
cheaters, smugglers and newly emerged. 
exploiting elements,” 


¿S for those outside China, the BLDC 
subgroup says that those. eligible to. 

take part are giaabao all over the world, 
an ambiguous word which can be int 
preted to mean Chinese nationals livi 
abroad or anyone of Chinese desce 
The term does not appear in any of 
available Chinese i 
not even å legal 
Chinese nationals living abroa : 
huagqiao. But that term is notused, The 
inference, therefore, is that ethnic 
Chinese who are Chinese nationals are 
meant to be included. That is racient, 
pure and simple. 

The performance by the BLDC is de- 
plorable. It is difficult to und D 
why, i in the words of a Maoist saying, it 
insists on picking up a rock on 
iLonits.own feet, Why was the 
claration so deftly drafted as to le 
these pitfalls that the BLDC keeps dig- 
ging for itself? Could it be the Brit 
role in the drafting of that document? 

Surely. not; since the BLD 
secretary-general, Lu Ping, re 
suggestion that foreigners be invited to. 
draft Hongkong Basic Law, saying the 
Chinese people were perfectly capable of — 
doing it tor themselves. Then wha 
reason? The question begs an answer, 

Of course, drafting is hard work, a 
many members’ do not have legalt 
ing. Those with legal training ma: 
too busy to devote the tine required i 
it. For the good of Hongke 
people who now. recognise: (hel 
adequacies should consider ster 
down. After all, as Chinese lead 
Xiaoping so well putit, one mt 
cupy the privy. withou 
bowels. z 
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. By Salamat Ali in New Delhi 


pir Minister Rajiv Gandhi isfaced 
with public embarrassment which 
could plunge India’s political institu- 
tions into an unprecedented crisis. The 
indifferent relations between him and 
President Zail Singh have now assumed 
all the dimensions of a public confronta- 
tion. The president, with his five-year 
tenure ending in July and no hope 
of re-nomination by the ruling Congress 
party, has less to lose than Gan- 
hi. 
E In a letter dated 9 March, later 
> leaked to the Indian Express daily, 
| Singh implicitly accused Gandhi of lying 
“tothe parliament about their official re- 
ations, ignoring constitutional provi- 
sions ‘and time-honoured conventions 
overning these relations, refusing to 
rief him on vital domestic and for- 
eign issues, and, finally, engineering at- 
tacks on the presidency by Congress 
MPs. 
Far more ominous is the final sugges- 
“tion in the letter that Gandhi place 
Singh’s allegations before the parlia- 
ment. This is interpreted as indicative 
of his desire not- to let things pass. 
Under the Indian Constitution the pre- 
sident can send a message to parliament 
“whether with respect to a bill then 
pending in the parliament or other- 
wise.” 
“t Should’ Gandhi not oblige, Singh 
could rely on the “otherwise” option to 
mmunicate his grievances to the parlia- 
ment. Jolted out of his underestima- 
tion of Singh’s political acumen, Gandhi 
‘conferred with his cabinet colleagues on 
13 March and it is unclear how he will 
handle the controversy. 





The president confronts the prime minister 








The opposition parties appear deter- 
mined not to let the matter rest. Sig- 
nificantly, quite a few Congress dissi- 
dents are equally happy over the deve- 
lopment and could prove troublesome 
to Gandhi in a crisis. Although the In- 
dian president has some residual powers 
in a constitutional crisis or a national 
emergency, his predominant role is to 
advise the elected government which 
wields all executive authority. This fine 
distinction between advice and author- 
ity has at times created an uneasy bal- 
ance of political forces. Any aunt by 
the president to serve as a check on 
the executive inevitably brings him in 
conflict with a powerful prime mini- 
ster. 

Since independence there have been 
several cases of friction between the 
country’s two top political offices. The 
country’s first president, Rajendra 
Prasad, differed on major issues with 
Jawaharlal Nehru, who also did not see 
eye to eye with the second president 
S. Radhakrishnan on the government’s 
China policy. Although Nehru’s daugh- 
ter and successor, Indira Gandhi, had 
a far more compliant president in 
Fakhruddin Ali Ahmed who rubber- 
stamped the proclamation of the 1975 
Emergency rule, even she rammed 
through the parliament a constitutional 
amendment making the prime minis- 
ter’s advice binding upon the presi- 
dent. 

The next president, Sanjiva Reddy, 
clashed with prime minister Morarji 
Desai and later with Mrs Gandhi during 
her last term of office. But most of the 
friction at the top was kept within 





Singh: confrontation 

















bounds: Constitutional form, if not its 
substance, was always respected. Nehru 
laid down the convention of calling on 
the president every Monday morning 
to brief him on state affairs. Article 74 
of the constitution obliges the prime 
minister and his cabinet to keep the 
president informed. Until 1984, all of 
Nehru’s successors respected this pro- 
vision, 
The relationship between Singh and 
Gandhi had started off on a highly 
romising note. Singh was a loyal fol- 
ower of Mrs Gandhi. He was the Con- 
gress chief minister of Punjab before 
Mrs Gandhi brought him into central 
cabinet. As Mrs Gandhi's home minis- 
ter he had jointly masterminded New 
Delhi’s strategy in Punjab in the late 
1970s to. outwit the Sikh-dominated 
Akali Dal party by encouraging some 
fundamentalist elements among the 
Sikhs, Although this policy later cam- 


| to haunt the Indian Government | 


solidifying Sikh opposition, Singh’s lo, 
alty to Mrs Gandhi largely remained un- 
questioned and he was elevated to the 
presidency by Mrs Gandhi in mid-1982. 
After Mrs Gandhi’s: assassination. in 
October 1984, Singh used his presidential 
prerogative. to install her son as the 
successor even before Gandhi was chosen 
as the leader by Congress MPs. 


A' that time Singh’s detractors, and 
there were many, had recalled his 
statement made just before his formal 
selection as the Congress-backed presi- 
dential candidate in early 1982 that he 
would ai out any duty including 
“sweeping the floor” assigned to him by 
his “leader Indira Gandhi.” The critics 
had derisively pointed out that by install- 
ing her son as the head of the govern- 
ment, Singh was obviously aiming to 
raise his own status. . 

The subsequent events were not 
what Singh expected, and. after 31 De 
cember 1984, when Gandhi took overa 
prime minister in his own right follow 









ing a massive. electoral victory, it be- 
came known in political circles that 
Singh was feeling increasingly ignor- 
ed. 7 

The feeling heightened during Gan- 
dhi’s handling of the Punjab crisis, for 
Singh, himself a Sikh, found that he was 
not being kept informed. He also found 
that chief ministers of states ruled by the 
Congress, instead of inviting him to 
visit, were finding excuses to put off his 
proposed visits. Singh was also miffed at 
the government deleting parts of the 
text of his Independence Day speech 
last year. 

During the past two years or more, 
Gandhi has called on Singh only twice 
and instead of briefing him after talks 
with foreign leaders, has ignored the 
president’s specific requests for dis- 
cussions, as have other cabinet minis- 
ters. The government has also block- 

some of Singh’s proposed visits 

‘The ‘conflict came into the open in 
April 1985, when a Congress MP, K. K. 
Tiwari, indirectly charged in parliament 
that Singh had harboured Sikh 
separatists Another MP joined in to 
add that Singh’s aides had disclosed 
- classified information on army opera- 

tions in Punjab. Tiwari’s subsequent in- 

duction into the cabinet as a minister of 
< state was seen by Singh as Gandhi’s re- 
ward for the attack. 

The current phase of the conflict 
began three months ago when parlia- 
ment passed a postal bill to replace a 
| colonial legislation dating back to 1889. 

The new bill’s provisions to intercept 

mail was roundly condemned by the 

public, the press and the opposition. 

But it went through thanks to the over- 
- whelming Congress majority in the par- 

liament. 

Under the constitution, the presi- 
dent can refuse his assent to the bill and 
and it back to parliament for reconsid- 
ration. He is obliged to sign it if the 

parliament passes it again in the same 















form. Singh held that the 1889 law al- 
lowing interception of private mail on 
grounds of “public emergency, public 
safety and public tranquillity,” had 
been objected toby the law commis- 
sion as an abridgement of citizens’ 
rights. 

However, the new bill had not only 
retained the old provisions but also 
widened these to make-interception of 
mail justifiable under almost every con- 
ceivable situation. Singh also objected 
to the government’s power to authorise 
any official to intercept mail without 
even informing the affected person at 
any stage. 

Instead of using his power to refer 
the bill back to the parliament, Singh 
chose the middle course of raising ob- 
jections and seeking confidential clarifi- 
cations from the government. How- 
ever, Singh’s aides also leaked his ob- 
jections to the press. Not to be outdone, 
the Home Ministry dug into its old 
files and made counter leaks that Singh 
during his tenure as home minister 
had advocated similar interception of 
mail. 


W ith only four months to go before 
his successor is chosen, Singh has 


` little to lose by publicising his recent let- 


ter to Gandhi. After the Indian Express 
carried Singh’s letter on 13 March, 
police raided its publisher’s New Delhi 
residence and also arrested the legal ad- 
viser to the newspaper group. 
Meanwhile, with the fray coming 


into the open the opposition was harry- | 
4 


ing Gandhi in parliament, asking him 
whether he had kept the president, who 
has the title of supreme commander of 
the armed forces, informed of the re- 
cent military confrontation on the 
Pakistan border and whether the rele- 
vant constitutional provisions were 
being respected. 


Gandhi had responded by stating | 


categorically on 4 March that at no time 
were issues of national interest kept 








from the president and’also “wherever 
there is a point at issue, it has been 
cussed with the president.” Following | 
Singh’s rebuttal of Gandhi’s parliamen- 
tary assurances, the latter has been 
caught on the wrong foot. The national 
press in its editorials has been more crit- 
ical of him than ever before. 

After Singh’s letter was published on 
13 March there was a predictable uproar 
from the opposition benches in parlia- 
ment. However, their voices were 
drowned out as the bulging Congress 
benches kept shouting in unison and 
thumping their desks, with the prime 
minister leading the pack. 

The. opposition then walked out in 
protest against the ruling by the Speaker 
of the Parliament Bal Ram Jakhar, that 
he would not permit the politicisation of 
the presidency which was “above all 
party politics.” However, unless both 
Singh and Gandhi opt for full restraint, 
it is doubtful if in the remaining four 
months of Singh’s presidency, the 
speaker can continue to succeed in 
keeping out of parliament the is 
sue of the constitutional relations be- 
tween the president and the prime mini- 
ster. 

Even if the Congress majority in par» 
liament succeeds in thwarting the © 
sition’on this matter during the curre 
session of the parliament — albeit w 
some loss to its image -— a disgruntled 
Singh could still pose some threat to 
Gandhi. 

Some politicians have speculat 
that Singh could decide to contest for 
election in July without! 
port. The Indian pr ; 
jointly by MPs and state assem 
and he could appeal to dissid 
gressmen and state legislators of non- | 
conp ess governments. The chances of 
Singh’s success are remote ashe is not a. 
popular figure, but the very attempt 
could bog down Gandhi in a domes- 
tic political mess largely of his own mak» 
ing a 
















































































































































No legislation with taxation 
Opposition parties boycott parliament over Nakasone’s tax plan 


By Charles Smith in Tokyo 
apanese Prime Minister Yasuhiro 
Nakasone’s. attempt to use the mas- 
sive- strength of the ruling Liberal 
Democratic Party (LDP) to enact a con- 
roversial sales.tax has done more than 
just seriously damage his personal sup- 
rt rating as measured by public opin- 
ton polls. The tax issue has also inspired 
a parliamentary boycott by the four 
main opposition parties that threatens 
to undermine the government’s entire 
legislative programme for 1987, causing 
problems with major allies, such as the 
US, who are demanding action by Japan 
to boost its economy. 

Forcing through legislation on tax, as 
well as on other key issues such as the 
seriously delayed 1987 budget, is 
_ theoretically possible under the rules of 
Japanese parliamentary’ procedure, 
which allow the ruling party to rail- 
road measures through ‘the house if 
pposition members fail to. attend. But 

lic reactions to high-handed be- 
aviour by the party have been such that 
the government apparently does not 
dare stage the LDP-only parliamentary 
sessions that would be needed to keep: 
business moving. 
This became apparent at the end of 
second week of March when the. | 
P suddenly cancelled public hearings 


held in the house, without their consent. 

The LDP rump in the budget com- 
mittee went ahead without the opposi- 
tion, fixing 13-14 March as dates for 
public hearings and announcing that, if 
further boycotts occurred, the govern- 
ment might be obliged to complete all 
procedures needed to vote the budget 
into law without the help of the opposi- 
tion. But in the week of 9 March, just 
before the public hearings were due to 
be held, the government suddenly 
changed its tune. At a closed-door ses- 
sion of top LDP leaders, it was decided 
to postpone the hearings and to'adopt a 
conciliatory attitude towards opposition 
complaints about procedure. 

Reacting to the LDP’s new ap- 
proach, opposition members turned up 
for a session of the budget committee on 
13 March, but walked out again almost 




























without opposition agree-. 
_ ment, and apologised to the four oppo- 
sition parties for having failed to consult 
them on timing... 

< The LDP’s décision to take a kid- 
gloved approach in dealing with opposi- || 
tion ‘tactics in. parliament contrasts 
sharply with its posture at the start of 
he 1987 parliamentary session, when 

akasone failed even to mention the tax 
issue in a wide-ranging — and in many 
observers’ view — unnecessarily arrog- 
sition of his government’s poli- 
ilosophy. Since 26 January, how- 
vhen the.Nakasone state of the 
nation speech ‘was.delivered, several 
events have ened to bring the party 





























immediately after the committee chair- 
man had failed to respond to a demand 
for a briefing on the decisions likely to 
_ be taken by bureaucrats in administer- 
ing some of the detailed aspects of the 
sales tax. By the beginning of the fol- 
lowing week, the LDP was once again 
attempting to reach a compromisé with 
the opposition in order to resume the 
long-delayed committee sessions. 





he LDP’s decision to give in to op- 

position demands over the timing of 
the public hearings on the budget fol- 
lowed the release of public-opinion 
polls indicating that the party has lost 
substantial support since the end of last 
December, when the party’s tax propo- 
gals first began to draw public atten- 
lis alone would almost cer- 
ainly not have swung the balance away 





_ protest. against-an attemp 


committee chairman to set a date 4 
blic hearings on the budget, lega 
juired to be held before a vot 


- Far more shocking was the outcom 
of a by-election’ in the conservative. 
stronghold of Iwate. prefecture on 8 
March, where the widow. of a former 
LDP incumbent suffered a humiliating 
defeat at the hands of a Japan Socialist 
Party (JSP) opponent, losing by 197,863 
votes to 421,432. 

The JSP victory, the party’s first in 
an upper onse election in the: prefec- 
ture for 25 years, was attributed largely 

to popular dislike of the government’s 
tax proposals —= though Nakasone 
hinted that other factors might also have 
been responsible. The result was all the 
more painful in that a former prime 
minister, Zenko Suzuki, and one of 
Nakasone’s would-be successors, Fi- 
nance Minister Kiichi Miyazawa, had 
been directly responsible for picking the 
LDP candidate and for supporting her 
during the campaign. . 
Because of its dramatic demonstr 
tion of.the way LDP fortunes have d 
clined since elections in July 1986, when. 
the party swept the board with 305 
lower-house seats, the Iwate result was 
bound to cause soul-searching at LDP 
headquarters. 
In practical terms, however, moves 
made a day or two earlier by two mid- 
dle-of-the-road . opposition.. parties, 
which have traditionally: cooperated 
with the LDP in local elections, may 
-have produced even more‘impact,. The 
moves took the form of the Komei and 
Democratic Socialist parties hinting 
that they would not agree to put up joint 
candidates with the LDP at the upcom- 
ing April elections for prefectural and 
city governors if the LDP persisted with 
its hardline attitude in parliament. 

With the LDP now promising to re- 
spect opposition wishes on the timing of 
parliamentary business, the prospect of 
the party being left:to fight alone in the 
April elections appears oto; have. re- 
ceded, though preliminary: soundings 
suggest that even jointly backed LDP- 
Komeito candidates may suffer from 
the unpopularity of the government’s 
tax proposals. But the decision to sur- 
render to opposition demands in the 
budget committee may have brought 
with it more serious problems. 

The prospect now appears to be that 
the budget cannot become law. until 
mid-May at the earliest, leaving an.awk- 
ward six-week gap after the start of the 
fiscal. year during which» the Finance 
Ministry will be forced’to improvise a 
temporary budget and, more seriously, 
putting off the time at which Japan can 
introduce an: economic. reflation pack- 
age needed. to boost the domestic eco- 
nomy: Since the introduction of such a 
package was one of the commitments - 
made by Miyazawa at the “Group of 
Seven” industrialised nations’ February 
meeting in Paris —— in which the US 
agreed to stabilise exchange rates — 
these del i ational as 
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“KLM are always lo oking 
for new destinations’ 


“To improve their business 
connections’ 


KLM flies to 126 destinations in 76 countries. 
‘World-wide. One of the longest networks operated by any 
airline. Yet still they are looking for improvements. 

(BRGY the first direct connection between Europe 
and Sumatra and Bali in co-operation with Garuda Indonesia. 
À services to Vancouver, Calgary, Conakry 
Al 


RY increased scheduled services to Delhi, Taipeh 
RY KLM’’s first non-stop connection between [ERSTE 
Amsterdam and Rio de Janeiro by Boeing 747 Stretched 


and 


Il this as part of KLM’s constant effort to offer ee we 
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THE VERY LATEST 
JNICATIONS 


45°C in the shade, Jebel Al Khashdatt, Oman. 
Omanis can make phone calls from here, to 
anywhere in the world, and never talk to an 
operator. 

Oman has installed a cellular mobile tele- 
phone system in the Capital Area, Salalah, and 
along most main highways. The system gets 
some of its strength from the sun itself. Solar 
panels power isolated radio base station sites. 
The Ericsson-designed power system can pro- 
vide the site with 1500 watts continuously for 
10 days without sunlight. 

The system creates an oasis of new custom- 
er groups for the Ministry of Posts, Telegraphs 
and Telephones. Businessmen now use mobile 
telephones as a part of their everyday life. 

Ericsson is the world’s largest supplier of 4 
cellular telephone systems. 45% of all cellular 
callers call on Ericsson. 

No wonder so many operating companies 
do the same. On five continents, in 22 coun- Y 
tries, including Saudi Arabia (the world’s first 
fully-automatic), Tunisia, China, Malaysia, 
Indonesia, Australia, and New Zealand. 

Cellular mobile telephone systems. The latest 
way for you to keep profits from drying up. 
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Ericsson Radio Systems AB 
S-16380 Stockholm, Sweden. Telephone: +46-87570000. 


MERIDIAN: 
INDISPENSIBLE IN CHARTING 
YOUR COURSE TO THE TOP 





The Meridian Collection: 18K gold or 18K gold and steel. Quartz movement. Water resistant. 


You're on the way; for those destined to achieve, 
Audemars Piguet has created The Meridian Col- 
lection. 


Inspired by the ancient mariners and their deter- 
mination to succeed, this spirited collection is 
designed for men and women who refuse to settle 
for second best. 





Sporty yet elegant, the Meridian features a gently 
rounded face and a supple bracelet that encircles Astrolabe, 16th century 
the wrist with comfort and ease. 


Only Audemars Piguet could fashion a watch so 

enviably thin, so smartly conceived and make it Ap 
$ water resistant. x 
A e : 
3 The Meridian Collection, quartz calendar watches Audemars pj ef 
z ; b ; 
$ for men and women in 18K gold or 18K gold and 
= steel; just one more reason for making the climb. La plus prestigieuse des signatures. 

Sole Ager its and Service Centre: BANGKOK: Tr ) Import Co Tel. 2253.03.60. HONG- -KONG: [ O (HK) Ltd., 3-691 





varoyal (Pte) Ltd., Tel. 221573 SEOUL: : ungsan T ading C 
3793.62. TAIPEI: Aude yet Showroom, Tel. 701.96.39. 
71. SYDNEY: Desco (Austra lia) Pty, Tel. 264-7822 









JAKARTA: Pantja Niaga. Tel, 346071. KUALA LUMPUR: 
Tel 777-3841-3 SINGAPORE: Silvaroyal (Pte 
TOKYO: Desco (Japan) Ltd., Te 
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@ ONOMATOPOEIA, or words that 
echo the sound associated with the thing 
or action they describe, occur in every 
language, or so I would imagine. Lately, 
as [have sat listening, feeling very much 
left out of the conversation, to my wife 
and Tokyo-educated offspring chatter- 
ing (onomatopoeia, that) away in Japan- 
ese while cursing my own failure to push 
ahead with my sporadic efforts to learn 
how to put more than the most simple 
Japanese sentences together, I have 
been forcibly reminded that the Japan- 
ese language must be one of the richest 
— if not the richest — in such words. 

Always repetitive and always writ- 
ten not in the imported Chinese kanji 
characters, but in kana script, they infil- 
trate every conversation. Strictly, only 
some of them are onomatopoeia and 

any have little link to any sound: the 

ct as adverbs qualifying actions, as ad- 
jectives describing things or as words in 
their own right. 
© MANY of them are devoted to na- 
ture and the moods of the weather — 
shitoshito being the way light spring rain 
sounds, while potsupotsu can mean the 
sound of big drops falling (and, by ex- 
tension, it can mean “gradually,” and, 
by a further extension, the process of 
getting very angry) while with zaza, it’s 
pouring cats and dogs (the sound of 
snow falling is konko. 

After the rain, one hears gushing 
streams (gobogobo), which is different 
from the sound of water gushing out of a 
tap (jaja), while water drips from eaves 
and leaves (botabota) which a poet 
might describe as nature weeping a 
ously (poroporo) or crying sorrowfully 
shikushiku). Everyone is soaked 
bishobisho) or damp (jimejime). 

@ THEN the sun might come out all 
shiny (pikapika), making everything 
warm (hokahoka) and dry (pasapasa), 
so that the branches rattle (gatagata) 
and the leaves dryly rustle (kasakasa) 
and the earth sizzles (juju) in the heat 
which strikes as strongly as a bell (kan- 
kan). 

@ SUCH words are properly onomato- 
poeic, but others can as adverbs change 
the meaning of the words. The verb 
warau means to smile or to laugh, but 
depending on which giseigo or gitaigo 
(the correct terms for thes¢ sound- 
words) is used, is dramatically altered 
to mean grin, laugh outright, giggle, 
chuckle or laugh condescendingly. 

The absent-minded (boyaboya) pro- 
fessor always mumbles (monyamonya) 
and speaks hesitatingly (mojimoji), re- 
flecting his kuchakucha or magomago 
(confused) and furafura (dizzy) state of 
mind — just the opposite of being clear 
(hakihaki), self-composed (yuyu) or 
healthy (pinpin). He could well be 
hyokohyoko (tall and skinny) — possi- 
by because he forgets to cat Spe in 
which case his stomach would be empty 








or pekopeko (also used to describe in- 
gratiating servility) — and when he 
sleeps at night, his stomach would go 
gugu, which is also the sound of deep 
sleep. On rising, he could drink thirstily 
arate and rinse his mouth out 
gubugubu) because the inside of his 
mouth felt nichanicha (sticky or slimy). 
è OF course, there are plenty of action 
words too. The flapping footsteps of 
someone hurrying (batabata) sound like 
a drum (dondon or gungun) being 
beaten briskly (sutasuta). An infant, on 
the other hand, whose muscles are soft 
and flabby (buyobuyo) will walk un- 
steadily (chokochoko), toddling along 
(Axakolyoko) unsteadily, while chat- 
tering (bechabecha) glibly (berabera) — 
the infant’s tottering walk being very 
different from the stagger of a drunkard 
(yochiyochi). 

I love the idea of onomatopoeic 
words describing actions which are 
soundless, so that in Japan one can puff 
at a cigarette (supasupa). And they 
even have a word for smoke coming out 
of a chimney — mokumoku — while 
below the family is sleeping peacefully, 
suyasuya, 

è SO, I must be grateful for the few 
words that are so readily understanda- 
ble; when my wife says: “Wait a minute, 
my hair is gizagiza,” I know I'll have to 
wait until she combs it smooth. It will be 
a long time before I am perapera — 
fluent — in Japanese. 

@ A FOREIGNER (always called an 
alien by Japan’s immigration au- 
thorities) could easily feel dokidoki — 
or nervous — on entering the country 
for the first time, particularly if female. 
A leaflet instructs the arrival to report in 
person within 90 days of his or her entry 
at the local city, ward, town or village 
office with two photographs “showing 
the full face in front, bare-headed and 
the bust of a size of 5 cm square.” 

Departing visitors could well also be 

made nervous by a notice at Narita Air- 
port announcing that all passengers 
must pay a “service facility charge at the 
time of check-in for your fright.” 
e A COUNTRY’S gentry, the crème 
de la créme as the French say, might 
have provided the inspiration for the 
brand-name of a cream soup, and the 
very curious verse also to be found on 
the packet — but the suspicion remains 
that they meant gently: 


CEE 
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‘Lady~birds like the nettle 
But 7 do not like the nettle 
‘Cause the nettles 

sting me bad 
‘When T try to 
catch the bug 











The packet was purchased by Anton 
Cole, who spotted another piece of free 
verse, inspired by a Japanese city, on 
the front of a T-shirt: 


KYOTO 


KYOTO 1S DRAMATIC. WONDERFUL AND GOOO 4 TOWN: 
LIKE & SOUTH WIND BY HEALTHY SPORTS 
COME TOGETHER TO WERE '' 
PRESENTED GY 
TERAROYA 
L —_—_ 











Cole also supplies a flyer advertising 
“an exciting night sale,” which might 
have confused the recipients: On behalf 
of Nisso it is the greatest pleasure to in- 
form you of our oncoming bonus sale 
. .. It's a special chance for you to (1) 
Get the Mac Plus Bundle (2) Get instead 
two years warranty (3) Get Hard and 
Soft at 10% to 40% off. 

It would have helped to have known 

that Nisso sells computer supplies and 
was offering discounts on its hardware 
and software. 
@ ANOTHER flyer, from a depart- 
ment store, was sent to Dr Dennis 
Doolin, advertising a drink with a most 
original flavour, called Oshare Neko 
(dandy or coquettish cat): 


-Oshare Neko<i00ml ¥1,950, 
healthy drink which takes odor out from cat's urine. | 
One could of course take the taste 
away — not by gubugubu, but by eating 
some LL-brand noodles, the packet of 
which indulges in some more free PR 
verse: 

Even with the greatest ion in you 

and with the urge to take off, you still try 
to take things slow and easy before you 
start to run, sit down and try LL 
Noodle. 
@ PERHAPS professional golfer Greg 
Norman had been tucking into too 
many noodles, or so it appeared from 
the headline from the Asahi Evening 
News spotted by Tom Gill: 


Norman Feeling Rusty | 
After Too Much Food | 


The news item concerned the busy 
schedule demanded of the pro after his 
victory last year in the British Open: 
“I've just had a little too much on my 
plate,” Norman was quoted as saying, 
And the pitfalls of English idioms re- 
sulted in the headline 

On the other hand, the Japanese ob- 
lique sense of courtesy probably led to 
another headline in the same newspaper 
which could have been the understate- 
ment of 1986: 


Chernobyl Officials Blamed 
For Underestimating Mishap 
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MALAYSIA 


Daim for the wolves? 


Mahathir may have to sacrifice his friend 


By Suhaini Aznam in Kuala Lumpur 


Political survival sometimes means 
having to let old friends go. Indica- 
tions are strong that Malaysian Prime 
Minister Datuk Šeri Mahathir Mohamad 
may have to drop his old friend and ally, 
Finance Minister Daim Zainuddin, from 
the cabinet, in an attempt to consolidate 
his own future position — but not until 
after he has confirmed his leadership of 
the dominant United Malays National 


Tr ganisation ee) 

hatever the outcome of Malaysia’s 
current obsession — the Umno leader- 
ship elections on 24 April—the warning 
bells ring clearly for some kind of 
change, a well-placed source said. 

The post of Umno president has 
never been seriously challenged before. 
The fact that Trade and Industry Minis- 
ter Tunku Razaleigh Hamzah — still yet 
to declare his candidacy officially but 
campaigning hard — has teamed up 
with his own former rival, Umno deputy 
president Datuk Musa Hitam (REVIEW, 
12 Mar.), reflects sufficiently wide- 
spread dissatisfaction within the party 
— personal ambitions aside. Musa 
made headlines last year when he quit as 
deputy prime minister citing differences 
with Mahathir. 


The groundswell against Daim has 
been building up since before last Au- 
gust’s general election, but he was re- 
tained since dropping him then would 
have only vindicated his detractors, and 
Mahathir is known for his loyalty. 

But with the country’s economic 
management being the primary issue in 
the campaign, critics have pointed to 
Daim as Mahathir’s greatest liability as 








First round to Taib 


Dissolution of state assembly deflates Sarawak revolt 


he rebels in Sarawak’s attempted 
State assembly “coup” of 10 March 
seem to have lost the first round. Their 
target, Chief Minister Datuk Patinggi 
Abdul Taib Mahmud, successfully 
t the state governor’s consent to 
dissolve the 48-seat state legislative as- 
sembly three days later, thwarting at- 
tempts by the 28 rebel assemblymen, in- 
ministers, to pass a motion of 
no-confidence in him (REVIEW, 19 
Eue people have the right to d 
€ e have the right to de- 
cide,” said Taib, on his arrival back in 
Kuching from Kuala Lumpur, of his de- 
cision to seek a new mandate almost two 
years before elections were due. He 
mptly appointed a new cabinet — 
‘or with only four ministers left, he 
lacked the quorum for a cabinet meet- 


Anticipating Taib’s move, the re- 
bels themselves had tried to pre-empt 
the dissolution but failed to be re- 
ceived by the governor. State gover- 
nors are appointed by the Malaysian 
king at the recommendation of their 
respective chief ministers and the rebels 


woe quick to point out the relation- 
ship. 

Calling themselves “Bersatu” 
(Unity), the dissident faction — all from 
parties within the federal National 
Front coalition — also sent delegations 
to meet Prime Minister Da Seri 
Mahathir Mohamad, Umno Youth 
chief Anwar Ibrahim and the election 
commission. 

One of the dissidents confided that 
Deputy Prime Minister Ghafar Baba 
had been briefed earlier through his 
old friendship with the dissidents’ politi- 
cal focal point, Tun Rahman Yakub — 
Taib’s uncle and one-time mentor who, 
ironically, had hand-picked Taib when 
he himself resigned as chief minister in 
1981 to become state governor until 
1985. Taib blames Rahman for instigat- 
ing the rebellion. 

Some federal leaders knew of the 
simmering troubles but did not en- 
courage it, stressed one, And if given 
a ie al Rahman would not be the 
federal government’s alternative to 


Certainly Kuala Lumpur would not 





incumbent party president. Daim him- 
self has kept a low profile of late. 

Breaking his own silence as defend- 
ing champion, Mahathir entered the 
rie, gt on its last leg — less than two 
weeks before the close of the crucial 133 
divisional meetings which elect the del- 
egates to the party assembly. 

And typically, he met the challenge 
head-on. On 12 March, his first party 
function, Mahathir entered “enemy” 
country — to open the new party head- 
quarters in Kelantan, Razaleigh’s home 
ground, with Razaleigh as host. 

The welcoming drums, patriotic 
songs and Umno women bearing trays 
of gold leaf, belied the undercurrents of 
rivalry. Four chief ministers, represent- 
ing the chief ministers’ lobby, flew in to 
show support for Mahathir. Kelantan 
Umno officials turned up in full force: 
state party leaders crowded the stage in 
full party regalia, a rich maroon Malay 
dress which clashed oddly witi 
Mahathir’s olive green. 

Breaking customary Malay polite- 
ness to guests, the crowd demonstrated 
their support of Razaleigh in no uncer- 
tain terms — to the point of embarrass- 
ing Razaleigh on the platform. He had 
been received with applause when he 
arrived early to head the reception line. 
Later, as dignitaries were acknow- 
ledged in a string of speeches, some of 
the audience would promptly clap at 
each mention of his name. Mahathir 
looked down the first time, but re- 
mained impassive thereafter at this ob- 
vious show of support for his challenger. 





like to see any ethnic group, other than 
the present Malay-Melanau, ruling 
Sarawak, despite the fact they make up 
only 25% of the population compared 


with the largest single , the Da- 
yaks’ 38%. But after the Sabah ex- 
perience — when the National Front 
backed the wro je Monee lost the 
state in 1985 — Kuala pur is now 
loath to interfere and Mahathir clearly 
told both Taib and the dissidents to 
solve their own problems, as long as it 


was done | y- The dissidents for 
their part, took pains to assure 


Mahathir that their move was not aimed 
at the federal government. 


s news of Taib’s master stroke fil- 

tered back to Kuala Lumpur where 
the dissidents had assembled, they ar- 
gued that Taib should step down on 
ethical grounds. “If you don’t have the 
confidence of the majority in the as- 
sembly, it’s shameful to try to stay on,” 
said one. 

Moreover, Taib’s authority was 
being challenged by all four Sarawak 
National Front component parties — an 
expansion of rum within his own 
Parti Pesaka Bumiputra Bersatu (PBB) 
last year, which had superficially been 
qu when his chosen candidate won 
a vital by-election. 
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fibatrassajent. 
„Speaking, on party unity; Kelantan 
Chief Ainister 
-Yaacob, a Mahathir ally, quoted 
Malay, ‘proverb which teaches tha 
water, when ‘sliced through; will” 
| stop flowing. “Indeed, water cannot 
‘cut off,” Mahathir rejoined, “But wh 





the human heart,” he said. 
sharp message to Razal 
‘supporters not to push him too far, 











ahathir was even more direct two 

Wi days later. Officiating at the Kuala 
Kubu division: meeting in Selangor, 
Mahathir told party members that while 
1 democracy allowed contest at any level, 

; hey shöuld remember that there was 
point in winning leadership of 
a “divided party. Even though victory 
by one vote was victory all the same, 
a leader with only 55% backing would 
not have the respect he needed, he 
said. 

Meeting rumours against him head- 
|. on, he demanded that his critics pro- 
| duce evidence of his purported wealth. 
A house. in Genting Highlands, which 
he has been rumoured to own, belonged 
to Daim, he said. “I have only one 
house [and that is] in Kedah,” he added. 

“If party members want me, I will 
continue to PS. he said. “If party 































This rebellion stemmed from a 
' melange of separate interests — per- 
sonal and. ethnic — making the rebels 
solidarity. all the more remarkable. All 
found the common enemy a useful ex- 
cuse for banding together to obtain their 
separate, and for the moment, non-con- 
flicting, ends. 

Taib had announced a possible 
cabinet reshuffle just days ear- 
lier and the four state ministers and 
three deputy ministers who resigned 

t have assumed they were being 
axed, ested a Sarawak. business- 
man. Others joined the bandwagon 
hoping for quick promotions when the 
group took over. 

Other issues were evergreens: Taib’s 
alleged favouritism in hanging out 
timber concessions; lack of consultation 
with the component parties in his. gov- 
ernment; redesignation of parcels of na- 
tive land to Chinese — all against a 
background of rising Dayak ethnic 
nationalism. 

Underscoring Taib’s Chinese sym- 
pathies, claimed one Dayak, the 
Chinese-led. Sarawak United People’s 
Party (SUPP) declared its support for 
Taib the very day the revolt broke. out; 
only two SUPP members joined the re- 
bels. — 








Datuk Moha d 





-Sarawak’s Dayaks are chafing at 












f c yi e; tell me so, do 
push me dow 
er the 14:15. March. weekend, 
Mahathir and Razaleigh engaged in ver- 
bal hand-to-hand combat for the first | 





time. If there was squabbling within the 
-ranks, it was due to “the father figure in 


Umno” playing favourites with his 
hildren, said Razaleigh in Kuala Lipis, 


ng. 
swollen-heade 


longer touched 


groun 
n | Thus it was time for the me bers to 
turns to ice, it can easily crack. So |_ 


bition, he said. 


The intra-party valey ‘hes: ‘brought 
Umno to a standstill, with all eyes and 
energy focused on. ‘the race: On’ 7 
March, the last but one Umno Supreme 
Council meeting before the elections 
was startling for its brevity — 30 mi- 
nutes. Save for a few housekeeping 
items like choir uniforms, no. one had 
anything to say. 

With half of the divisional meetings 
over, Mahathir appears in no danger of 
being unseated, according to. the con- 
sensus view, Nominations, unreliable as 
they are as a yardstick of eventual votes, 
give Mahathir support from 39 divisions 
to Razaleigh’s 20. 

Nevertheless, the. chief ministers’ 
lobby, which had earlier endorsed 
Mahathir, trooped in to see Razaleigh 
on 5 March, to suggest a compromise 





being ‘ruled by the Malay-Melanau 


minority. Tellingly, only the Parti |$ 


Bansa Dayak Sarawak (PBDS) — 


only completely -Dayak party — took a 


collective stand’ against Taib. The 
others came: as individual. members, 
either breaking party ranks, or claiming 
tacit approval from their respective 
leaders. 

This partially explained the presence 
at the rebel meeting in Kuala Lumpur of 
two federal officials from Sarawak. -— 
Energy, Posts and Telecommunications 
Minister Datuk Leo Moggie chaired the 
night’s meeting in his capacity as PBDS 
president, while Deputy Education 
Minister Bujang Ulis, a PBB vice-presi- 
dent, attended: as “an observer.” The 
PBB has asked Bujan ng to explain his ac- 
tions, while the PBDSY status in the Na- 
tional Front is now being debated. 

Sarawak politicians are diehard 
gamblers. The 28 were stoic about the 
risk of expulsion from National Front 
parties, They now plan to acquire a shell 
party of their own so as not to waste 
campaign: time. waiting for registration. 
An election will allow both Rahman and 


| another strong Taib critic, businessman 


Datuk Salleh Jafaruddin, to make bids 
for state assembly seats — from which 
they could continue the war of attrition 
against Taib. tea Suhaini Aznam 











whereby Raz ; ] i 
teed a vice-president $.position he 
not challenge for the top slot-~ though 
what Razaleigh would have to gain: was 
unclear and he refused, party SOUTCES 
say. 

Mahathir also publicly dismisse 
suggestions of a compromise. “What is 
the compromise?” he demanded rheto- 
rically of reporters in Kuala Kubu, sar 
castically listing the obviously impossi- 
ble scenarios of one-year terms ; 
major contender, or three concurres 
deputy prime ministers so everyon 
could be accommodated. 

In practice, compromise is impe 
ble unless Mahathir deserts his run 
mate, Deputy Prime Minister Ghat 
Baba, aclose Mahathir ally said. Stan 
ing against Musa, Ghafar is facing a di 


ficult task. 
T he race for deputy is neck-and-ne 
and Musa may even have an ed: 
insiders said. A former Mala 
teacher, Ghafar’s simpler sty 
pealed to a generation when teach 
formed Umno’s backbone. But today 
ambitious bumiputra businessmen w 
more drive and international stanc 
their prime minister. Since 
that post is the elected deputy pres: 
of the country’s majority party ral 
than the deputy prime minist 
pointed. by an incumbent chief 
tive, Umno’s deputy president must t 
prime ministerial material, l 
Meanwhile, Umno Youth 
Anwar [brahim, an 














































































sinh 
g the nominations 


three elected vice-president’s posts. 
Everyone, however, assumes he: will 
enter the fray. Anwar’s own aides occa- 
ionally slip up and talk of “when” 
rather than “if” he stands... 
_ Anwar’s move will be a calculated 
gamble. Although the party constitu- 
ion is silent on the subject, political 
ethics will require him to relinquish his 
outh post — which automatically 
akes him an ex-officio vice-president 
before reaching for a higher rung. 
For Anwar, itis a question of striking 
while he has a chance. His meteoric rise 
| Umno: and the government as 
ahathir’s protégé has made him many 
quick friends, and perhaps even more 
instant enemies. Fuelling the rivalry, 
National Front members already see 
Anwar as the heir-apparent. Ten years 
_Musa’s junior, Anwar would block 
everyone above the age of 40 if he 
_Teached the top too early, say insiders 
repeatedly, and many think he should 
learn to: mark time. 
_ But Anwar may not have the luxury 
of: waiting three years for the next 
Umno election, his aides say. Even if 
Mahathir wins, a lot could happen if 
usa and Razaleigh managed to mount 
sufficiently strong challenge. It might 
ot be too late but it will be harder next 
ime; they stress. 
_ And being Mahathir’s blue-eyed boy 
loes not bring automatic influence. The 
rty’s women’s wing endorsed Maha- 
thir and Ghafar on 3 March. De- 
te Anwar’s influence, however, the 
outh wing refused to follow suit. After 
ee hours of debate on. 10° March, 
ar Was Only able to issue a’ state- 
formally supporting Mahathir’s 
$= not amounting toa full en- 
nt of Mahathir. Youth council 
mbers were apparently ‘willing to 
apport Anwar’s candidacy for vice- 
sident, but “you can’t carry. the PM 
30,” one is reported to have'said. 
Unlike the groundswell of the gen- 
eral election, Umno delegates carefully 
calculate the return on their votes — 
has: personal benefits in terms of 
or money — rather than senti- 
lone. Personal loyalties and am- 
ns will guide up to 70% of the del- 
S, Suggested one candidate for the 
cat supreme council. For the rest, 
hoice is between a simple need for 
and the argument that the alter- 
is no better than the present 

















































Li sien ʻi : s 
While Umno ‘has-broken free from 
several Malay traditions of late, its 

mbers are still basically conserva- 

e. Gambling is forbidden in Islam and 
perhaps because of that, Malays have 
st learnt the art of risking all on the roll 
he dice. Treachery, however, is very 
uch a part of Malay political culture, 
bers. are still looking out for 
shiftsandrealignments. gq 

















ng the nomina before deciding 
whether or not to stand for one of the 






















Lee Min-woo: crisis, compromise. 


























SOUTH KOREA 


The worm turns 


Opposition leader’s compromise offer threatens party unity 


By John McBeth in Seoul 


Fo the two years of its existence, the 
opposition New Korea Democratic 
Party (NKDP) has been nominally 
headed by Lee Min Woo; a veteran 
politician who appeared content to live 
in the shadows cast by factional power- 
holders Kim Young Sam and Kim Dae 
Jung. With the two Kims routinely 
placed under house arrest on thé day of 
any demonstration, it is Lee who has 
gone out on the streets to head the 
ritualistic shoving match with police. 

Now, he has had enough. Angered 
over moves to cast him aside at. the 
party’s May convention and embold- 
ened by apparent US endorsement of 
his actions, including a three-hour din- 
ner with US Ambassador James Liiley 
on 9 March, the 71-year-old president is 
pressing ahead with a last throw of the 
dice: an offer to the ruling Democratic 
Justice Party (DJP) to consider its for- 
mula for a cabinet-form of government 
in exchange for constitutional guaran- 
tees of seven democratic reforms. 

When he made a similar proposal at 
the turn of the year, Lee received only a 
cooLresponse from suspicious DJP lead- 
ers and was quickly slapped down by the 
two Kims. The second time around, the 
DJP showed a much greater interest — 
and Lee demonstrated a determination 
that put the Kims in a quandary and 
brought the NKDP into an open:split. 

The opposition has been holding out 


for direct presidential elections, the | 
only chance it sees of wresting power, in | 


the deadlocked debate over what form 
of administration should be adopted 
after-President Chun Doo Hwan ‘steps 
down in February next year. So far, the 


government has refused an NKDP call 


to-hold a referendum on the issue in a 








test of wills which is rapidly: nearing a | 


point where-Chun says he will have to 
make a “grave decision.” 

In the end, Lee and Kim Young Sam 
reached what appeared tọ be. a settle- 
ment in which the. president undertook 
not to. abandon the party’s “unchange- 
able” line in his pursuit of democratic 
reforms. Although there seems to be a 
feeling of resignation among main- 
stream NKDP officials that the DJP has 
the strength to unilaterally push the 
issue through the National Assembly, 
they regard it-as imperative that the 
party retains its purity. 

Lee believes the NKDP’s philosophy 
should. be democratisation before 
power —~the same position Kim Young 
Sam once held.and then backed away 
from in the interests of maintain- 
ing his . alliance: »with Kim Dae 
Jung. South Korea’s best-known politi- 
cal dissident, on the other hand, is ada- 
mant. that power must come before 
democracy and warned that Lee’s initia- 
tive could.lead to the break-up of the 
party. e 

Lee*was motivated in part by the de- 
cision to replace him with Kim Young 
Sam at the party convention — a move 
that gathered ground after he first 
unveiled his controversial. gameplan. 
It.is'also felt he was-embittered over the 
way he has been treated by the two 
Kims: : 

Said one politicalsource: His kibun 
[sense of honour] has been. dealt: a 
severe blow and I think he wants to get 
his own back.” And as Lee himself was 
quoted as. saying: “Even a worm will 
turn if it is troddenon.” . p 
Most analysts agree that Lee was en- 
couraged by the interest US Deputy As- 
sistant Secretary of State William Clark 
showed in his proposal. 


















































$ wi litical leaders. 
ig, for one, was clearly not 
that it came up in his session 
ark..“I told him Lee Min Woo 
“made the proposal without any discus- 
sion with me, not even up until today,” 
he later told.a private gathering. 
~ Seventy of the NKDP’s 90 legislators 
signed their names to a document op- 
“posing Lee's plan. The holdouts includ- 
roversial Chunju MP Lee Chui . 





, 64, and former spokesman Hong. 
k, who is widely believed to have 
ad a-hand'in drawing up Lee’s seven- 
point formula. The others form the core 
elf-proclaimed reformist: group, ` 
ich came out in revolt last November 









KDP, | 

_ Before the apparent settlement out- 
| spoken: Chongju representative Lee 
Taek Hee, 52, told the REVIEW: “Lee 
‘Min Woo] will never give up again. I 
it is-his own philosophy and his 
iwn conviction over how best to achieve 
a solution and I think the Chun govern- 
ment should respond favourably.” Lee 
Taek Hee said that many legislators 
who put their names to the party dec- 
laration, did so only because they feared 
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the hold the two Kims have over | 





they would be dropped as candidates for 
| the. year-end national assembly elec- 
|. tions. 
Moderates in the party mainstream, 
who did add their names to the list, say 
| there may be as many as 30 other law- 
| makersin this category. : 


L Taek Hee laughs at rumours that 
thu Lee Min Woo and the reformists 
had been bought by the government.. 
‘He said he felt the confrontation ap- 
‘| proach adopted by the Kims belonged 
to the 1960s — “they are the worst tradi- 
tion we have” — and said the ‘rapid 
|. modernisation of Korean: society de- 
manded a new air of compromise. 





Woo was prepared to accept some- 
thing less than outright DJP acceptance 
of his seven points, which include con- 


dom, local autonomy, a fairer election 

system, the promotion of two-party 

politics, the release of political prison- 
- ers. and the restoration of Kim Dae 
Jung’s civil rights. 

The Kims make the valid argument 
that though many of the points are al- 
ready adequately addressed indhe coun- 
try’s statutes, government agencies 
have simply ignored them -— and there 
is no reason to believe that will change 
even if they are amended. Also, few ob- 
servers are even remotely convinced the 
administration will contemplate restor- 
ing Kim to full political life. 

The reformists say they sense the si- 
lent majority is fed up with the pro- 
‘|. longed confrontation. “Most people 

«don’t cate what form of government 
+ there-is as long as there is stability,” one 











He indicated, however, that Lee Min | 


stitutional guarantees for press free- | 





‘said»“Qur social structure is very deli- 
cate so we-need pluralism.” 










‘Big hat, small head’ 


Anational security bill is delayed by the opposition 





By Carl Goldstein in Taipei _ 





tions critical of the ruling 
“This law is like a big pn a ST 
head — its content can’t suppo 
grand tle its been given.” | 
Intense debate in committee hearings | ve; ite op 
on 9-11 March revolved around conten- | ils 
tions by the DPP’s 13 delegates in the | i : 
legislature that the security bill was a | 
legally unnecessary and constitutionally | 
unjustified KMT attempt to maintain its 
powers in a disguised fashion. i 
The leadership of the KMT, which | 
enjoys an overwhelming majority in the 
















| 
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320-member legislature, might have 
been able to push the bill through the 
legislature by the end of March if DPP 
objections presented the only obstacle. 
But a substantial number of younger 
KMT delegates elected in last De- 
cember’s poll joined in the criticism of 
the bill as well, saying its vague wording 

would make its enforcement a need- 

lessly contentious issue. | 

In the interests of internal party | 
democracy and to promote a recent 
public image of openness to. criticism 
and © public’ debate, the leadership 
agreed to schedule further committee | 
hearings that may push the ultimate | 
passage of the bill — a foregone conclu- | 
sion — as far back as the end of April. | 
At the same time, sap by some 
DPP members to move the 
venue of political debate on 
to the streets: threatened the 
ruling party’s attempts to or- 
chestrate the pace of political 
change. 

Last October, the KMT 
central standing: committee, 
at the behest of the party 
chairman, President Chiang 
Ching-kuo, promised to re- 
place martial law, in effect 
since 1949, once new security 
legislation could be enacted 
(Revikw, 30 Oct. °86). The 
authorities’ dual. commit- 
ment to lift martial law anda - 
ban on new political parties: 
was the centrepiece of a- 
broad-ranging.. reform. pro- 
gramme. that has- garner- 


ay 1986 n 
(protesting against martial 
law. k 
No formal decision. had 
yet been taken by the’ 
central executive commiltt 
but party sources sald) Uy 
weight of opinion was leaning 
towards launching æ cam 
paign of rallies and march 
around the island against the 
national security WEL ooo 
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na Times newsroom; Soong: multiplication of media voices. 


































By Carl Goldstein in Taipei 

he Taiwan Government is moving to’ 
ease long-standing restrictions on 
e press, 

Last month, Premier: Yu Kuo-hwa 
irected the Government Information 
Office (GIO) to plan the lifting of a 1950 
ban on the establishment of new news- 
papers, and of limits on the number of 
pages newspapers may publish. 

> Government spokesmen took: pains 
o point out that there has never been a 
formal ban on new newspapers. Rather, 
he. authorities temporarily stopped 
granting new licences-— required under 
the Publications Law — in 1950 with the 
passage of an executive order setting 
out wartime restrictions on the news- 
paper industry. A 1955 order limited the 
number of pages to six, citing the need 
conserve scarce foreign exchange for 
buying imported newsprint. In 1974 the 
page limit was raised to the current 12. 
The impending changes came as one 
m that the government was finally 
faking heed of the obvious contradic- 
tion between these rules and the infor- 
matiomneeds of a rapidly A a 4 
society. Critics had been, arguing with 
nereasing effect that the main result of 
existing restrictions was to preserve © 





numerous small, politically more. 
docile, newspapers against. being swal- 
lowed up by the majors. 


Although the restrictions probably 
will not be lifted- for at least three to six 
months, Yu’s order has set-off a scram- 
ble in the newspaper industry. 

Already it has precipitated a major 
shake-up at the ruling Kuomintang’s 
(KMT) official newspaper, the Central 
Daily News. More than 20 top and mid- 
dle-ranking editors have been replaced 
by order of the ruling party's press czar, 





James Soong, according to industry 
sources. 

Soong, 45, who started his political 
career some 10 years ago as President 
Chiang Ching-kuo’s English interpreter 
and secretary, had his status as a rising 
power in the ruling party confirmed last 
month by his appointment as KMT dep- 
uty secretary-general. Soong had previ- 
ously been chief of the party’s cultural 
affairs department, which - oversees 
press affairs and directs the party 
owned media. 

Soong’s house-cleaning activities at 
the Central Daily News — which he de- 
scribed as a strengthening of the organi- 
sation’s “software,” or human re- 
sources, in an interview with Common- 
wealth magazine, a Taipei business 
monthly — came in an effort to enable 
the newspaper to survive in a new era of 
press competition. There was clearly 
much to be done: circulation has declin- 
ed steadily in recent years, and a report- 
er on the newspaper said a colleague 
based in southern Taiwan had told his 
superiors the newspaper was selling in 
produce markets by the kilogram, for 
use as wrapping paper. 

Other effects of the decision to lift 
the ban probably will include the ap- 
pearance of up to three or four new 
dailies and greatly expanded editions of 
existing newspapers. 

The multiplication of voices will 
pressure the government and the KMT 


to ease other controls on the media. | 


Press comment is far freer today than 10 
years ago, yet the party cultural affairs 
department remains active in advising 
editors on how to handle certain sensi- 
tive topics. More common —- and 


perhaps more insidious:—-is the self- | side the pages of the five of six:opposi- 




















censorship many editors and reporter. 
exercise to avoid running afoul of infor 
mal press guidelines. 

As liberalising currents run through 
various sectors. of. society, newsmen 
who have long chafed under the restric- 
tions are growing bolder..One example 
of this. could be seen in news coverage in 
recent weeks. The 28 February anniver- 
sary of a 1947 uprising by Taiwanese 
against mainland rule —- a’subject that 
for 40 yeats:had: remained a forbidden 
topic of public.discussion ~ for the first 
time received wide coverage in some 
local newspapers. 

In another sign of the times, several 
veteran editors and reporters planned.a 
March launch for a new weekly 
magazine to be called The Journalist. 
The aim of the new magazine, which its 
founders hoped to turn into a daily 
newspaper within one or two years, was 
a radical one, by local standards: to re- 
ject the political agendas-of any party, 
whether KMT or opposition, and rather 
gear news coverage to-the objective de- 
mands of political and economic deve- 
lopments. 





he four founders have strong creden- 
tials. Publisher Antonio Chiang had 
spent much of the past 10 years editing 
The Eighties magazine, a now-defunct 
opposition journal published by legis- 
lator Kang Ning-hsiang. Chou Tien-jui 
was editor-in-chief of the China Times, 
US edition, which was closed down 
three. years ago in the. face -of con- 
servative KMT displeasure over itsrela- ` 
tively balanced coverage. Wang Hsing- 
ching was deputy editor, and Hu Hung- 
jen. former city editor of the China 
Times. ; be 
Over the past few years, the forte ofa 
epee of opposition publications has 
een to smash established taboos. With 
personal attacks on the Chiang family, 
open discussion of relations with China, 
and analyses of the military's role in Tai- 
wan politics becoming commonplace in- 




























































on magazines, the effect has been to 
xpand the bounds of permissible com- 
ment for the rest of the press. 

However, the opposition press has 
been hampered by the authorities’ in- 


them down, lack of access to govern- 
ment and KMT sources, and a too sen- 
sat 


minent appearance of ‘The 
ith: its: promise of a more 
pre approach to the news, thus 
_ attract ẹ attention in Taipei than 
might otherwise have been expected. 
‘AS. a pos counterbalance to both 
KMT. and opposition excesses, the 
magazine also managed to garner a long 
list of respected academics and other 
public figures, both independents and 
liberal KMT members, who agreed to 
go on its masthead as advisers. 

There are 31 newspapers around the 
island, but the “big two,” as they are 
known — the China Times and the Unit- 
ed Daily News —between them account 
for-more than 80% of newspaper cir- 
culation of 3.7 million. 

Since Yu's directive, the GIO has 
been consulting with publishers, 
editors, and scholars on the liberalisa- 
tion plan. The main questions under dis- 
cussion included: will the page limit be 
eliminated entirely, or renfain at a 
higher level; should the registration ban 
and page limitation be lifted simultane- 
ously; should the government set mini- 
mum capital requirements for new 
newspaper ventures, and how to recon- 
cile the aims of easing restrictions, while 
still ensuring the continued existence of 
at least some of the small newspapers? 

Although most newspaper com- 
panies here do not release earnings fig- 
ures — and even the circulation claims 
made by most are highly suspect — it is 
generally thought that at most 10 of the 





















































termittently strenuous efforts to shut | 





existing 31 newspapers are profitable. 
The owners of some of thesmaller, local 
newspapers, most with circulations well 
under 50,000, had been holding on, 
some for years, in the hope of recoup- 
ing losses by selling their publishing 
licence. 

‘These hopes have been dashed, how- 
ever, now that the government is pre- 
paring to issue new licences. In the 
shakeout that will follow the end of the 
monopoly for existing licence-holders, 
many of these newspapers are likely to 
disappear. 


he China Times and the United 

Daily News will be the immediate 
beneficiaries of the new regime. The 
two groups monopolised more than 
70% of newspaper’ advertising rev- 
enues, about NT$7 billion (US$200 
million) last year. 

The two newspapers are in the envi- 
able position of having to turn down ad- 
vertising in order to maintain a 1:1 
editorial-to-advertising ratio. With each 
newspaper enjoying circulations in €x- 
cess of 1 million, they will have no trou- 
ble attracting enough new ad revenues to 
maintain the same ratio, even if the total 
number of pages is doubled to 24. 

The chairmen of the China Times 
and the United Daily News, Yu Chi- 
chung and Wang Tih-wu respectively, sit 
on the KMT central standing committee. 
So, their views will carry considerable 
weight as the authorities consider how 
to implement the promise to lift press 
restrictions. Both men want the govern- 
ment to keep its involvement in the 
newspaper business to the absolute 
minimum, 

“We're opposed to any new restric- 
tions,” said Liu Chang-ping, president 
of the UDN, referring to suggestions 
that the government might pass specific 
capital requirements, or even legislate 
type size. “Otherwise the decision to lift 
the ban on new newspapers and the page 
limit will not have had any real signifi- 
cance,” he said. 



























| Since the premiér’s statement i 
| early February, the newspaper. we 

has been swirling with rumours abo! 
| which big business groups may try. 
| start newspaper ventures. Since. | 
| billion in start-up capital probably 


be required, there may not be too many. 
takers. 

Among the candidates were 
Chang, chairman of Evergreen Marin 
Corp., who was said to be plan 
an economic daily; the Wu fami 
owners of the Shin Kong. Insu 
group; and Y. C. Wang, chairman oft 
ormosa Plastic group. 

Several groups in Kaohsiung 
also testing the waters, attrac 
southern Taiwan’s population of- 

















than 7 million. s 
More certain was that the bay 
based Independence Evening $ 


| 
| would start a morning newspal 
| The Post has had a long siri 
| to achieve its current profit-ma 
| status, as the evening spot makes 
| difficult to compete for circulation a 
| advertising with the morning new 
| papers. 
| Perhaps to punish publisher Wu Sai 
lien for his newspaper's surprisingly i 
| dependent, offen critical stance towa 
| the government, the authorities bh. 
| long turned down his requests to publi 
| in the mornings. Editor-in-chief Ye 
| Wen-shuan said the company pk a 
| to continue publishing the evening 
newspaper as well, ; 
| In Taipei press circles, great atten: 
tion centred on how the KMT pre 
reorganises to meet the challeng: 
the more competitive environment 
party press is big business, with | 
wholly or partly owned newspap 
[radio and TV stations, and seve 
| publishing G ge Soong to 
Commonwealth the party's cultural en 
terprises had revenues dast year of 
NT$4.9 billion, bringing a N° 
| lion profit. The party's revenues from 
| the culture business were thus not far- 
| behind the United Daily News and 








aur E a 
ported: annual sales of 
billion and NT$5.1 bil 
tively (1986 figures were:not yet avail- 
able) ~ ; i 
>o The“ main money-makers for the 
MT were its broadcasting operations. 
he newspapers are thought to have 
een Operating massively in the red for 
years. Press observers were speculating 
hether it might become necessary to 
merge or eliminate one or two of the 
smaller newspapers, in order to concen- 
trate manpower and funds on the Cen- 
tral Daily News. 
The proliferation of newspapers 
was certain to put a premium on jour- 
nalistic talent and create new difficulties 
for the KMT press. The news of the gov- 
ernment’s intention to lift newspaper 
restrictions had already set off some- 
thing of a bidding war between the 
China Times and the United Daily 
News, according to several press 
sources, The UDN was said to be trying 
to lure away a number of key CT staffers 
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¿pay packets above its usual rates, 
tich are already the highest in the in- 
ustry. 
When some of the expected new ven- 
ures. get off the ground, this situation 
ould only intensify. Upward pressure 
n. salaries was good news for. jour- 
alists, but not necessarily for the party 
ress, where salaries are linked to civil 
ervice pay scales. 
When CDN was filling the vacancies 
t by the removal of its top editorial 
ff, mat least one case it was forced to 
ely on the goodwill of an ostensible 
al. The UDN gave the party news- 
aper: a chief assignments editor and 
dly continued paying his salary. 
_ With: non-competitive pay ‘scales, 
MT newspapers seemed.likely for the 
ost part to attract the politically com- 
itted and the politically ambitious, 
iho might view the party press as a lad- 
er up the party hierarchy. It was un- 
ear whether these people could put 
outa product that would prove viable in 
ye brave new world of the market 
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Scene from The Time to Live and the Time to Die, 
















CINEMA 








The eye of the camera 
crosses national borders 


By lan Buruma in Taipei 


| s there such a thing as national style in 
cinema? Is there something about Ita- 
lian, Japanese or British films that is 
recognisably Italian, Japanese or Bri- 
tish? To be sure, there are no samurai 
dramas in British cinema or Ealing com- 
edies in the Italian film industry. But the 
fact that some countries have movie 
genres which other countries lack, does 
not prove that cinematic grammar — 
editing, sound and so on — can be as- 
sociated with specific cultures, in the 
way language, or even music and paint- 
ing can. The camera eye is too neutral, 
the art too modern, too international. 
As the Filipino film director Lino 
Brocka said at a recent festival: “We all 
speak the same language.” 

Nevertheless, critics often like to 
categorise directors and their works in 
national terms. Thus, Japanese critics 
frequently point out that Kurosawa’s 
films (even his samurai films) are “West- 
ernised,” while the films by Ozu or 
Mizoguchi. are more “Japanese.” Fel- 
lini’s cinema is regarded as very Italian, 
and Truffaut’s movies as very French. 

This still begs the question of why this 
should be so. Why is Ozu more Japan- 
ese than Kurosawa? Is it the way he tells 
his stories? Is it a matter of timing, of 
pace, of montage? Or of some unex- 
plainable national sensibility? For a long 
time Japanese distributors thought that 
there was no point in showing Ozu’s 
films abroad, as foreigners would surely 
not understand them. 

A Malaysian filmmaker based in 
Hongkong, Stephen Teo, once said that 
it was the duty of Third World filmmak- 
ers to make “nationalist” films, to do 
their bit for modern nation-building. He 
did not mean films supporting govern- 








ment policy, but, rather, works that 
would help form national identity, a 
kind of collective self-esteem. This pre- 
sumably would mean forging a national 
style.of some. kind. . 

To the extent that there are national 
styles, they must have a history. Old 
masters pass on their-craft to new gener- 
ations of filmmakers; particular ways of 
seeing the world or telling stories are 
emulated or rebelled against by younger 
artists. But is this a sine qua non for 
good films? I would say not. 

Two of the most interesting young 
film: directors to have emerged from 
Asia in-recent years happen to be from 
Taiwan, a place with hardly any cinema- 
tic history. at all: Yang Dechang and 
Hou. Hsiao-hsien. Their films reveal a’ 
great deal about life’in Taiwan. And 
both directors have consciously avoided 
that worst of all pitfalls, the contrived 
“international” style, usually a clumsy 
imitation of Hollywood. Some Japanese 
films of the early 1960s affected that 
style, with Japanese: gangsters acting 
like Chicago mobsters. But I would 
argue that: the interest in Hou’s and 
Yang's cinema lies in the opposite of 
self-cons¢ious nationalism; they do not 
attempt to be especially. Taiwanese, 
whatever that may.be, or even Chinese 
~~ they are unself-consciously them- 
selves. 

Technically and thematically, they 
could hardly be more different from one 
another. Hou’s films: are bitter-sweet 
searches into times past, relying heavily 
on his own experiences of growing up in 
a small town. ‘Perhaps his finest film so 
far, entitled Boys’ From. Fengkuei 
(1983),:is: about: three boys who escape 


the boredom of a small fishing village in 






















-4 Kaoh It is not much of a story; 
tle more, in fact, than aslice of life span- 
~ ping a few months, before one of them is 
rafted into the army. l 
<: + But what. richness lies in that slice! 
“The disappointment of a first love — the 
girl disappears to Taipei before love is 
„eyen; declared — is shown without a: 
trace of sentimentality. Hou’s films-are. 
‘models. of understatement. ~ His. 
‘+ naturalist approach, and his extraordin- 
ary eye for detail, draw the spectator 
the lives of his characters. He does 
otinvite judgment, but empathy. 
In 1985 Hou made what is perhaps 
is. best-known, almost entirely au- 
; tobiographical film, Time to Live, Time 
to Die about growing up in a small town 
in southern ‘Taiwan. Like his earlier 
film; the pace is slow, the details rich, 
the quiet naturalism moving. One is re- 
minded of Ozu’s later films, which man- 
ed to say'so much by showing so little 
this, perhaps, is what is considered to 
ve Japanese). 
But Ozu's utter simplicity, his long 

scenes shot from a static camera posi- 
tion (a technique used by Hou as well); 





























-came after many years of shaving aw 
alls excess frills, all unnecess: 
-flourishes of technique. Such. econ 
of means is very hard to achieve 
Hou appears to have mastered it, not 
the result of long experimentation, 
 |vinstinetively. Although Japanes 
‘lence in Taiwan is still strong, Hou h 
not-been directly influenced by the Ja 
anese master. He only saw his first O: 
ilm two years ago, in Paris. 









Bou’s (and Ozu’s) humanism:is not 
Hfashionable. He has no clear m 
sages. His characters are allinsome: 


film; Dust in the Wind (1986), loses his 


is married off to a man with better econo- 
mic prospects. Hou does not challenge, 
or criticise, let alone make a political 
statement against the military, or.the 
government, or even the girl and her 
family. Problems, as inevitable as rain, 
are not challenged, they arc.overcome, 

Yang is quite different. He shows 
what happens to people who'do not ac- 
cept the limits of their social fate. His 
heroes and heroines have cut Ibose, left 
their families and their villages, to live 
in the big city. The heroine of That Day 
on the Beach is a young woman from a 
middle-class Taiwanese (as opposed to 
mainland) family. Her father is a 
Japanophile doctor, who behaves like a 
pre-war Japanese patriarch. She es- 
capes home, secretly marries her lover 
and settles down in Taipei. 

Having cut her family ties and, in ef- 
| fect, her ties to. the old, limited, tradi- 
“tional world, she soon finds out that the 
free, new, urban world is more than she 













‘k and his complete technical mastery 


victims, of poverty, of lack of education, | 
of the draft board. The hero of his latest: 


girlfriend after being called up for mili» 
tary service. Tired of waiting for him, she: 









heroine.asks the mistress whether she at 
least loves him, the mistress replies that 
this is a hard world with no room for 
such things as love. 

o In a more pedestrian film about life 
An the fast lane, there would have been a 
„moralistic message about the wicked 

city.and:the danger of entering through 
jts gates. Yang, however, makes it clear 

thatthe girl had no other. choice but to 
leave the old world — described so nos- 
talgically by Hou — behind, whatever 
the new one might bring. 

. The city may be heartless butthere is 
beauty in it, too. Yang’s camera, never 
still like Hou’s, is constantly probing, 
moving, challenging. Neon advertise- 
ments, office interiors, traffic-clogged 
streets. at night, strobe-lit discos, all 
have a peculiar beauty in Yang’s films. 

` City life is kaleidoscopic, relationships 
are random, reality, challenged by the 


they missed a film tradition to 
upon. Both said they did not. “Euro. 

pean directors are always looking over. 
their shoulders at former masters, 40 
they are always self-conscious,” sa 

Hou. Thisis a problem that Chines 
ists.in other fields, especially painting 
drama and literature experience: t 
be both. modern and Chinese h 




























especially vexing. problem in Ta 
where the dead-hand of Chine 
imposed on artists for politic 















satisfactory art. Even 
novelists, of the so-called 
school,” have rebelled ag 
cial mainland culture and conc 
on Taiwanese subjects, 
spécifically Taiwanese s 
too, led toa self-consciouste: 
| ing artistic development. Neit 

nor Yang sée themselves as “nat 
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Pofa sufficiently large, 
| middle’ class: interested in Tai 

| culture —- as opposed to the of 
| mainland tradition — means that 
ous Taiwanese directors are less de 
dent on international film festivals 3 
art houses to get their work shown 







































(Tan Lu-yuen, star of Time to Live. 





myths of advertising and journalism, 
fuzzy. This. finds its clearest.expression 
in Yang's film The Terrorizer (1986). 

Itisabout a marriage between a dull 
salaryman and a successful novelist (his 
films usually feature strong women re- 
belling against. boring: men). The. mar- 
riage falls apart. rather predictably. 
And the husband ends:up shooting his 
wife and her lover. This is just the bare 
bones of a more intricate story about the 
network of relationships formed ina big 
city, based, not on family, but on ran- 
dom encounters. 

Although quite different in style and 
temperament, Yang. and Hou are con- 
cerned with something quite similar —- 
and here their “Taiwaneseness” counts: | 
all their films are about people facing a | 


whether films, paintings or dance 
teresting is that the interest 
Taiwanese culture, as long as it 1 
sidetracked into scoring p 
is filtered through a truly ¢ 
consciousness. In Taipei, one 
cape American or Japanese influ 
and the tension between mainla 
Taiwanese culture can be creati 
forces people to question themsely 
This might explain, at least par 
the echos of Ozu m Hows cmema, 
best Taiwanese films are not ¢ 
fluenced by Japanese masters 
are in a similar stage of development: 
Japanese films in the first stages of 
Golden Age. It is that rare 
enough people want to see mo 








transition between the old world ruled | reflection of reality, and not as an 

by the family, and the new world whose | cape from it, that cinematic art can 

limits have not yet been clearly defined. | flourish. That stage has passed in Japa 
It is telling that Hou stars in one of | And so Ozus baton, even if subco 









Yang's finest films, entitled: Taipei Story 


sciously, has been handed down tac 
(1985), as. a typical representative of the : 


Hakka from Taiwan. 

































FOREIGN RELATIONS 





an in regional and 
















Paritabra and Soedjati Djiwandono. 


T= four latest collections of con- 
ference papers make up the first 
“post-Marcos” and. “post-economic 
boom” volumes from the prolific Ber- 
keley Institute. “The period of ‘miracle’ 
growth is over for Asean,” it isdeclared 
In. Asean in regional.and global context. 
“The overall politico-economic-social 
fabric [of Asean nations] will become 
ore fragile over the next half decade, 
least ‘until oil and other commodities 





Diplomacy begins at home 
| ‚global context edited by Karl Jackson, Sukhumbhand 


United States-Korea relations edited by Robert Scalapino and Han Sung-joo. 
United States-Thailand relations edited by Karl Jackson and Wiwat Mungkandi. 


Pacific-Asian issues: American and Chinese views edited by Robert Scalapino 
and Chen Qimao. Published in 1986 by the /nstitute of East Asian Studies, Univer- 
sity of California, Berkeiey. US$20 each. 


commitment to Asean is not unques- 
tioned among younger leaders. 

The Philippines under Ferdinand 
Marcos also conducted a “development 
diplomacy” to support domestic needs, 
emphasising foreign trade, investment 
and aid. While this helped Manila re- 
store internal peace, minimise the ef- 
fects of the oil crisis; -participate in 
Asean and stimulate economic growth 
during the 1970s, its ill effects weré felt 











Today, an affluent, developed and 
educationally restructured Singapore is 
relaxed about China: Singapore’s diplo- 
macy has generally been reactive, em- 
phasising. good relations with. nearest 
neighbours —~ Malaysia and:Indonesia 
= which, given the island republie’s ra- 
cial mix-and geopolitics, is: also a re- 
quirement for internal security. Singa- 
pore’s vociferousness on the Cambodia 
issue is said to'refleet its own vulnerabil- 
ity to aggression and a determination to 
develop Asean intoa protective shield. 

Brunei’s foreign policy is aimed not 
only at:securing the independence and 
integrity .of. the. microstate, .but also 
to ensure: that a ‘traditional political 
system. is maintained intact, it- is 
argued. 

The two volumes on US-South 
Korea- and-US-Thailand relations are 
results of “bilateral conferences” touch- 
ing on economic, political, security and 
cultural ties... Within, inevitable; con- 
straints of format; the former volume 











cover from their current p 
deep slump.” 
Relationships between 
mestic politics and foreign. 
irs — whichever happen to 
the more dominant influ- 
ce — -constitute a central 
eme of the Asean volume. 
volume does not pretend: 
offer a general theory on 
«relationships but is 
y when Asean leaders 
anning their first summit 
years. 
è two papers on Thai- 
ree that foreign affairs 
i etnamese occupation 
Cambodia — contributed 
jomestic stability and secu- 
rity by embarrassing and weak- 
ning the Communist Party of 
ailand. But enhanced stabi- 




























Cambodian refugees: enhanced stability for Thailand. 












Č SHOSUKE TAKEUCHI |> 


manages to ‘capture the rise of South 

; Korean nationalism and its in- 
ng anti-Americanism. 
ing with trade friction 
e US, South Koreans 
to be treated as “a sec- 




















egocentric,” but which none- 
“theless are real and grow- 
ing. | 

¿"US and South Korean 
scholars agree that Washing- 
© ton — which cannot avoid in- 
: volvement — will have to.walk 
. atightrope in the run-up:to the. 
“1988 presidential election in” 
South Korea, The US must 















y is not necessarily good for 
emocratisation, it is stressed. The 
ambodia problem has served to 
ngthen the Thai “bureaucratic pol- 
, in’ particular the military, tipping 

1e balance against “democratic forces.” 
> Indonesian President Suharto’s low- 
posture diplomacy — unlike. that of his 
predecessor Sukarno’s — ‘has clearly 
been subordinated to domesticdevelop- 
ment efforts. But this diplomacy is not 

tally reassuring to small néighbours, 
one paper argues. Suharto’s seizure of 
ast Timor — Jakarta claimed that a 
Leftist Timor. would threaten In- 
donesia’s domestic security: was far 

ore costly than Sukarno’s border raids 
on Malaysia. According to a second 
paper on Indonesia, some Indonesians 
re now craving a more assertive diplo- 
acy, and generational’ change in 
ership may affect Jakarta’s foreign 
cy; among other things, Indonesia’s 


















move. not with ‘overt pres- 


increasingly and contributed to Marcos’ | sure but quietly behind the scenes to 


downfall. Many Filipinos agreed with | persuade Seoul to moderate authorita- 


the Left that Marcos’ diplomacy only | 
served the interests of foreigners. : 


Tk paper on Malaysia examines how 
its China diplomacy was related to 
domestic ethnic problems — the local 
Chinese and the communist insurgency 
(which was heavily based on ethnic 
Chinese). There was a desire in Kuala 
Lumpur for an independent and crea- 
tive diplomacy, for which rapproche- 
ment with China was thought necessary. 
Rapprochement was also expected to 
mollify the local Chinese and make 
them more accommodating to Malay 
economic demands. Normalisation of 
rélations with China in 1974 indeed se- 
vered the chains linking China with 
local Chinese and insurgency — though 
suspicions persist. 





rian controls, itis argued: Butthe US must 
also let its concerns be known to the 
South Korean public—without, however, 





| offending the government or making it 






defensive. There is concern that the US 
policy will not” be. effective’ in: the 
face of the ‘stark ‘division that afflicts 
South Korean politics ‘and in the ab- 
sence of a broad support for'a “centrist 

















| position seeking non-destabilising re- 





form.” : 
The US-Thailand volume depicts a 
more relaxed relationship, helped, no 
doubt, by. Thailand’s: political stability 
and development.As one editor of the 
volume. stresses: “Successful coups 
there now require more than a couple of 
colonels and a few tanks; a minimum 

inning coalition must include the king, 
t Army and more popul 
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_ port than ever before.” One author says 
the bilateral relations have, since 1975, 
been “cautious and calculating,” in con- 
trast to the earlier “cordial but distant” 
relations (1833-1945) and “close and in- 
tense” relations (1945-75). There is 
agreement that the emergence of China 

„as Bangkok’s protector is a major factor 
in the current OS-Thailand relations. 

It is interesting that many Thai intel- 
lectuals still look to the US for help in 
furthering their country’s political as 
well as economic development, im- 
plicitly accepting an unequal relation- 
ship. While it is acknowledged that the 
tasks of development must be under- 
taken by the Thais themselves, the US is 
expected to contribute by ‘providing 
economic and technical aid and “giving 
its expressed support to the develop- 
ment of... a ‘democratic’ system.” The 
volume contains a seminal paper by 
David Steinberg on whether bilateral 
aid should stress security or develop- 
ment, centre or periphery, the elite or 
the poor, the public sector or the private 
sector, administrative continuity or ad- 
ministrative change. 


Poona Issues — containing 19 

papers written by scholars from 
Berkeley and the Shanghai Institute for 
International Studies on such topics as 

¿the Soviet Union, Japan, Korea, In- 

dochina, Asean, the Subcontinent as 

well-as Sino-US relations — is the least 
satisfying volume. 

Given that the Berkeley scholars and 
their views are well known, the readers 
would naturally be interested in the 
Chinese views. But the Chinese paper 

on the Soviet role in the Asia-Pacific 
barely mentions Sino-Soviet relations; 
at on Japan’s perspective and policies 
iş competent but unoriginal, and in the 
per on Asean there is no mention of 
the ethnic Chinese in Southeast Asia. 
Instead, these are pious pronounce- 
ments about the achievements of Asean 
countries and hopes that they will “con- 
_ tribute greatly to the establishment of a 
_ new international economic order.” 
Likewise, the Vietnam paper is a re- 
petition of familiar official Chinese po- 
sitions on Cambodia, and the Korea 
paper, while defending Peking’s con- 
_ciliatory policy towards Seoul, pro- 

motes North Korea. “Time and again 
North Korea has explicitly stated that it 
is ‘both unable and unwilling’ to ad- 
-vance southward, that it eagerly hopes 
< to put an end to the long-standing hostil- 
‘ity between the two sides .. . The 
-North's attitude is completely sincere,” 
» it declares. 

Scalapino’s point that the US and 

Chinese scholars are still “getting ac- 

--quainted” is well taken but the question 
remains: was it really worth publishing 
call these papers? Perhaps the effect 
would have been different if the “unin- 
hibited and wide-ranging” discussions 
not included in the volume — were 
also published. — Susumu Awanohara 
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INVESTING IN THE 


CHANNEL ISLANDS 





Safe havens look East 


managers based in Jersey and Guernsey — 


fies o bankers and investment-fund 
the two principal islands in the English 





than operate out of Hongkong has emphasised 
Jersey's stature as the pre-eminent centre for the 
management of international funds. 


Channel — regard the Far East as a sianificant This special feature Tom Veitch, the chairman of Wardley Fund 
and developing area of business for what has was prepared by Managers (Jersey) Ltd, Hongkong and Shanghai's 
become Europe's fastest growing financial Mike Knipe investment subsidiary, says that Jersey will now be 
centre. the focal point of all his company’s international 

Having established themselves as the safest and Ee funds. Wardley has been managing five equity- 


1ost popular of the world’s offshore financial 

2ntres, the two islands believe they are ideall 
suited to appeal to both expatriate workers in the Pa East and the 
legions of indigenous but itinerant businessmen in the region, 
many of whom have financial interests in Europe, own property or 
educate their children in Britain, or simply want somewhere safe to 
invest their savings. 

Government-imposed fiscal controls in many states in the Far 
East, the uncertainty over the future of Hongkong and fears of poli- 
tical instability throughout the region — all are perceived as factors 
that will increasingly bring money into the Channel Islands’ rich 
array of currency and fixed-interest deposits, index-linked securi- 
ties, eyed funds, trustee services and offshore companies. 

The Channel Islands, with their 140,000 inhabitants, may have 
some way to p yet in rivaling Hongkong in the population stakes, 
but they are already sharing with the island a worldwide reputation 
asan offshore financial centre. 

Both Jersey and Guernsey are awash with international funds. 
In the past 15 years the number of banks and financial institutions 
on Jersey has grown to 53, while on Guernsey there are now 45. 
The banks are holding deposits amounting to over US$60 billion 
— compared with US$15 billion 10 years ago — and the cash is 
continuing to pour in. 

The two islands have also become the international centre for 
offshore unit trusts (mutual funds) as well as currency and gilt 
(fixed-interest stock) funds. Of the 750 or so offshore funds which 
most investment managers now refer to as ‘international funds’, 
rather than making a distinction between ‘onshore’ and ‘offshore’, 
some 450 are thought to be managed in the Channel Islands. 

“Even people who have complete confidence in Hongkong’s 
future tend to see the merits of having a separate nest egg in a 
stable offshore base like Jersey or Guernsey,” said a banker. 

The reasons? Political and economic stability, the financial 
infrastructure, confidentiality, ease of access, good communica- 
tions and, most persuasive or all in the eyes of the islands’ au- 
thorities, the institutional integrity that has been established. 

“It is clearly to our advantage,” say John Bradley, managing di- 
rector of Guinness Mahon (Guernsey) Ltd, “that the names of the 
financial institutions here are synénymous with those in London.” 

True enough, seemingly on every other building in the narrow 
cobbled streets of St Helier in Jersey or St Peters Port in Guernsey, 
the names leap out at you — ANZ, Hongkong and Shanghai, 
Standard Chartered, Hill Samuel, Kleinwort Benson, Hambros, 
Rothschild. . . 

In line with the emphasis on the islands’ claim of integrity the 
term offshore financial centre is preferred to the slightly perjorative 
tax-haven. The banks say they are not in the business of encourag- 
ing tax evasion by UK mainland depositors seeking to avoid the 
composite rate tax now charged at source on personal deposits. 
They are busy enough, they say, advising non-UK residents to use 
the Channel Islands as a buffer zone to avoid the need to fill in 
forms to reclaim CRT. 

The recent decision of the Hongkong and Shanghai Bank to 
move the whole of its offshore-fund management to y aan rather 
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based funds in Hongkong and has one gilt fund 

and two additional money-market funds based in 
Jersey, where for some time it has had a minimum holding opera- 
tion. 

Says Vietch: “We have moved the centre of our international 
fund operations to Jersey basically because the island is closer to 
the real marketplace. From Jersey we have easier access to most of 
the western hemisphere. We moved to Jersey at the end of last 
year. It was necessary if we were to be effective in the international 
fund field. I stress the term international fund rather than offshore 
fund because our customers are not those avoiding tax. They are 
expatriates working abroad who wish to save money. ” 

Veitch says that the funds under Wardley (Jersey) now total 
some US$100 million. Five are Wardley unit trusts, two money 
market funds sold mostly in the Far East — Hongkong and its at- 
tendant areas — and a newly launched umbrella fund. Says 
Veitch: “We have made a strong commitment to Jersey”. ¢ 


THE ECONOMY 
Small communities 
with major clout 


he lack of a Japanese bank constitutes one major gap which 
} the Jersey authorities would be keen to fill, says Colin 
Powell, the island's financial adviser : 

Jersey has tumed away three of four applications from interna- 
tional banks because, says Powell, they did not have sufficient at 
tractions to warrant the drain on the island's scarce manpower re 
sources. Jersey, he said, was keen to continue to develop as an in 
ternational finance centre and thus happy to attract institutions that 
were not yet represented on the island. But there had to be some 
selectivity and many applications were now likely to meet with re 


fusal. Over the years there had been a keen show of interest from 
Japan. Fact-finding expeditions had taken place but so far nothing 
specific had eased: 

Increasingly, said Powell, maintaining the status quo in terms of 


the islands’ facilities and environment had become the dorninant 
factors in assessing the benefits of further development 

The major appeal of the islands, said Powell, was their standing 
in the eyes of the international financial community. They had a 
reputation for handling funds in a responsible manner, with high 
standards of accountancy and legal facilities. “These,” said Powell, 
“are not postbox operations.” 

Among the reasons the Channel Islands might appeal to- 
banking clients in the Far East, said Powell, were the attractions 
of the language and the ease of communications. “One of the 
secrets of our success, particularly in recent years, is that quite a 
few private people want to be investing in the City of London, be- 
cause of the skills and expertise of the City’s institutions but do not 
want to be directly involved because of the fiscal liabilities. As non- 


-Offshore Financial Services 
_ from one of the world’s largest 


banking groups 


Banking 















Multi Currency High Yield Deposit 
Account 


Corporate and Private Deposit Accounts 
and Current Accounts 


Loans 
Foreign Exchange 
Trade Finance 


l EE aNG Trustee 
E é , C 
l ; Trust and Company Formation and 


Administration 


Executorship and Attorney 
Administration 


Investment 

Discretionary and Non-discretionary 
Investment Management 

Purchase and sale of securities 

Safe Custody 


HongkongBank is among the world’s 20 largest 
banking groups (in terms of shareholders funds) with over 
1,200 offices in 55 countries. 


The Hongkong and Shanghai Banking Corporation, 


lh ) P O Box 315, St. Helier, Jersey, Channel Islands. 
kr kono Telephone 0534 71460. Telex 4192254. 
KC eBa Inc ated in Hong Kong with limited liabilit 
f mS rank a ncorporated in Hong Kong with limited liability. 
Si Whip, hk ap Copies of latest audited accounts available on request. 


Senior Manager in Jersey: T.R.K. Crozier. 


HongkongBank 4X» 


Jersey, Channel Islands 








To: Marketing Department 
The Hongkong and Shanghai Banking Corporation, P O Box 315, Grenville Street, St. Helier 5, Jersey, Channel Islands 


Please send me further details on your services. 


Name 


Address 





oo oe ' ` s 
at T dB Paes en -< Jaw 


—— a —— 


NEN A ea 9 í y $a rp f 
residents they can enjoy those benefits on an offshore basis. 

“What we are saying is not that there shouldn’t be growth of the 
finance industry in Jersey but that it should be growth without the 
need or the same numbers of additional people”. Computers and 
other techn equipment would help in this respect, said 
Powell, as d greater efforts by the Canon institutions to use 
Jersey as their ‘front office’ while ‘back-office’ activities could be 
conducted elsewhere. 

Powell said he was confident that pric oye ase on Jersey 
could support continued business growth. “One of the things that 
is easier in a small community such as Jersey, is to talk through 
these issues. Policy objectives can be set and the island authorities 
and the financial institutions can get around the table and work out 
a way of achieving them.” 

In no way, said Powell, was island poy aimed at restricting 
growth of the financial institutions in terms of business or at chang- 
ingits nature. Powell said the financial sector accounted for 35% of 
Jersey's GDP, directly and indirectly. Tourism also accounted for 
35% with agriculture, light industry and the income from wealthy 
residents accounting for the remainder. 

“Given the restraints we have because of the size of the island, 
there cannot be any major shift from this. A policy aimed at keep- 

these twin pillars of the economy — finance and tourism — in 

with each other is the one we should follow. 

_ “In the case of tourism, we now have to work pretty hard 

> stand still while in the case of the finance industry there are still 

- upportunities for growth. In five years time | would hope that they 

would both still be the twin pillars of the economy but with perhaps 

then the finance sector providing 38% and tourism 33%.” Powell 

is d of the fact that of the 53 financial institutions in J ; 
49 of them are owned, directly or ultimately by world’s top 

In the past 10 years, Powell pointed out in his annual report on 
Jersey's 1987 budget, the growth of banking business was in the 
backing of international loans. Now the emphasis had shifted to in- 
vestment and private banking; or fee earning business such as trust 
administration, private investment portfolio management and the 
provision of services for institutional and private clients. 

Di i political stability, low rate of taxation and the range and 
stan of financial and legal services available were proving to 
be extremely attractive for this type of business and political uncer- 
tainty in some other offshore centres had served to enhance the Is- 
land's relative attractiveness. @ 


COMPANIES 


Confidentiality, low 
cost — come on in 


ore than 3,500 companies are incorporated. annually in 

Jersey and Guernsey, 85% of them for non-residents. 

This is because the islands’ tax structure and their econo- 
mic and political stability make them ideal centres for trading, in- 
vestment and other corporate activities. 

Channel Islands—registered companies have to file a list of reg- 
istered shareholders once a year and there is no additional require- 
ment to file any form of financial statements. 

As a result, the financial affairs of the company are confidential. 
In addition, the beneficial owner's name need not appear in the 
Public Registry if he uses nominees to hold the shares in the com- 
pany on his behalf. This arrangement means that a very high de- 
gree of confidentiality can be obtained. It is usually a very simple 
matter to set up arrangements to ensure that the company is not re- 
sident for tax purposes in the islands, says Geoffrey Fisher, of the 
accountants, Deloitte Haskins and Sells. 

Another useful feature of the island's company structure, Fisher 
points out, is the facility for companies to be established with a 
significant injection of capital, without having to pay a large 
amount of stamp duty. This may be achieved by issuing shares at a 
premium and it is possible to raise capital, being a combination of 
share capital and share premium of, for example, US$10 million 
z cost of US$50 stamp duty. iuu 

corporation tax company can be used for many purposes, 
Fisher. One of the main ones enables the confidential holding 
ficial owner's portfolio of investments, through a stable 
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base without having to suffer taxation in addition to foreign with- 
holding taxes. These companies can also have the benefit of 
changing the situation of assets for the purpose of avoiding tax 
problems in other countries. D 
If, for example, a person who is non-domiciled in Britain has as- 
sets situated there, when he dies, those assets would normally be- 
come liable to capital-transfer tax. lis 
However, if those assets are held through a Channel Islands com- 
pany, the non-domiciled person will have been holding shares in 
the Channel Island company rather than having direct ownership 
of the assets in the UK. Therefore, his estate will escape tax in the 
UK on those assets and, of course, as no such tax exists in the _ 
Channel Islands, no further tax is payable there. a 
Many companies, says Fisher, are also established for the pur- _ 
poses of conducting trade between one country and another, and 
it is often possible for the beneficial owner to establish a company 
in the Channel Islands to accumulate the profits there, rather than 
in his own country of residence where, for one reason or another, 
they may not be so secure, or may suffer high levels of taxation, 
Companies can also be established for holding copyrights, re- _ 
ceiving royalties and leasing. In all these situations it is important, _ 
says Fisher, to investigate the beneficial owner's tax position in his — 
country of residence, to see whether such an arrangement is feasi- 
ble A 


The absence of party politics and the existence of a widespread 
moderate conservative consensus among both the politicians and 
the electorate makes for continuity and stability. The financial in- 
stitutions in the Islands do not need to wait with bated breath for 
the results of the local elections, said one islander. They know that 
though faces may change, the underlying direction of policy will re- 
main the same. 

Companies formed in the islands to operate externally are sub- 
ject to an annual flat-rate corporation tax regardless of the amount 
of — This has just been raised from US$300 to US$500. The 
US$200 increase has not been welcomed by the finance industry 
beacuse it makes the islands three times more expensive than 
other low-tax areas, but it is the first since 1974. k 

It is estimated that the annual running costs of corporation tax 
companies in the Islands will increase to US$600, not including di- 
rectors and auditors fees. This compares to only about in 
the British Virgin Islands and US$170 in Liberia and Panama. The - 
islands’ legislators argue that the advantages offered in terms of 
political and economic stability, communications and services — 
more than offset the higher costs. i $ 

Reg Jeune, the chairman of Jersey's Finance and Economics 
Committee, believes there will be no great loss of business for the 
island from the increase in the corporation tax. The total numberof 
offshore companies registered in the islands is estimated to be at 
least 14,000 and for the past two years registrations have been 
reaching record levels. . 

The sheer number of companies registered in the islands has _ 
sharpened concern over the relative inadequacy of the islands’ 
company law, which essentially dates back to 1861 with the most — 
recent amehdments made nearly 20 years ago. j 

Now, after more than 15 years of debate, Jersey is about to in- 
troduce a new companies law designed to give protection to those 
involved in companies business while at the same time not unduly - 
ee business. 7 

e draft law has adapted large parts of the UK's 1985 law to- 
gd with provisions from the Ontario and Australian company 
ws 












For the first time in Jersey, the law will create a distinction be- _ 
tween public and private companies, with public companies being 
required to meet many more conditions and disclose much more 
information. Directors of Jersey companies will have to be iden- 
tified in a register available to the public. This, it is argued, will not 
necessarily identify the owners of companies but will make the re- 
venue in order that each island could pay its way as a community 

“There was no intention to create a tax haven, or a low-tax 
vironment,” explained Fisher, of Deloitte Haskins and Sells. 
“But because the legislation was seeking to tax the local po- 
pulation, in general the practice has been not to tax the non- 
residents, so long as he does not trade, As a result, an environ- 
ment has been created which is being recognised by more and 
more people as a place where they can securely base their affairs — 
for little or no tax contribution.” Income tax for residents was intro- 
duced in 1928 when it was set at 2.5%. It did not rise until 1940 
when it became 20% and has never risen since. @ l 
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A home knitted 
investment programme 
can produce some 

very strange results... 












The trouble with do-it-yourself 
investment plans is that they are 
rarely plans at all. Most often the 
principal mistake is at the start — the 
individual investor's failure to define 
his reasons for investing and his 
goals. This is where a professionally 
planned investment approach can pay 
dividends — literally ! 


What to do next 

To find out how MIM 
Britannia can help you create 
an investment plan which 
meets your own objectives, 
simply complete the form 
below and return it to us. 
There is no obligation to invest 
and no cost whatsoever. 

It takes only a few minutes, 
but it could be the most 
profitable time that you are 
likely to spend. 


About MIM Britannia 
International 

MIM Britannia International 
is part of Britannia Arrow 
Holdings PLC, a U.K. public 
company capitalised at over 
£300m with over 30,000 
shareholders. Companies 
within the Britannia Group 
manage investments valued 
in excess of £15,000m from 
international offices in 
London, Jersey, Boston, 
Denver, Atlanta and Tokyo. 
Investment clients include 
pension funds, unit trusts, 
mutual funds, institutional 
and private accounts. 


Define your investment goals 


* Obviously you want to make 
money, but how much, over what 
period of time? 


* Are you interested in capital 
growth? Should it be fast or slow, 
high risk or low risk? 


* Do you need income now from 
your investments? 


* Is safety and preservation 
of capital critical or can you 
afford a degree of capital 
risk? 

Your answers will depend on 
your age, your circumstances, 
your tax position and your 
career prospects. Answering 
them correctly is critical to 
your success as an investor 
or lack of it. 
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.--a MIM Britannia plan fits like a gloveĴSS5 = 


a 
INTERNATIONAL LIMITED 


RO. Box 271, St. Helier, Jersey, Channel Islands. Telephone: Jersey (0534) 73114. Telex: 4192092 





To: Douglas D. Aitken, International Marketing Director N € tod | 
MIM Britannia International Limited ame Un caps 
| PO. Box 271, St. Helier, Jersey, Channel Islands Address | 








| 1. Do you require: Income O0 (a lump sum is required ) | 


2. Do you require capital growth with 
O Security O Some risks O Some income 
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All enquiries will be treated 
in the strictest confidence | 


A member of the Britannia Arrow Group 
Investment Services Worldwide 





| Would you invest regulariyO and/or lump sum O 








Prot+ct atid build 
your wealth 


offshore in Jersey. 


When you bank with Royal Trust you benefit 






ee from the security and experience of one of 
yi Jersey's largest financial institutions and from 
iz, thelsland’s reputation for confidentiality 

LEE _ _ Apart from offering a wide range of deposit 


2 gigs accounts inmost major currencies we also 
PAE. provide: 


= * Foreign exchange arrangements. 

“z= * Loans and guarantees. 

* International investment management. 
* Offshore unit trust investments. 

* Trust and company services. 


















TE 5 Royal Trust a wholly owned subsidiary of 
rob re Royal Trustco one of Canada’s largest financial 
NOAA (ffi ANP : institutions with a credit rating comparable 
oe - Xs, with the major Canadian chartered banks 


For further information about opening an 


services please post the coupon below or call 


DEPOSIT Mr. T. D. Wynn on Jersey 27441. 


RATES 
ROYAL 
TRUST 


Copies of the latest audited accounts available on 
request from the Resident Managing Director 

* Rates correct at time of going to press on 

3rd March 1987 but are reviewed daily 


US Dollar 
One month 
Min USS 10,000 


Z æ Savings accounts with chequing facilites. 


account or details of our other personal financial 


Three months 1 0 J 
Sterling — e a —_— —™ 
Min £5.000 4 Op.a. [mr T. D. Wynn, Royal Trust Bank (Jersey) ia 


Limited, 
PO Box 194, Royal Trust House, Colomberie, 
St Helier, Jersey, Channel Islands 


lam interested in opening an account 
lplease send me details 





Canadian Dollar 3 0 * 
One month 4 
Min CS 10,000 Op.a. 


Please send me details of your other offshore 
financial services (specify.) 


@ No tax deducted 
@ interest paid gross on maturity 
@ Higher interest rates are negotiable 
on deposits exceeding £50,000 
| Wide range of call and deposit accounts. 


Name 


Address 
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Only the very rich 
need apply 


% Ye have to be considered an essential employee or ex- 





tremely rich to settle in the Channel Islands. And even 
wealth will not provide automatic entree. Under the tough 
new yay introduced in J in January, the authorities cut 
__ from 15 to five the quota of wealthy immigrants who will be al- 
lowed to settle each year. 
An individual's prospective contribution to the island's tax re- 
-venues may constitute grounds for his receiving permission to pur- 
_ chase and occupy a house in Jersey. But he will receive permission 
only if he can demonstrate to the housing committee that he will be 
= able to maintain that contribution at the level the housing commit- 
_ tee currently requires. The committee has adjusted this level over 
_ the years in order to regulate and restrict the number of consents to 
_ an acceptable degree. 
___ Although the official limit on wealthy immigrants last year was 
15, the results of the census of population resulted in the Jersey au- 
= thorities allowing in only eight. 
= In recent years the authorities in Jersey have required appli- 
cants to show that their taxable income on the island would be 
comfortably in excess of £50,000, thus ensuring that they will con- 
tribute £10,000 a year to Jersey's revenues. 
However, says Colin Powell, Jersey's Economic Adviser, the 
opr from would-be immigrants at the beginning of last year 
-= was such that the authorities felt justified in raising the financial re- 
= quirements. The granting of consent is not based on the satisfac- 
tion of those requirements alone. Those granted consent in 1986 
were expected to make a minimum tax contribution of £300,000 
~ a year. And, says Powell, past experience indicated that this fig- 
ure be very comfortably exceeded. 
= According to one firm of accountants, assets of at least £1.5 mil- 
lion have been required of anyone even contemplating seeking to 
__ settle in Jersey and with the numbers per year now reduced to five 
the sum is likely to be even higher. 
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FUNDS 


_ Awide choice of 
instruments 


SS hen Standard Chartered (CI) Ltd launched its extra 

A value deposit account aimed primarily at the British ex- 

’ patriates living and working around the world, they antici- 

pated an average individual balance of £1,500. In fact the average 
deposit is over £10,000. Commented Standard Chartered direc- 
tor, Chris Dickinson: “Everyone's idea of the amount you need 
_ readily available tends to be different.” The bank has one particu- 
___ larcustomer, he recalls, who put £1 million on the account to go on 
-ashopping trip to London. 
The pone of the extra value deposit account is to combine 
__ the flexibility of a current account with the high interest potential of 
_ adeposit account. For the customer the advantages include receiv- 
ing monthly statements, having the use of a UK cheque card, being 
able to issue standing orders and direct debits while at the same 
time earning quarterly interest payments without the deduction of 
-composite rate tax. 
Says Dickinson: “The extra value deposit account provides the 

_ group with a base account around which a comprehensive pack- 
age of services, designed to meet the needs of the expatriate, can 
be assembled. These can include fixed deposits, security services 
and offshore funds.” 

> This of account has attracted relatively large sums of 
= money Midland Bank claiming to have £1.3 billion; conn 
_ £800 million, Lloyds £170 million, and Save and Prosper £2 


T n. 

= Nearly 7,000 people now hold Standard Chartered’s ex- 

tra value deposit accounts, 376 of them in Hongkong — the 
hird most active centre after the UK and Jersey — with a fur- 


:,. 


Mheinis ne ee ee A r ra a 


S 


F EN 








VN a o EIEEE AEREN A a ea ai 
Would-be settlers in the Channel Islands have not only to pass 
the wealth test. The contribution they will make on social grounds 
is also a factor. 

An additional restriction that is imposed on those who acquire 
residential property in Jersey on the basis of tax contributions 
(or on “economic grounds” as it is known locally), is that property 
must normally be sufficiently expensive not to affect the hous- 
ing market for the existing local community. Because of the imita- 
tions that have been imposed on new housing development in 
order to preserve the rural nature of the island, there is a housing 
shortage for local residents. The authorities consequently are 
anxious not to deprive any native Jersey family of accommodation 
a they could afford and which would otherwise be available to 
them. 

The consequence is that any newcomer must be able to af- 
ford poe which are completely out of the reach financially of 
the local residents. This means properties costing £2 million or 
more. 

Guernsey and the smaller islands of Alderney, Sark and Herm 
also impose, in their different ways, restrictions upon newcomers 
who move to live permanently in their midst. Guernsey's restric- 
tions are also based on its housing laws but in contrast to Jersey, it 
does not require immigrants to provide evidence of their prospec- 
tive contribution to tax revenues. The housing controls in 
Guernsey are rather more formalised than those in Jersey, prop 
erty being categorised as being either on the “open market” or o 
the “local market” according to whether or notitis available for o 
cupation by immigrants. 

A “local market” property may not be occupied by a new resi- 
dent of Guernsey unless he either has “local market” qualifications 
under the housing laws or has obtained a licence from the housing 
authorities to occupy such a property. Licences for “local market” 
properties for new residents are restricted in number each year and 
they are available only to certain essentially employed individuals. 
Any new resident may, however, occupy one of the higher-priced 
“open market” popen without seeking any permission, 

Responding to those islanders who question the value of allow- 
ing any wealthy settlers at all, Powell stresses that in formulating 
policy, consideration needs to be given to the island's reputation 
for political stability and reluctance to indulge in significant and 
sudden changes of policy. @ 





ther 283 from Singapore, Malaysia, Indonesia and Japan. 

A further relatively simple way in which funds may be invested 
is in one of the numerous offshore investment funds established on 
the islands. The total of funds under management in Jersey has 
climbed from £2.5 billion to £3.5 billion in the year to June. 

Expatriates by the hundreds have decided that the best way in 
which they can use the benefits of their often tax free salaries is by 
investing in an offshore fund which will provide a portfolio of 
shares, gilts, currencies or commodities. | 

The widest spread is provided by umbrella funds which give a 
choice of several sub-funds which invest in different areas. Invest- 
ments can be switched from one sub-fund to another at low cost, 
as circumstances change. 

For as little as £50 a month an expatriate can have the benefit of 
a financial expert deciding where his money should be invested. In 
umbrella funds it is possible to switch from one sub-fund to 
another, at low cost, as circumstances change, or invest in a man- 
aged class of shares, allowing the fund manager to decide the mix 
of sub-funds or when to switch from one to the other. 

Standard Chartered’s Jersey-based Scimitar Worldwide Fund, 
for example, offers a choice of funds investing in European Japan- 
ese, Pacific Basin and worldwide equities, and a European Cur- 
rency Unit, US dollar worldwide, zero coupon and sterling bonds. 

There are estimated to be some 600 funds now available 
worldwide. 

New investors are advised to decide in advance on the purpose 
of their investment, whether they want capital growth, a regular in- 
come or to provide for such requirements as school fees or retire- 
ment incomes. 

Many of the funds are highly specialised and with so many on 
offer, professional advise is vital for the new investor. A variety of 
fund-management 


ps and stockbrokers offer the mana 
ment of portfolios of offshore funds from the Channel Islands. Jer- 
and Guernsey offer the largest selection of international 
86, according to one 


hore funds anywhere in the world — 1 
count. @ 
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~ Accumulatin y 


Like most people with substantial 
» assets, you probably acquired them 


~~ by excelling in a field with which you 


“are thoroughly familiar. 

However, you may well find that 
< investing these assets to achieve 
< maximum safe growth could take 
you into unknown territory. 

We'd like to guide you. 

We created our Investment 


Management Services to provide our 
Private Banking clients with a 


portfolio designed to meet their 
eee goals. It may include shares 

or bonds, or both. You may want to 

diversify into all markets or 
‘concentrate in the U.S., Europe, 


















Japan, Hong Kong or Singapore. 

Whether you're looking for above 
average, long-term growth of your 
assets or wish to minimize risks, we 
can help structure a portfolio for 
you, 

To take the worry completely off 
your shoulders you can give your 
Investment Manager the authority to 
act quickly on your behalf. This way 
he can take advantage of any 
attractive opportunities that arise, 
providing they fit your guidelines 
and meet your objectives. 

However you want to operate, 
you'll benefit from Chase's 
unparalled expertise and global 


access to information. 

We have an Investment 
Management group in the Channel 
Islands. as well, as: Hong Kong, 
Singapore, New York and Geneva. 
For brochures and further 
information on.ourChannel islands | 
activities contact the General 
Manager, Chase Bank and Trust 
Company (C-L) Limited, PO. Box 
289, St Helier, Jersey, Channel 
Islands, Tel: 4453425561 
Tix: 4192209. Or, you may call you 
Private Banker in Hong Kong 
(5841-4666), Jakarta (578-221 5), 
Singapore (530-4447) and1 To kyo 
(470-8240). 







~ OFFSHORE MONEY 
MARKET FUND. 


WE TREAT EVERY 
INVESTMENT LIKE A 
MILLION DOLLARS. 


Standard Chartered. One of Britain's 























largest 
independent international banks. A world teader in 





international money management and currency dealings, 
with multi-currency deposits in excess of £28 billion. 
And with over 2,000 branches in more than 60 countries. 































in fact all the credentials you're looking for if you're 
planning to invest in the offshore money market. Choase 
between ten Standard Chartered funds. All offer the 
security of a Jersey based bank, and the advantages 
of significantly higher interest rates avaliable to the 
company on the interbank markets, narmaliy only 
available to investors placing sums equivalent to US$ 1 
million or more. 
And yet the minimum deposit is only £1,000. 

CURRENCY FUNDS 
These funds are for those who prefer to manage 





their own portfolio of currencies. There's a choice of 8 
~ Sterling, US$, Can$, Aus$, Deutschemarks, Swiss 
Francs, ECU and Yen with no initial charges. Switching 
currencies when you think the moment is right 
couldn't be easier, and there's the flexibility to realise 
your holdings when you want to at short notice ~ just 
two days. 

MANAGED FUNDS 
You can put the vast experience and expertise of 





Standard Chartered Managers to work on your 
account by investing in the Managed Funds. Tne aim is to 





maximise growth by balancing interest rates with rates 
of exchange and with the help of 20 dealing rooms 
around the world, providing up to the minute market 


information round the clock, Standard Chartered 








is particularly well placed to meet that aim. Management 















charges and fees are iow and you can realise your 
holdings with just two days notice and choose the 
Dollar or Sterling fund depending on how you 
measure your wealth. 





To find out more, just cat! Allan Wong on 
§-243037/5 8444283 or simply fill in the coupon below 
and we'll send you a Fund Prospectus. To: Mr Allan Wong, 
Standard Chartered Bank {C.i} Ltd., F Gloucester 
Tower, The Landmark, Central, Hong Kong. 








mman mm ama e im teal a NONE SOR ae ene a aA ae i a D o e NU SN m aE 








Piease send me a copy of the Fung s Prospectus and Agplicaton torm Audited accounts are available on request 
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By Louise do Rosario 
Cc outstanding foreign debt is 
estimated to have nearly tripled-to 
: US$25-27 billion between 1983 and 
171986 — a spectacular rate for a country 
"i> which until recently had minimal exter- | 
| nal borrowings. Although the country’s 
| debts are still far less than those of trov- 

bled Latin American debtor countries, 
| there is growing anxiety among conser- 
vative Chinese planners as they. try: to 
cope with complicated issues associated 

with a much larger loan portfolio and a 

savy load of short-term obligations. 
: officials have warned China | 
| mat its “external debts are no longer 
light, its debt structure is irrational and 
that its debt management is not well 
coordinated,” said Bu Ming, former 
president of the Bank of China (BoC), 
‘at arecent seminar in Canton. © 
























_| > Peking’s immediate response to the 
| situation is a further swing towards re- 
centralisation, leading to even tighter 
controls on already hard-pressed na 
tional foreign-exchange expenditures 
| and on external borrowing by all levels 
of government. Another possible, 
-though more distant, outcome of this 
debt pressure is the downward adjust- 
ment of China’s target to borrow 
US$25-30 billion within the Seventh 
ive- Year Plan (1986-90). In view of the 
rrent resurgence of political conser- 
t appears that Chinese officials 
| will boast less about this figure and 
| speak more about self-reliance. 
1 "The domestic debate on the merits 
i and demerits of foreign borrowing is ap- 
parently still alive, though reform- 
minded economists advocating more 
borrowing dominated the national 
media for a while last year. The current 
orthodoxy seems to have been 'set out in 
-a lengthy commentary which appeared 
in the People’s Daily on 14 February. It 
argued that foreign borrowings are an 
“essential supplement” to China's eco- 
nomic ‘development, ‘It quoted: exten- 
sively a 1973 speech (also reprinted in 
full on the same day) by veteran party 
leader Chen Yun, who then said the use 
of foreign loans did not conflict with the 
principle of self-reliance. aR 
The article, however, warned that 
China should not become heavily de- 
pendent on foreign capital or else it 
would be trapped in the same “vicious 
circle” as the heavily indebted develop- 
ing countries. As Chen said in 1973, it 















| continued, “when your reputation is 
| good, people [bankers] court . you. 
When it's bad, [the creditors] will press 
au to repay.” Chen, a politburo:stand- 


China is worried about its rapidly mounting foreign debt 


In the big league 


vice ratio is estimated to bewre- 
‘golatively modest 8-10%. Al 
-the many concessional loar 
cluded in the total debt will no: 
have to be serviced for ma 






CHINA'S GROW! DEBT BURDEN & 
{ } 








China's official estimates 

















































174 million borrowings trom banks, and other credits such as 











mittee member, is a highly re 
conomist. whose economic 
ear to have regained popular- | 











n iy: i 
ding to IMF estimates avail- 
diplomatic sources, 
d and outstandin: 
w from US$9.61 billion in 198 
$19.88 billion at end-1985. Inde- 
pendently, the World Bank puts the fig- 
ure for end-1985 at US$20.6 billion, or 
30% more than official Chinese esti- 
mates (given only to international lend- 
ing agencies and not made public) of 
US$15.83 billion. The latter includes 
bonds (US$1 billion), inter-governmen- 
tal loans (US$3.6 billion), borrowings 
from banks (US$1.17 billion), short- 
term debts of less: than one 
(US$6.42 billion) as well as various 





able — through 
di 











to one banking source. 





hinese figures show that short-term : 
scally from 









US$1.37 billion in 1984 to U 
lion in 1985, the year wher 
corded extraordinary g 
economic sectors. Foreign 
lieve the BoC was then b 
























Adding in estimates of Peking’s bor- 
rowings last year, Western bankers and 
diplomats put China’s foreign debt at 
end-1986 at US$25-27 billion. China an- 
nounced recently it had concluded 
US$6.93 billion worth of loan agree- 
ments in 1986, US$4.83 billion of which 
has already been drawn down. . 

Western’ bankers say whatever the 
final figures may be, there is little cause 
for alarm for a US$20 billion-plus total 
foreign debt, given the size of China's 
economy and the country’s. potential 
borrowing and foreign-exchange earn- 
city. China’s current debt-ser- - 














year. The BoC’s foreign-exchang 
anéé, which is a gross rather tha 
figure, thus grew from US35.48 
in mid-1985 to US$9.27 billie 








change reserves (whict 
BoC’s foreign-exchange balance ant 
the- state treasury’s foreign-exchang 
holdings) have stabilised at 
US$10-11 billion since end-1 
state treasury’s forcign-exchang 
ings, meanwhile, depleted rapidi 
US$8.22 billion m1984 to USS. 
yend: 1985 and US 
1986: 



















$2.26 billion by _ 


















Japan 

exchange’ rate was. ¥ 
; against the current ¥42:Rmb 1. Chi- 
nese repayment of Japan’s Ex-Im Bank 
credits has just started while re- 



























about two years. Most Chinese yen 
bonds are due to mature in the early 
1990s. ye 
. -The past two years have been extra- 
‘ordinary in China’s borrowing his- 
tory. ; 

A total of 18 bonds and certificates of 
deposit worth a combined US$4.1 bil- 
lion (¥290 billion, Dm 300 million, 
-US$900 million and HK$700 million), 
were floated (mostly in Japan) in 1985: 
and 1986, compared to only one issue in 
each of the preceding three years and 
none at all prior to 1982, s 


mercial loans were also arranged last 
year for energy, property and transport 
projects. These loan packages include a 
US3475 million loan for the Pingshuo 
coal mine being jointly developed with 
Occidental Petroleum: of the US; 
_ U$$215 million fortwo coal-fired power 
plants in east China, and HK$3.1 billion 
(US$397.4 million) for the Shajiao 
power plant in Shenzhen. According to a 
apanese press. report, China overtook 
outh Korea for the first time as the 
argest borrower in the region last year. 
his flurry of activity reflected the 
er national mood of the. time and 


No more 
friendly deals 


Peking’s commercial paper 
3 too finely priced 




























By Elizabeth Cheng in Hongkong 
C hina is expected to tap international 
# capital markets more this year than 
in the past to finance its substantial 
trade deficit. Having made initial forays 
into. the West German ‘and London 
ets last. year, Bank of China 
officials indicated that now they 
would like to issue bonds.on US capital 
markets. 
Japan and Hongkong continue to be 
major. funding. sources for China 
apan, for example, remains the key 
market for China’s debt offerings), but 
'eking is keen to diversify further, not 
least to try and find alternatives to its 
large _yen-denominated -commercial 
aper debt. oo pT a 
e majority of Chinese institutions, 
however, will face problems in getting 
its paper accepted on world capital mar- 
ets, one US banker said. Only the BoC 















130:Rmb 1] 


payments to the OECF will begin: in 


A number of large syndicated com-. 


|Chen: debt survey. — 


restrictions. 





guaranteeing all Chinese external loans, 


a list of more than 50 large corporations 
and local investment institutions (inter- 
national trade and investment corpora- 


foreign loans. China was, however, not 
able to come up with the necessary 
infrastructure in time to support this de- 
centralisation of the power to make 
foreign borrowings. 


T. People’s Bank of China (PBoC, 
theoretically required for all Chinese 


loans, had neither the manpower nor 
the expertise to monitor closely each of 


























qui tunity provided by 
relaxed central control — before Peking 
clamped down hard again with tighter 





_.In a bid to mobilise local initiatives 
and to lighten the BoC’s burden of 


the government in the early 1980s set up | 


tions, or ITICs) to act as guarantors of 


the central bank), whose approval is | 












us ley 

: lume of 
foreign debt grew, Peking’s central 
bankers have had to muster quickly un- 
familiar and complex debt-management 
techniques. 

_It was only in April 1986 that the gov- 
| ernment appointed the State Admini- 
stration of Exchange Control (SAEC) 
| under the PBoC to coordinate all 
foreign loans. The World ‘Bank and 
IMF are currently assisting SAEC to es- 
tablish a computerised system to 
monitor the country’s external borrow- 
ings. 

PBoC president Chen Muhua said in 
early February that the country is to 
conduct a survey of the nation’s foreign 
debts this year. She also warned that 
' foreign-exchange expenditure. and 
foreign borrowings will be strictly moni- 
tored, and only projects deemed worthy 
by the central authorities will receive 
funding. 

Analysts. believe guarantees fc 
foreign loans, never easy to obtain in 
the first place, will be more difficult to 
get in future. Potential borrowers will 
probably have to submit more detailed 
project feasibility studies and to go 
through more bureaucratic layers. Most 
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year. “Many of the BoC’s sister banks 
are not rated anywhere and are relative- 
ly small,” he said. “Investors have a 
wide choice nowadays and they would 
rather go for the top 50 banks in the 
world; banks outside those will trade at 
a discount.” 

Chinese-name dealsalso carry the 
stigma of being viewed as “relation- 
ship” lending; many deals were priced 


| at finer rates than AAA names such as 


Dai-Ichi Kangyo would receive. But re- 
cent Hongkong dollar issues by Chinese 
entities are “fairer” priced than earlier 
ones, the banker said. Another problem 
in pricing a Chinese issue is the difficulty 
in assessing the credit risk of provin- 
cial or state borrowers. The Chinese 
are seen as tough negotiators with lit- 
tle understanding of the secondary mar- 
ket. 

With no credit rating .system in 
Hongkong, paper issued through Hong- 














highly rated, ranking 41.among the 
orld’s top banks in- asset terms last 





| kong by non-BoC entities has little ap- 


peal to the market. “Investors look for 





r banks whic 





of the 20-odd local ITICs, which have 
never been able to exercise effectively 
the authority given to:them in finan- 
cial matters, may even be downgrad- 
eg in importance, one analyst suggest- 
ed. tan AA 

Some foreign bankers welcome this 











two things in an issue — security and 
liquidity. Chinese issues, with their low 
and unattractive interest rates and 
illiquidity, are not at all popular with 
investors,” one trader said. Many 
underwriters of Chinese names haye re- 
sorted to buying back some of the paper 
for repackaging into more. acceptable 
deals. E tel ae EI a 
One US banker said he sat on one is- 
sue for four months before he managed 
to break even on the deal. Since then, 
he said, the position has improved be- 
cause many more of the Chinese banks 
have become investors themselves. 
H ackles were raised recently in bank- 
Wing circles when the Shanghai-based 
Bank of Communications, despite an 
informal. moratorium on new issues 
among major players, went. against ad- 
vice and launched a HK$200 million, five- 
year -certificate-of-deposit issue. This 
was blamed for the market’s current set- 
back and was regarded as an irresponsi- 
ble act on the part of the issuer, t ough 
there were a number. of international 
banks. which joined the underwriting 
syndicate. It is widely understood. that 
underwrite Chinese is- 
sues. do so for relationship rea- 
. One Hongkong banker said: “If any 
other new issues had come to the mar- 






















































anker suggested that 
a should restrict the number of 
inese institutions allowed to issue 
onds overseas to two to three a year. 
“Almost. all provinces want to try out 
the international capital market but 
only a few are well-prepared for it,” he 
said. 
~*~ Foreign bankers do not expect China 
to reduce its volume of borrowings this 
year. To date, four bond issues have al- 
ready been or are planned to be floated 
‘soon. Rather, there will be a more 
«measured rate and a more centralis- 
ed approach towards what some see as 
the “fragmented” borrowings of the 
past: 
~~ China is also likely to search even 
more aggressively: for concessional 
loans. It -has-already asked Japan to 
speed up disbursements of the OECF’s 
maining commitment for 1984-90 and 
at China more in the agency’s next 
“wan package. There are also hopes that 
the World Bank will double its credits 
“Veto China’ to reach US$2 billion by 
-< 17 1989-90, 

HP <The Asian Development Bank is- ex- 
pected ‘eventually to extend an annual 
‘US$300. million to its new member. 
ymimercial loans will again be the low- 

priority, despite arguments by 
foreign bankers that such credit 
facilities are more flexible and competi- 





‘ates. 


ket then, there would have been a total 
boycott’ by bors players, but 
mship again people 
pport the [Bank of Communications] 


oe BoC paper is generally well-received 
| in Hongkong, while response to China 
International Trust and Investment 
Corp. (Citic) issues has improved, ac- 
rding to bankers. Other issues by 
lesser institutions such as the Bank of 
“ Communications, National Commer- 
_ | cial Bank and Kwangtung Provincial 
J Bank do not trade well. 
-| [Last year, Chinese institutions in 
i Hongkong g launched six Hongkong-dol- 


HK$1.2 billion, and two US-dollar, 
fixed-rate issues'for a total of a aca 
‘million, compared to only two 
|: kong-dollar issues (totalling a 
million) in 1985, 
Most of the paper Chinese institu- 
tions issued in Tokyo last year was 10- 
€" 12-year yen bonds. The market in 
` Chinese paper in Tokyo is considered 
generally to be more active and liquid 
than in Hongkong partly because bet- 
ter-quality issuers go to Tokyo, bankers 






cc} Tianjin International Trust and Invest- 
«(ment Corp., which all fall within the AA 





i Investors Service Inc. 


MICRAN LFR MAREN sald 


ive, given the current low interest | 


were willing to | | 


“Jar, fixed-rate issues for a- total of 


say. They include the BoC, Citic and the , 


| to AAA range, as rated by the Nippon | 
g| the new version. 




















Taking the middle road 


US politicians unite in support of new trade legisiation 






By. Nayan Chanda in Washington 
maced with a record US$148 billion 
“trade deficit and declines in industry 
and ‘agriculture, US. legislators are 
throwing off their partisan differences 
and putting together a tough but not 
overtly protectionist omnibus trade bill 
that President Reagan may eventually 
sign into law. 

: In a’surprising show of unity, both 
Democrat and Republican members of 
an influential House subcommittee on | 
trade unanimously passed on 12 March | 
a modified version of the omnibus | 
House trade bill (known as HR-3), tak- = 





through other committees before reach. | 
ing the House floor in late April. Attera 
similar process of review by comin 
tees, d senate trade bill will Ge te 
in August before joint legislatio 
to Reagan. 

Voting on an amendment proposed 
by Congressman Richard Gepha: 
presidential candidate, whi 
that Japan and other 
partners which have “exce 
warranted bilateral trade $ 
forced: to reduce their tr 
10% a year for four ye 



































ing out the most offensive elements and 
incorporating some administration pro- 
posals. The new version of the trade bill 
toughens sanctions against “unfair” 











said miner idea behind De ame 
would eventually have to be ad 
simply because legislators’ patience 
runout. 

Under the modified version, the Ip 
ternational Trade Commission 
and the US Trade Representative | 
(USTR) will determine whether certain 
countries exceed, a certain tnade-sur: 



























cessive surplus in bilateral trade 
USTR will have six to ne 
negotiat hi 
to.alter the 
which wil 
| amount attribute 
no agreement is reach: 
‘would be required to ret 
amendment to the bill makes vio 
of copyrights and patents by a country 
tantamount to unfair trade. 
A new provision which takes the 
beyond’ pure trade legislation 
monetary issues could affect i 
South Korea and Tai 
the US president tode 
a country is main 
and bilateral cu 





























trade practices and attempts to limit US 
imports without imposing quotas. 
However, the bill limits the presi- 
dent’s negotiating authority for the next 
Gatt trade round in a bid to maintain 
| congressional leverage over trade nego- 
 tiations. Reagan. would have to accept | 
many restrictive aspects of the bill in 
order to obtain. authority to negotiate a 
liberal regime. The question is, as one 
trade expert put it: “Will the cost of get- 
ting new trade negotiating authority in 
terms of trade restrictions be potentially 
offsetting to trade liberalisation?” 
According to Dan. Rostenkowski, 
Democrat chairman of the House Ways 
and Means Committee; the bill repre- 
sents a “toughening of our trade policy, | 
but it does it in a way thatopens.markets | 
without the frightening word of protec- | 
tionism. In the past our trading partners | 
{ 













tive strength in world markets. If th 
president finds that is the case, he mu 
negotiate to obtain a more rea 

rency alignment and, failing aly 
would:impose ar exchange rate. 
sation tariff as proposed by Gephardt, 
The House bill provides for manda 
ory retaliation (under section 301 
against trade-agreement violations and 
other “unjustifiable” practices. Export 
targeting (as, for instance, the spe 
national and mdustry export tar 
yearly in South Korea) would also. r 
quire. retaliation unless ihep 
determines it would not be in ther 


the USTR one ve 






















have asked for more. time and we have 
been overly. generous in giving it -to 
them. Well, if Tread this.congress right, 
the time is up,” Rostenkowskisaid. 
Both senate leaders and administra- 
tion officials have 










“the wade welcomed 
e trade bill will go 















Once the president accepts such a deter- 
. mination he would have six, rather than 
three months as originally proposed, to 
seek a negotiated solution. ` 
One. problem with the trade bill, says 
a congressional source, is the definition 
_ of “unfair” trade. He fears that by intro- 
ducing new criteria such as worker's 
rights or natural resources subsidies, the 
matter is being made into a political 
otball. There is fear that new defini- 
ns emerging from different legisla- 
_ tion such as the textiles and footwear bill 
could further complicate the legislation. 
`.. The textiles industry has succeeded 
< inintroducing an amendment to the om- 
o nibus. trade bill which would proclaim 
that the US textiles sector has been in- 
-jured by foreign competitionand would 
require the commerce. department to 
limit imports to the 1986 level through 
globai quotas: The quotas would be al- 
wed to increase by 1% ayear, and ex- 
porters affected by the quotas would 
be compensated by gradual lowering of 
riffs over a five-year period, as re- 
uired by Gatteo- 0 6 
Section 201. of the trade bill on assess- 
ing the injury to US industry from un- 
foreign ‘competition is somewhat 
oderated. Domestic factors would be 
separately evaluated to determine in- 
jury and not lumped together with the 
foreign factor. After having determined 
that a petitioning industry deserves re- 
lief, the ITC will consider support for an 
tment plan that would restore the 
try’s long-term competitiveness. 
ITC could recommend tariffs, 
global quotas and bilateral or multilat- 
egotiations. The USTR would be 
uired'to provide some form of relief 
injured industry:unless the provi- 
of such threatens US national secu- 




















































Atiother amendment introduced 
ith the bill enlarges benefits to work- 
rs under the trade adjustment assist- 
ce programme. The proposal, to.cost 
$60.70 million a ven, Would provide 
o US$4,000 for the retraining or edu- 
on of a US worker who has lost his 
job because of foreign competition. The 
orker could also get a wage subsidy if, 
because of foreign competition, he is 
forced to take a job at a lower wage. 


bill rejects an administration re- 
est: for <permanent authority to 
otiate and enter into trade agree- 
ments and the automatic ability to “fast 
track” the implementation of ‘agree- 
nents. Instead, it provides for. four- 
year, non-tariff implementation to coin- 
cide with the conclusion of the Gatts 
ruguay Round and six-year tariff 
p mation authority on-all products 
with a maximum of 60% reductions for 
jport-sensitive products. 

-For the legislators, the issue is not so 
uch what trade: regime emerges five 
hence, but how the US. economy 
snow. They are working to pro-t 








‘bring Reagan’s veto. . 

Much of the US trade frustration is 
aimed at Japan, which with its US$58 
billion surplus, alone accounted for 
34% of the US trade deficit in 1986. The 
fact that as a result of yen revaluation, 
unemployment is rising in Japan and has 
stiffened Japanese resistance to change, 
is adding to the tension. The US is angry 
that its agreement with Japan last July 
on access to Japan's semiconductor 
market has not worked. 

Moreover, Japan has also virtually 
excluded US firms competing for lucra- 
tive contracts in the US$8 billion Osaka 
airport project, the US feels. And the 
US alleges as well that despite the 
superiority of its supercomputers over 
Japanese products, the Japanese mar- 
ket has been partially closed to US 
machines. 

There is increasing awareness, how- 
ever, that the problem the US is facing 
does not lend itself to a magic solution. 


Rostenkowski: ‘the time is up. 





Despite the drastic devaluation of the 
US dollar against other major curren- 
cies, the trade deficit continues. Ros- 
tenkowski acknowledged: “America is 
in the middle of a basic economic transi- 
tion, every bit as wrenching as the in- 
dustrial revolution . . . For thousands, 
the sad truth is that our outdated and in- 
efficient factories. will never produce 
again. But that does not mean that the 
workers will not produce again . . . 
Helping them acquire the skills needed 
in this new economy is a government re- 
sponsibility.” 

The Reagan administration is claim- 
ing to do exactly that ‘by proposing to 
make US industry competitive. There 
is, however, considerable scepticism 
about the practicality of such grand 
plans. A senior economist in congress 
says the three policy tools essential 

| for the administration to put the com- 
petitiveness policy into effect are cut- 
ting the budget, increasing taxes and in- 
creasing spending on such things as edu- 
cation. But none of these are avail- 
able. go 








Chips may 
fly again 


US accuses Japan of cheating 
on dumping pact 





By Charles Smith in Tokyo 


Tr dispute between Japan and the 
US over two-way trade in integrated 
circuit (IC) chips, which seemed to have 
been settled last Séptember when the 
Americans agreed not to press anti- 
dumping charges against Japan in re- 
turn for the adoption of a system of “fair 
market value” (fmv) prices based on Ja- 
panese production: costs, could be on 
the point of breaking out again in an ag- 
gravated form. 

The US Department of Commerce 
has accused Japan of undercutting tl 
fmv system by shipping chips to thi 
countries mainly in Southeast Asia- 
which then re-export them to.the US at 
dumped’ prices. Japan-has been given 
until 1 April to stop this practice or face 
retaliation. 

The retaliation could take the form 
of anti-dumping charges against the 
four Japanese companies (Hitachi, 
NEC, Fujitsu and. Toshiba) which are 
accused of bypassing the fmv system, or 
possibly something. ».worse. | The 
Semiconductor. Industry. Association, 
which represents US chip makers, is 
said to be lobbying for the imposi- 
tion of punitive tariffs on Japanese com- 
puter imports. : 

Major Japanese chip makers admit 
that their chips are being,sold.in the US 
at less than the fmv price level through 
what has come to be known as the “grey 
market”... But three: companies ap- 
proached. bythe REVIEW all denied that 
they were directly responsible for this 
practice. According to Toshiba, anet: 
work of specialist trading companies has 
grown-up in Tokyo to handle cut-price 
exports to the US via‘countries such as 
Singapore or Malaysia. 

In a few cases the first link in the 
grey-market distribution chain may ac- 
tually be an affiliate of a chip manufac- 
turer, but in most cases companies claim 
not to be able to trace distribution chan- 
nels: Japan’s largest chip maker, NEC 
Corp., recently lost a case in a US dis- 
trict coart against a US-cut-price chip 
importer which it claimed was infringing 
its:trademark. 

“The response of Japan’s Ministry of 
International Trade and: Industry (Miti) 
to the US.charges of renewed dumping 
was initially to- reject them outright. 
“We are implementing theagreement in 
good faith and the situation does not run 
counter to the pact,” said Miti's director 
of Americas: and Oceanic. division, 
Osamu Watanabe BS 

-» However, Miti is now:said to be try- 
ing to persuade manufacturers to help it 
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As an emergency measure to reduce 


een feeding the grey market, Miti in- 
structed Japanese IC makers in mid- 

sbruary to cut production during the 
January-March quarter by 10% below 
the level set in the ministry’s original 
uidelines. Chip makers say this is help- 
g to push up prices in Japan’s domestic 
market where 265 megabyte memory 
chips are being offered to users at ¥300 
(US$1.97) each, compared with the pre- 

ebruary level of ¥280. 
panese price levels, though, are 
| far below the tmv levels the Depart- 
ent of Commerce is trying to impose 
ie US, so the Miti action, at best, has 
dasa palliative. 
_ Apart. from the threat of retaliatory 
on over alleged third-country dump- 






REVIEWDIAGIFIAM by Andy Tang 


, Japan faces the prospect of being 
unished by the US for not increasing its 
mports of chips. In the September 1986 
greement, Japan “expressed its under- 
nding” of a US demand that imports 
hould be raised to 20% of domestic 
onsumption over a period of five years. 
Miti guidance'to chip users to step 
ports seems to be having little ef- 























One problem acknowledged by the 
anese side is that makers and users 
chips tend to be the same big com- 
ies in Japan. Another is that the US 
porters specialise in chips for use in 
iputers and other office machinery, 
hereas the main market in Japan is for 
consumer applications, Miti tried to al- 
viate the import problem in February 
xy establishing an. International 
emiconductor Cooperation Centre at 
hich Japanese users of chips and 
ign suppliers could discuss their 
problems, but by early March only one 
ign company (not from the US) had 









the surplus of memory chips that has- 











nterest in debt 


By Jose Galang in Manila 


Aj hile Philippine monetary and fi- 
nancial officials were in New York 
haggling with a 12-bank committee of 
major bank lenders to: lessen the in- 
terest burden on a US$9.4 billion pack- 
age of commercial loans, the acrimoni- 
ous debate among Manila’s economic 
and political leaders on the approach 
the Philippines has taken to. debt re- 
scheduling was continuing. 

The Aquino government, which as- 
sumed power on 25 February last year 
after former president Ferdinand Mar- 
cos fled the country at the height of a 
military-led uprising, has taken a soft 
line in its dealing with the creditors. The 
government’s economic recovery pro- 
gramme for the next six years calls for 
some US$14 billion in new foreign aid 
and borrowings. That in itself is tes- 
timony to the administration’s need and 
determination to stick to its foreign- 


| debt commitments, officials say. 
However, not everyone in the gov- 
ernment accepts what they see as an un- 


questioning opre During the first 
weeks after the takeover, the govern- 
ment was viewed as having the mandate 
and good reasons to actually repudiate 
some of the loans incurred under dubi- 
ous conditions during the Marcos re- 
ime. Some of these loans were for the 
inancing of the country’s first — and 
still idle — nuclear- 


Marcos, and coal-firing facilities in 
some cement plants which turned out to 
be incapable of using locally mined coal. 

One form of “selective repudiation” 
then available to Manila was the Argen- 
tina formula — requiring a new registra- 
tion of all foreign obligations. By doing 
the same, some Philippine officials were 
hoping that the debt portfolio could be 
weeded of obligations made under 
questionable terms (overpricing, ir- 
relevant technology, non-viable pro- 
jects). Aquino, after intense lobbying 
reportedly from monetary officials, de- 
clared later that all debt would be hon- 
oured, though this was followed by a 
declaration during her. state visit to the 
US in September that though the debts 
would be paid, “growth will no longer 
be subordinated to debt servicing.” The 
country had missed its chance to force a 
new debt deal, Aquino’s critics said. 

It is missing another chance now, 
they insist. Over the past months, the 
Philippines has not taken into account 
new conditions that would boost. the 
country’s negotiating posture with the’ 
banks, according to Economic Planning 
Minister Solita Monsod. For instance, 
political leverage could be gained from 


Manila divided over calls for a tougher line with foreign banks 


wer plant, sugar - 
‘mills put up by business associates of 














the popular support shown for the gov- | 


ernment in the recent ratification of a 








new constitution by a majority of 76%, 
with some 90% of the electorate par- 
ticipating. 

hilippine negotiators could also 
have taken advantage of the growing 
disenchantment with conventional debt 
strategies, the rift among the commer- 
cial banks (between the money-centre 
banks and the regional banks), and the 
differences between the European 
banks (which provided reserves against 
potential losses from foreign exposure 
very early in the game) and the US 
banks (affected by the weak US dollar), 
said Monsod. : 

Sources say Finance Minister Jaime 
Ongpin’s negotiating style itself is te 
weak: For instance, at the start of di 
cussions with the Paris Club of officiai 
aid donors in January, the finance 
minister divulged right at the start of the 
talks not only what the Philippines 
could afford but also what it could not, 
exposing its weak points for the 
negotiating panel. 

Nonetheless, Ongpin won admira- 
tion in Manila for his tough talk against 
“intransigence” by Citibank, which in 
November was seen as blocking a settle- 
ment on the US$9.4 billion New York 

ackage of loans on terms acceptable to 
anila. Ongpin’s move inspired pickets 
in front of Citibank offices in Manila — 
by groups which supported Aquino’s 
candidacy in the last presidential elec- 
tions. 


f the banks’ US$15 billion loans to 

the Philippines, Citibank accounts 
for US$1.8 billion (including peso loans 
equivalent to US$200 million). The 12 
banks in the advisory committee ac 
count for 40% of the total bank loans 
About 180 banks account for the bot- 
tom 25% of the loans, averaging some 
US$20 million for each bank. It is 
understood that many of these banks 
are still resisting prolonged exposure in 
the Philippines, and it is argued that this 
different outlook should be exploited by 
Manila. 

Pressure on Citibank came in the 
form of Ongpin’s instructions to his staff 
in late 1986 to look into the bank's oper- 
ations and look for reasons to order a 
suspension or revocation of its licence, 
(In the event, no viable legal excuse was 
found.) A move by state-owned Philip- 
pine National Oil Co. (PNOC) to dis- 
perse its import letter-of-credit business 






‘toa wider base of financial institutions 
coincided with the barrage. against the 


bank, and Citibank efforts to have the 
oil-procurement company’s policy re- 
versed proved futile (the company had 













actually finalised that policy as early as 





October 1986). A contract for a feasibil- 















park mages eater: > 
Citibank itself has been:seen as ap- , : 
plying ee tactics. against the i In Manila 
Philippines. Bank chairman John Reed wns 
| visited: Manila in. July 1986,- during one hotel created Guest Relations i 
ich he called on Aquino and address- | || You won't want to stay anywhere else. 
eda meeting of local and foreign busi- | | i j 
nen. He warned then that any l ' 
by the Philippines to repudiate 
in loans would result in “immense 
es omits people.” US Treasury 
tary James Baker is known to have | 
contacted Reed early this year to try to 
get Citibank to:soften its stance.on the 
*hilippines and other.debtor countries. 
A meeting in April with the Manila’s , 
d donots is due, to discuss a US$500. 
ion facility to help the government 
its US$5 billion land-reform 
mme. “We expect some: truly 
ugh discussions,” Monsod said: Stick- 
ing to her hardline approach to the 
oe ; FINANCIAL TIMES. 
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foreign banks, she believes that if the 
overnment fails to get the participation 
of its -creditors on the Jand-reform | 
financing, that in itself could be a good 
enough reason to stop interest pay- 
“iments. “so that we can make use of the 
estimated US$14. billion that will in- 
stead flow out” ofthe economy in 1987- 
92.0 


sequently announced his resignation — 
uickly retorted by citing Ongpin’s.ten- 


c ) Al THE ADVANTAGE IS INTER:CONTINENTAI® ~ 
deae do flav nade cranes (Ltt Ge INTER aapon LEE 
2 forme) || Q INTERCONTINENTAL HOTE 


through certain laws without public 
hearings. Arroyo specifically. met Ayala Avenue, Makati, 81-59-71, Telex: RCA 23314 
ioned Ongpin’s eagerness in the pr 
‘ation of certain tax measures. 






























y Vaudine England in Jakarta 


spoliation are nëaring an end in 
Jakarta over the future of Southeast 
Asia's largest aluminium plant, now in 
financial straits due to yen/rupiah cur- 
tency shifts and the low international 
price of aluminium. Contrary to local 
press reports, however, a capital injec- 
tion of. about US$200 million for the 
sahan plant, on the Asahan river in 
orth Sumatra, has not yet been 
finalised: the cash-strap ed Indonesian 
Government which is a 25% sharehold- 
er in Inalum, the Asahan joint venture, 
is unsure if it can make its share of the 
capital i injection. 

-o There have been suggestions that if 
Indonesia cannot supply the extra cash, 

e Japanese partners could take full 
control of the Asahan plant. However, 

would be inconsistent with existing 
government policy of establishing local 
equity in nearly all foreign investments, 
especially major capital- development 
projects. 

Established in 1975, the Asahan pro 
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jonesia is hard pressed to find new capital for aluminium smelter 





idonesia’s leap 
and attempt at re- 
gional development. Such projects 
brought Indonesian President Suharto 
the official title of “Father of Develop- 
ment,” and national pride in develop- 
ments with significant Indonesian con- 
tent like Asahan, is strong. A change in 
the Indonesian equity in Inalum would 
raise political questions. 

Discussion of the issue has been 
complicated’ by the yen-US dollar 
movements during the past year. Cur- 
rency: realignment has bumped up an 
original debt of ¥320 billion (US$10.4 
billion at 1975 rates} by about one-third 
in US-dollar terms (Indonésia’s foreign 
income is mostly in US dollars from oil 
arid gas sales). Moreover, project in- 
come was hit by the 1985-86 downswing 





donesian Government and a consór- 
tium of 12 Japanese companies and 
Japan’s soft-loan agency, the Overseas | 
Economic Cooperation Fund (OECEF). 
The yen-financed project consists of | 
a 225,000-tonnes annual capacity 
aluminium smelter and two hydro-elec- 
tric power stations — Segura-gura and 
Tangga — on the Asahan river. 

The project began as a US$1.3 billion | 


























ct is a joint venture between the In- [A 





in world. aluminium prices, from 
US$1,600 a tonne to US$1,000 a tonne 
| last year. 

These two factors. have, since 197 
been responsible for recorded losses 
Rps 97.6. billion (US$59.2 million -at 
current rates) between 1982 and ‘1985. 
Estimates of 1986 losses are high 
(though the price of aluminium edged 
back up, nearing USS$I. 350 early this 
year) because: the yen’s strengthening 
| against the US dollar more than offset 
the price gains. The Japanese lenders to 
the project decided in June to allow In- 
alum to Postpone repayments of princi- 
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Since it was founded in 1946, the Far Eastern 
Economic Review has been dedicated to the in- 
depth, authoritative analysis of the political; econo- 
mic and financial affairs of every single country in 
the Asia/Pacific region. Boasting a staff of over 40 
full-time correspondents and journalists located in 
every country in the region, the Review is consi- 
dered to be the leading publication on Asian affairs 
in the world and deemed essential reading for 
senior executives in business, banking, govern- 
ment and the professions: 


Over 85% of the Review's circulation is on pre- 
paid subscription, and a new survey of Review 
subscribers has just been completed by Interna- 
tional Research Associates (HK) Ltd. 

Review subscribers are primarily top manage- 
ment individuals who travel frequently, make key 
decisions for their companies and wield enormous 
purchasing power. 


For a complete copy of the Review Subscriber 
Study 1986 please write on your company’ s 
letterhead to: 


















MW Ms Elaine Goodwin. : 
General Sales Manager 
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pay 
, the Export-Import Bank of 
Jap decided to postpone [princi- 
pal] repayments for a while. We have 
not discussed a [new] schedule of repay- 
ment... yet,” explained Masaaki 
Horiguchi, Exim Bank’s chief In- 
donesia representative. “Our main con- 
| cern is that Asahan is doing well.” But 

the: Japanese are hoping that an agree- 
ment on a new capital injection.can be 
completed soon, sources told the 
“80 that a revised repayment 
ule can be discussed this year. 
project originally cost a total of 
billion, with ¥91.1 billion in paid- 
p capital split 75:25 between the: Ja- 
-panese and Indonesian partners. Of the 
| 75% Japanese. stake, 50% was contri- 
buted by. the OECF and 50% by the 
group of 12 HZ Japanese: firms. 
h ¿capital injection 
' 4 billion from the Ja- 
ers and another ¥6 billion 
a nt) from the Indonesian 
side. The new capital would be used for 
debt service. 

The Indonesian share wond be 
equal to about Rps 64.9.bil- 
lion (US$39.3 million). But 
with just Rps 83:4 billion in < 
national development 
get for fiscal 1987-88 
(from April) for govern- 
ment equity contributions, 
> and most of it slated for 

| other projects, Indonesia 
clearly faces difficulties 
| sourcing the funds. 

` The solution suggested 
by , Japanese ¿business 
sources that the Japanese 
provide the entire cash 
Š uld be expedient, 
oe though it throws the ideals — 

| of the project out the win- 
| dow. Full foreign owner- 
ip of a flagship of the 
country’s development 
would be seen locally as highly undesir- 
able, especially if announcement of 
such a move was made prior to the April 
elections. ‘It is: also- contrary to Indone- 
sian foreign investment code local- 
equity requirements, 






















































he feeling among the Japanese part- 
ners is that the Indonesitan-Govern- 
ment should bear its responsibility: to 
the project as much as possible. “Yes, 
we could own the whole project,” said 
one of the Japanese financiers, “but if 
that happens then we can no longer call 
it a great development project. Tt is a 
very critical matter.” 

Another source added that the di- 
lemma causes problems for the Japan- 
ese too: “If the project is very good, 
i| then we want to own it,” he said. “If it is 

|: not so good, then we will invest to save 
the situation. But everyone in Japan 
«thinks the burden should be shared ac- 
cording to the original [shareholding] 
agreement.’ 

















din Ind 
| meted: with the prige” of- oil has meant 





ption) 
whereby the Exim Bank or the OECF 
would provide the money on standard 
terms to the Indonesian Government to 
finance its share of the capital call. As 
much of the original Indonesian share 
was financed with Japanese loans, this 
might be more acceptable to both sides. 
One Japanese participant suggests 
also that the Japanese could provide 
their 75% share of the capital injection 
now, with the decision on the remaining 
25% left until the third quarter of the 
coming financial year. 
As a backdrop to the financing de- 
bate are the assessments being made by 
roject partners as to the continued via- 
ility of the aluminium smelter, While 
the Japanese at least are happy with the 
plant’s function (Japan imports 75% of 
the smelter’s product at London Metal 
Exchange prices), the price of 





aluminium is still well. below the origi- 
nally estimated US$1,500 a tonne 




















breakeven price for operations. 
The depression of economic activity 
ia since state revenues plum- 
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a cheap and a 
namely the two hydro-electr ns 
These are fed by the Asahan river whi 
stems from Lake Toba. The lake's: 
level has been slowly but surely dec 
ing in recent years to the point wh 
serious doubts exist as to the 9 : 
ciency of power available through the 
stations. 
The. obvious solution to this igo 
build a new intake on the river at 
Simorea, known in the business as the 
“No. 1” power source. Engineers are 
luctant to put a price on this, the 
cost would not be high as a full dam is 
not required, Detailed design of a new 
intake is under way, should scl a 
necessity a arise. ' 





































Ts is a potential threat to 
plant’s, smooth functioning i 
construction now under way of a 
and rayon plant upriver from the pow: 
stations. Experience in this indust 
shown that the waste generated b 
a plant could foul up the workings of the 
two dams. The chemicals used by pulp 
plants would provide another uawel 
come pollutant, while the 
deforestation incurred 
such a project will di 
the. water-catchment po- 
tential. 
A protest about 
pulp and rayon plant 
made by Asah 
roject managers, Bait w 






























abandon the project, On 
the contrary, Japan's own 
aluminium product 





less domestic demand for the metal than 
anticipated. A sole distributor for 
aluminium in the local market (the state 
logistics board Bulog and its affiliate, 
the Berdikari group) and high domestic 
transportation costs have made local 
aluminium unattractive, despite a ban 
on competing imports. 

The early plan of the Asahan project 
provided for an alumina- g ied 
plant to be built on nearby Bintan Is- 
land, a rich source of bauxite deposits. 
The Bintan project was put indefinitely 
on hold in the 1983 rephasing of deve- 
lopment projects, and the supply of 
alumina was left to import arrange- 
ments with Australian producers. De- 
tailed costings of this 450,000 tonnes a 
year input are hard to find but one 
of the Japanese project designers ex- 
plained that this cost: is preferable to 
the higher price of any revival of Bintan 
plans. 

More mundane isthe variety of tech- 
nical threats to the plant. Crucial is 


fevewoucraMoyany Tag million tonnes.a year sev 














which reached a peak of L 


years ago, has dropped to 35,000 tonn 
a year and the supply of Asahan alumi: 
ium is vital to Japanese industry. 
Much has been made of the contribu 
tion the project is making to regi 
development. Employment is provides 
to about 3,000 Indonesians (with 30 Ja 
panese staff i in attendance). Roads fro 
the power stations to the smelter have 
reportedly led tothe growth of new -vil- 
lages. Technological transfer is part 
the ideat as well, with Indonesians bein 
sent to Japan for training and ree 
on-the-job van aint Project staf 
add that the smelter has encouraged he 
growth of downstream aluminium 
dustries, producing pipes, equipmer 
kitchen utensil and the like for 
Japan is already under pt 
lower its interest rates on loa! 
pensate borrowers for the yen 
tion. Until such authority is exe 
Japan a conclusi 
lems must be bat 
































San Mig in ferment 
























By Jose Galang in Manila = 
"he battle for control of Philippine 
nt San Miguel Corp. 
>, with the government 
to take over. The im- 
er ownership of a block of 
senting 31% of the com- 
l- has forced the inter- 
; ‘President Corazon Aquino 
d Finance Minister Jaime Ongpin at 
fferent times over the past year, but 
e dust refuses to settle. i 
e controversy, however, has not 
ped foreign investors from express 
ing interest in the beer-and-food manu- 
facturer. At least five groups — brewers 
nheuser Busch of the US and Elders 
{XL of Australia, US investment firm 
Allen & Co., the Hongkong-based arm 
of Australia’s Bond ‘Holdings and 
Asian-American Development (Hong- 
kong) Corp. — have said they are will- 
ing to make an offer for the disputed 
shares or, in the case of Allen, for the 
ntire company. No details of these po- 
tential offers have been released. 
overnment, which already 
% of the San Miguel equity 
ugh sequestered. shares and other 
irect holdings of government pension 
son 16 March reportedly decided 
increase from six to nine its nominees 
to the company’s 15-member board, 
thereby taking control. However, this 
ve is yet to be confirmed. 

The squabble was set/off-on 1 April 
86. when 33.13. million San Miguel 
shares’ were. sold’ at’ P100 each 
(US$4.87), three times the. then-pre- 
vailing stockmarket quote. The: govern- 

ent, through the Presidential Com- 
mission on Good Government (PCGG, 
hich was set up to hunt down assets il- 
legally acquired by deposed president 
Ferdinand. Marcos, his. relatives and 
some. so-called business cronies), step- 
ped in and ordered a freeze on the trans- 
action on suspicion the deal might have 
benefited associates of Marcos. 

It was later discovered that the block 
sold represented holdings of the United 
Coconut Planters Bank (UCPB) in San 
Miguel. The bank was. headed by 

duardo- Cojuangco; a Marcos. asso- 
and former defence minister Juan 
ce Enrile: UCPB was established in 
1975 using money from a levy imposed 
on coconut products: which was the re- 
sponsibility of the Coconut Industry In- 
vestment Fund (CHE): =: * 
-The UCPB block had been purchas- 
ed by Neptunia Corp., a San Miguel 
bsidiary in Hongkong. To finance the 
downpayment, Neptunia borrowed 
'$$26 million from the Hongkong and 
Shanghai Banking Corp., using as secu- 




































Philippine Government steps in as share row grows 

































rity Neptunia’s 70% holdings in another- 
San Miguel Hongkong subsidiary, San 


Miguel 
(of up to US$10 million) from San 
Miguel chairman and president Andres 
Soriano II augmented the Hongkong 
brewery shares’ collateral value. Nep- 
tunia assigned the dollar funds in favour 
of three Philippine banks — Bank of the 
Philippine Islands, Metropolitan Bank 
and Trust and the Manila branch of 
Hongkong Bank — as collateral for the 

so loans used for a downpayment of 
P500 million. 


he PCGG suspected that the sale 

might benefit Cojuangco who, as 
Soriano’s predecessor as San Miguel 
chairman and president, still headed the 
Neptunia directors. The selling group 
also. included coconut-oil milling com- 
panies known to be controlled by 
Cojuangco. While the actual ownership 
of the shares placed under sequestration 
was being determined, the PCGG in 
June allowed Soriano to maintain con- 
trol of San Miguel. 

: But UCPB, then headed by a 
Cojuangco protégé, Danilo Ursua, de- 
clared San Miguel in default of a second 
payment on the share sale. Payments 
were due on 29 May and 21 June 1986, 
but San Miguel failed to make the pay- 
ments because the shares had been fro- 
zen. (The commission subsequenti 
also sequestered the bulk of UCP. 
shares and exercised their voting rights, 
which led to the ouster of Enrile and 
some.Co Lait rails eae officers: ) 

Because of the dispute over the share 






rewery. A personal guarantee - 








; frozen about P800 
million in San Miguel funds, on top of 
the 2500 million downpayment. San 
Miguel has declared that it does not con- 
sider itself in default because it was the 
government which stopped the deal. 

In early February, the controversy 
over the San Miguel shares erupted 
again following the PCGG’s discovery 
of a board resolution in late December 
1986 transferring the US$26 million 
loan from Neptunia to the Philippine 
parent. The decision was made despite 
the absence of any such item on the 
board. meeting’s agenda. PCGG head 
Ramon Diaz also queried the company 
on the lifting of Soriano’s personal 
guarantee for the Neptunia borrowing. 

While the commission was looking 
into these issues, San Miguel proposed a 
“dispersal plan” for the sequestered 





| shares (which increased from 33.13 mil- 


liomin April to 38.1 million after a 15% 
stock dividend in June). Why the prop 

sal was: made — and on what basis S: 

Miguel was offering it — has never been 
clarified. Under the plan, which priced 
the units at P100 each, UCPB would get 
16.6 million shares to offset San Miguel 
assets held by the bank. The rest of the 
block: would. be split between San 


“Miguel employees (2.5 million shares) 
‘and “two or more institutional invest- 
Ors.” 


San: Miguel calculated the offer of 
16.6 million: shares to UCPB on the 
basis of the #500 million it paid as a 
downpayment, UCPB preferred shares 
it holds worth P500 million, about 2210 
million in uncollected dividends on the 
UCPB shares for 1984-86 and P400 
million in advances made by San Miguel 
to CHF. 

` “The proposed offset deal with UCPB 
would, San Miguel argues, allow the 
liquidation of non-earning or low-yield- 
ing assets “of limited strategic value” to 
San Miguel, recognise the mutual clain: 
of San Miguel and UCPB over the con 
tested shares, disengage the bank fron. 
the manufacturing giant and “achieve 
dispersal of economic power.” 

The offer was quickly rejected by the 
PCGG-appointed chairman and chief 
executive of UCPB, Ramon Sy, who de- 
scribed the move as “ill-conceived, 
[with] no valid business reason, not via- 
ble and unfair to San Miguel's stockhold- 
ers and creditors.” 

On 3 March, Sy was elected to the 
San Miguel board to replace PCGG- 
nominated’ Abraham Sarmiento, who 
had beernamed to the Supreme Court. 
Sy’s election was accepted with reserva- 
tion by the Soriano camp, which 
nonetheless expressed optimism ‘that 
Sy’s presence could facilitate resolution 
of the UCPB--San Miguel quarrel. 

That wilt not be easy- PEGG officials 
are now looking into-the possibility of 
clipping Soriano’s powers. in . San 
Miguel. There is even speculation that 
Soriano family control over.the: com- 
pany may be nearing an end. n 






















iStart at the hub of the matter. Throw the die, and with each Which distribution centre in the Middle East is the only one 


: move, try and answer fhe questions below on historic. offering.o ttue Free Zone which allows for 100% foreign 
geographic. technological and scientific achievements. ownership, no faxes, no import duty, 100% repatriation of 












































P-Which distribution centre has the largest manmade port in profits and capital and no currency restrictions? 7 
“the world at its doorstep? SAAS ieee) E E A AS | 
ae x Which distribution centre in the Middle East is the only one 4 
ae surrounded by o 5,000 acre Industrial Zone with the infra | 
Which distribution centre in the Middle East is the only one structure in place and over 40 companies already operating? | 
; offering 70,000 sq.m. of covered warehouses, 4,000 sq.m. of C 5 ne 
air-conditioned warehousing, 10,000 sq.m. of cold storage Tonic Now throw that six to move your token back to the 


‘and 756,000 sa.m. of paved open storage? 


ae ea 


Which distribution centre in tha Middle East is 
the only one offering its own bonded 
tucking, bonded warehouses and 
direct transportation service by.sea, 
land and air to every major area of 
the world? 


ade ee eae er een nee l 


hub for your final question: 


Which distribution centre in the Middies East offers ail of fhe 
above and is. controlled and operated by one organisation? 


> 












Send your answers, Ono any relevan? gueshons 
you may have ta 


sei issn rn anime O 


Which distribution centre in the Middle East m A TIETES 
is the only one offering computerised inventory E PORT AU THOR , 
control, customs clearance, freight forwarding, pick ae ea ae = ng 
i. and pack specialists, health clearance. consolidation OF JEBEL ALI 5 DUBAI 
services and air/sea facilities? Mr. Edward A Butter. Director of Marketing, Dep 
P.O: Box 3268, Duba United Aao ireas Tat GRAN Sx 





o> at Telex 46580 TPAJA EM Cabie PAIABOB UAE 








), the New Zealand Gov- 
to sell to the public a. 
soil and gas company, 


ang 
ocorp. Like BNZ, Petrocorp has 


rto been wholly state-owned. But | 


reas the shares sold in BNZ, the 
untry’s biggest trading bank, are non- 


ting, those in Petrocorp will carry full’ 


rights. 
‘he Petrocorp issue is part of the 
Labour government's drive to commer- 
cialise and. improve the operating effi- 
ciency of state-owned trading enter- 
prises and to pùt on a sounder financial 
ooting the “think big” energy-related 
id heavy industrial investments of the 
vious National Party regime: of Sir 
obert Muldoon. As part of a NZ$7.2 
llion (US$4 billion) transfer of debt 
and ‘accumulated’ losses from “think 
g” to the government’s book an- 
nounced in the 1986 budget, the govern- 



































rocorp:, 7 
It then sold Petrocorp its 51% hold- 


McKee and Kaimiro, for NZ$160 mil- 
lion, giving Petrocorp 100% ownership 
“through its subsidiary, Petrocorp Ex- 
ploration (PE). PE also has a 2 34%: 
interest in another small onshore field, 
Tariki, in which ‘the . government,’ 
through the Ministry of Energy, still has 
a 38.36% holding. A recent gas discov- 
ery at Tariki is thought to be quite 
large. 
‘Although McKee produces 10% of 
ew: Zealand’s oil needs, that is small 
‘compared to the big offshore Maui gas 
field, in which another Petrocorp sub- 
sidiary, Offshore Mining, has a 50% 
share. The other 50% is held by 
a consortium of Shell, British Petro- 
leum and a New Zealand company, 
odd. 
“One-third of Maui’s.gas production 
is processed into synthetic petrol in a 
lant owned 25% by Mobil and 75% 
the: government -in an operation 
é from Petroco That ac- 
unts for roughly a third of the coun- 
s automotive fuel needs. 
‘Petrocorp: also owns the Natural 
jas Corp., which runs the wholesale 
as reticulation network through which 
as from the Maui field and the small- 
,. privately-owned: onshore Kapuni 
| is ibuted for onselling by re- 
ail distribution. to industrial and 
omestic users. It also supplies some 
mpressed natural gas to retail filling 
tions. Those elements are all profit- 


ut Petrocorp is also involved-in: 


















ment injected NZ$800 million into Pet- | 


ings in two small onshore oilfields, || 





two . marginal operations through 
wholly owned subsidiaries Petrochem 
(producing 155,000 tonnes a year of 
urea fertiliser) and Petralgas (1,200 
tonnes a day of methanol). 

Some consideration was. given last 
year to selling Petrochem, which was 
then making a loss. But after adjust- 
ments it is now thought the plant could 
be just viable. The mixture of good and 
bad produced a profit of NZ$8.8 million 
in the year to 31 March 1986, on a turn- 
over of NZ$527 million. This was down 
on the previous year’s NZ$11;1 million 
on a turnover of NZ$409 million’ 1986- 
87 figures are not yet available, but chief 
executive Bill Falconer says he expects a 
significant improvement. 

The float will add another NZ$200 


million to the existing share base of 


iral gas plant: public oat 








NZ$450 million. Energy Minister Bob 
Tizard has insisted the government will 
retain that NZ$450 million holding — 
and therefore control. 


ne possible bidder for the shares, 

due to go on sale in August or 
September, is Ron Brierley’s company 
Brierley Investments. The company di- 
rectly and indirectly holds a total of 
22.5% of the Tariki well and has-exten- 
sive gas retailer interests through a 
57.5% holding in Welgas, the gas re- 
tailer in Wellington, which in turn owns 
53% of East Coast Gas, which retails 
gas on the east coast of the North Island, 


“and 43% of Auckland Gas. 


Brierley also has a large interest in 
the Australian oil company, Santos, and 
an interest in a chain of garages‘in Bri- 





a ; ice, Ron Brierley has- 
been appointed chairman of BNZ, 
whose issue, which closed on 12 March, 
was oversubscribed, The bank issued 
103 million 50 NZ cents shares at a pre- 
mium of NZ$1.25 a share. This added 
NZ$180.25:-million to existing share- 
holders’ funds of NZ$548 million as at 
30 September 1986. That improved its 
ratio of shareholders funds to balance- 
sheet assets from 1:25.5 to below 1:20, 
to better enable it to meet competition 
from, other banks under recently 
liberalised legislation. 

As has been the experience in: Bri- 
tain under Prime Minister Margaret 
Thatcher's privatisation policy; BNZ 
shares are likely to be widely held. A 
minimum of 57 million of the 103-mil- 
lion shares were reserved for “Bank and 
New Zealand. customers and other ap- 
plicants.” Seventeen million were re- 
served to employees and mun ot $ 














































of the bank, leaving a maximum of 3 
million for distribution through bro 
ers. 
The shares are non-voting and the 
government has declared it will not let 
go of control. But the prospectus con- 
tained an item, “unissued capital” of 1.2 
billion shares, for distribution at the 
board’s discretion (150% of the new 
total of 800 million). That leaves open 
at least the possibility of further is- 


sues. 

The BNZ and Petrocorp floats are 
not likely to be the end of the matter. 
Nine new trading corporations are on | 
April to take the place of government 
trading enterprises currently in de- 
partmental format under direct ministe- 
rial control. Each has the power to sell 
assets and issue capital. 

None of the corporations’ establish- 
ment boards have yet indicated an in- 
tention to issue shares. But one, the 
Electricity Corp. has already been ap- 
proached — from the aluminium smelt- 
ing company, Comalco — to buy a 
590-mW capacity hydroelectric powe: 
generating station at Manapouri in the 
South Island, which supplies Comalco’s 
power. The price, reported by one 
newspaper to be NZ$300-500 million, 
was rejected by the corporation chair- 
man, John Fernyhough, as too low. But 
he did not reject the possibility of a sale 
at the right price. 

In any case, these are early days. The 
Electricjty Corp., like others, is locked 
in an argument with the government 
over what it should pay for its assets. 

~The corporation wants to pay NZ$3.9 
billion. The Treasury has just named an 
asking price of NZ$8.5 billion. 

There is also, further down the track, 
the possibility of a political. boost to 
privatisation. While the Labour govern- 
ment has surprised everybody with its 
moves so far, the national opposition 
has taken a generally stronger line, an 
election is ‘due by September and the 
government’s. opinion poll lead has 
been shrinking inrecent months. @ 
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ASSET MANAGEMENT 
IN SWITZERLAND 


pw banking clients have many different 
goals, but they all face one problem: how to 
protect and build their assets in an inpreasiogly 
complex world. American Express Bank and its 
subsidiaries have a solution: asset management in 
Switzerland, a unique service combining traditional 
Swiss professionalism, prudence, and discretion. 


Personal attention 


As step one, our investment counselors will ana- 
lyze your individual situation ~ including your 
financial goals and current investments ~and 
advise you on the portfolio that best suits your 
needs. This may consist, for example, of short-term 
investments, equities, bonds, even precious metals, 
all carefully selected to give you an optimum bal- 
ance of yield and security. 

The money managers at American Express 
Bank (Switzerland) AG then monitor your port- 
folio on a full-time basis, alert to any economic 
developments that may affect your investments. If 
you wish, we accept discretionary power to handle 
investment decisions on your behalf, in accordance 
with your personal goals. This is a practical, con- 
venient arrangement, particularly if you reside out- 
side of Switzerland. 








Also, while our approach is Swiss, our outlook 
is global. Our network of 85 offices in 39 ¢ 
tries ~ one of the world’s largest ~ gives us world- 
wide presence and access to extensive resou 

Finally, as part of the American Ë xpres 
of companies, We can provide the discerning ir 
tor with a wide array of investment opportunities 
that few financial institutions can match. 





HE 






Strictest confidence 
If asset management in Switzerland makes se 
you, contact your nearest American Expre 
for information. In Hong Kong, telephone 
5-844 06 88; in Singapore, 225-6330, 








American Express Bank Ltd. is a wholly-owned subsidiary 
of American Express Company, which has assets of mare 
than USS92 billion and shareholders equity in excess of 
USS3.7 billion. 
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Exceptional service i private banking 
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OUT OF THE BLUE, 
PHILIPPINE AIRLINES COMES SHINING THROUGH. 
At Philippine Airlines we're flying with a But through ali the changes, one tl 
new look, a new purpose and a new commitment remains the same. 
to maintaining Asia's first airline as Asia's finest The natural warmth and charisma of 


airline, Philippines still shines on all our flights tc 
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cities in 21 countries around the world. 
_ Some things you can change. And, happily, 
some things you cannot. 













































We create financial futures. 


The Long-Term Credit Bank of Japan, Ltd. 


Head Office & international Banking Group: Otemachi, Tokyo, Japan Tel: 211-5111 Telex: J24308 Londo! 
Branch: 18 King William Street, London EC4N 7BR, U.K. Tel: 623-9511 Telex: 885305 New York Branck 
140 Broadway, New York, NY. 10005, U.S.A. Tel: (212) 248-2000 Telex: 425722 Los Angeles Agency: 444 Sout! 
Flower Street, Suite 3700, Los Angeles, California 90071, U.S.A. Tel: (213) 629-5777 Hong Kong Branch: 45th Floc: 
Far East Finance Centre, 16 Harcourt Road, Hong Kong Tel: 5-285670 Telex: 76295 Singapore Branch: 65 Chuli: 
Street, # 32-01, OCBC Centre, Singapore 0104, Singapore Tel: 919633 Telex: 23813 

Frankfurt, Paris, Bahrain, Toronto, Chicago, Dallas, Mexico City, Panama, Sao Paulo, Rio de Janeiro, Beljing 
Shanghai, Guangzhou, Bangkok, Kuala Lumpur, Jakarta, Sydney, Melbourne 

LTCB International Ltd. (London), Nippon European Bank S.A. (Bruxelles), LTCB (Schweiz) AG (Zurich 
LTCB Trust Co. (New York), LTCB Asia Lid. (Hong Kong), LTCB Merchant Bank (Singapore) Ltd. (Singapatt 
LTCB Australia Lid. (Sydney) 








FOREIGN DIRECT INVESTMENT IN SOUTH KOREA 


(Approved investment proposals) 


1962-86 








ore than a year after the historic G5 
meeting which realigned exchange 
‘rates between the US dollar and the 
yen;:the effects on South Korea of the 


hanged relationship between the US ` 


Japan are becoming clear. Al- 
he yen’s rise has given a boost 
mpetitiveness of South Korean 
ex rts, allowing its first-ever substan- 
ti current-account surplus, it has 
ted two perennial problems — 
de surplus with the US and a 

td with Japan. <- 
n the yen and US dollar 


alues have not been fully reflected | 
products being imported oy 


heri in expor 

$from: the: 

,; Japanese. manufacturers. are not 

moving as quickly to produce in South. 

Korea as in other offshore bases such as 
ingapore (REVIEW, 12 Mar.). 

ewon has roughly followed the 

dollar in relation to the yen since 

te 1985, though it has ap porera very 

ightly against the greenback. But the 


rt growth to Japan or im- 
S. On.the investment 


appreciation has not shown com- 


pletely in import prices of Japanese 
goods: average unit prices were up only 
18.5% on 1985 prices in the fourth quar- 
ter of 1986, around half of the change i in 
Sorreney values. 

Imports. from Japan jumped by 
43.8% last year, resulting in South 


Korea’s largest-ever bilateral trade def- a 
icit of US$5.4 billion. Ironically, itis 


the-export industries which made gains 
against Japanese competitors on the 
strengthened yen that have: sucked in 
much of the increasingly expensive. Ja- 


` d. panese goods: steel imports, used cars, 


ships and other machinery rose 20.4% 
to US$1.15 billion; parts and machinery 
for the electronics industry were up 
79,9% to US$2.16 billion. As usual, the 
largest category was machineryi imports, 
-which rose 52.2% to US$2.77 billion. 
Despite Seoul's desire to reduce im- 


. | ports of Japanese parts and equipment. 


ndi increase imports from the US, last 


‘oft 








year exports to the US grew. by 26.2%, 
accounting for 40% of all South Korea’s 
exports, a substantial rise from the 
35.5% share in 1985. Japanese imports 
meanwhile grew to take up a 34.4% 
share of total imports, compared to 
M. ide in 1985. K 


rly! i ind. I 
Sly Rha Woong ‘Bae eatedly 
‘stressed his desire to revers > the recent 

d, becoming a i 
bilateral relations. 


companies, the share held b ee 
liers, and the names and addresses 
e South. Korean importers for the 
benefit of potential US suppliers — it 
notes, for example, that 85% of ball 
bearings imported by eight io ies 
are fron Japan. 


M ore reasons for the lack of a trade 
shift following the currency changes 
are found in asurvey of 283 major com- 
panies:recently carried out by the Ko- 
rean Traders. Association (KTA). Re- 
spondents said that even after the cur- 


K KOREA'S A'S TRADE | 
With JAPAN | 


mmm! terested indice 


y 


| 


| 


negative factors, cach as e 
costs, less available information an 
ferior after-sale service. 

Even more striking was the response 
of 38% who said that switching sourcing 
away from Japan was not feasible, what 4 
ever the yen’s conversion rate. South | 
Korean importers said that : 
were not available from US. 
or that they had mpo comm 


cal tie-ups or join 
or that thei 
tain Japane 


o ked up; be 
eral deficit. The gov 
that this trend will continue 
cut the deficit with Japan 
US$5 billion next year. South | 
textiles electronics, steel, and for 
pee to Japan rose rapidly, 
all exports to Japan in 1986. 
over the 1985 total TESEN 


panese general ti ing com 
account for around 40% of t it 
trade, concur with researchers at the 
KTA that both the composition and. 
| growth of exports tod ~ is likely to 
a ae a the. same in 1987 : 
od of investments by Japanese 
companies in-manufacturing that 
be expected to come with the yens 
has been conspicuous by its absen 
well Aa ures pee ear sh 


Japanese bukkene. in Seo at 
Pusan mention a new influx of in 


terested visitors, few of whom seemtd. | 


leave with a positive plan. to start pros) 
duction in South Korea. 

According to the Japanese Er 
in Seoul, there were very few in 
ments in 1986 in excess of US$S mil 
Most of the. smaller investment 
made at the Masan Free Export 
| where Sanyo, Sony, and Showa have 


longstanding. investments that t 


added to last year. According t 


| cial at the. zone, .investment 
| there doubled last year, mainly due ti 


the activities. of Japanese firms. 
The exception tothe rule bh 
Alps Electronic Co. whose : 
million manufacturing investment pros: 
posal was approved by the South Koe 


rean Government early this year. Buta | 


Japanese diplomat does not 

be starting a trend. “Japanese 
panies with investments here 

advise newcomers to stay away bec use 
of all the problems, especially labour | 
related, they experience in [South] | 
Korea,” he said. Instead, he says, 
panese companies have grown more i 
ng arrangements. 






























y James Clad in Manila. 

i BAS Slowly but surely, cri- 
AE tics say, a new-style 
DEROER cronyism- has «been 
merging near the top 
f the Philippine Gov- 
Jernment in the 13 
months since former 
PRR president Ferdinand 
Marcos’ deeply corrupt regime disinteg- 
‘rated. At the centre of controversy 
stands Jose “Peping” Cojuangco -— a 
successful businessman, horse-racing 
‘.and cock-fighting enthusiast and presi- 
dent of a major political party. He is 
also the younger brother of President 
Corazon Cojuangco Aquino. 

Families dominate Philippine busi- 
ness life. Usually this nepotism is con- 
fined within: provinces or: districts, 
though sometimes, asin the Marcos era, 
greed can generate nationwide appe- 
es. The key central Luzon province of 
arlac is no exception to the rule: start- 
half a century ago in the time of Pre- 
nt Aquino’s grandfather, Don 
cio. Cojuangco, her family has held 
aay there no matter who ruled in Man- 
ila. 
Despite Marcos’ hostility to Aqui- 
no’s husband, the assassinated Benigno 















long Marcos tenure stayed firmly in 
hands of a Cojuangco family 
mber —- provincial governor and 
ner Philippine .ambassador-at-large 
duardo “Danding” Cojuangco, a 
n of the current president. Up to 
1972, Peping and Benigno Aquino pre- 
served the family hold on Tarlac’s seats 
in the old Philippine congress until its 
olution by Marcos. These days, Tar- 
lacis still Cojuangco country: all the 
rovince’s town mayors belong to Pep- 
Cojuangco’s PDP-Laban party. 
“Tarlac, Development Co. acts as a 
olding company for the sugar interests 
the president's branch of the 
uangco family — which also remains 
c's biggest landlord: Its main asset 
acienda Luisita, which continues to 
r largest farm, supplying sugar- 
e to the family-owned Central 
arera de Tarlac, the fourth-largest 
Il in the country. And the Cojuangco 
arlac Distillery Co. also owns the 
st. alcoholeproducing «mill in 













ut mills of another kind have been 
at work in Manila, churning out 
rs of even larger business ambi- 
by the family. Gossip for months 
scribed the 52-year-old Peping 
juangco 


quino, the keys to Tarlac during | 



















aman who knows a.quick | 


~ Claims of cronyism dog Aquino’s government 


Still all in the family 


killing when he sees one. His wife, Mar- 
garita “Tingting” Cojuangco, also fig- 
¿ures in the stories — especially her deep 
involvement in Mindanao affairs. . 

In recent months the rumours have 
begun to crystallise into specific 
charges. Dossiers prepared by the presi- 
dent’s political opponents sketch out 
the sort of influence-peddling, fa- 
vouritism among business partners 
and cash-cow milking that give Philip- 
pine politics their special reputation. 
Shorn of invective, the charges boil 
down to claims of direct Cojuangco in- 
tervention in: 

» The so-called “arrastre” business 








Aquino: army warnings. Š 








i. 





(lucrative cargo-handling agencies). 
» Multi-million dollar barter-trade ar- 
rangements now operating free of cus- 
toms levies between Mindanao and 
neighbouring countries. 

» An enormous range of illegal gambl- 
ing activities, principally in’ central 
Luzon. : 

» The management of a government- 
owned gambling establishment in Man- 
ila, and management of other govern- 
ment corporations or agencies. 





“he president’s brother and sister-in- 
law are the most prominent people 
associated with the Aquino government 
to be hit by charges of improper busi- 
ness activities. Accusations about busi- 
ness. rake-offs inside the government 
began to surface last year. A 31 October 
¿pastoral letter from Manila’s archbishop 
Cardinal Jaime Sin said “graft and cor- 












tuption persists in many offices of gov- hi 

























ernment.” Two weeks later a confiden- 
tial “statement of concern” from Armed 
Forces of the Philippines, (AFP) chief 
of staff Gen. Fidel Ramos.and his four 
service chiefs landed on Aquino’s 
desk. 

In this 15 November statement, 
Ramos and the generals charged “graft 


and corruption on the part of some offi- 
‘cials while the old regime continues to 


be castigated forits corrupt ways.” They 
went on to-say that “some high-rankit — 
officials as well as. at the lower levels 
the present administration are report: 
to be involved in graft and corrupt prac- 
tices of significant magnitude.” (Soon 
after receiving this note, Aquino sacked 
two ministers widely seen as possibly 
abusing their ministerial prerogative to 
award contracts and concessions — na- 
tural resources minister Ernesto 
Maceda and public works minister 
Rogaciano Mercado.) - 

Another military complaint about a 
special type of “local business” has ré- 


cently been sent to Aquino. Philippine 


Constabulary (PC) chief Gen. Renato 
de Villa wrote to the president on 11 
February, complaining that “many:local 
executives have arrogated unto them- 
selves the authority to ‘allow illegal 
gambling operators to operate in their 
respective areas either for personal gain 
or as part of preparations for the coming 
local elections.” ns 
De Villa’s note, which reached the 
president's office only on 9 March, says 
“some OICs [Officers-in-Charge, tem: 
porary local officials appointed ` by 
Aquino] even have the temerity of 
dropping the names.of prominent politi- 
cal figures as their backers . . . [the 
OICS} also reason that they need the 
roceeds from these illegal enterprises 
in order to finance petty but necessary 
expenses.” The letter says “PC-INP 
[Integrated National Police] reports re- 
veal that in Region 2 and.3 [both in 
Luzon, north of Manila] over 100 local 
executives (74 in central Luzon and 24 
in:Cagayan Valley) and other govern- 
ment officials are either maintaining or 
protecting illegal gambling .. . itis more 
or less the same in the other regions.” 
De Villa names names: He gives 
specific numbers of officials involved in 
the racket: Bataan. (9), Bulacan (12), 
Nueva: Ecija (15), Pampanga (19) and 
Zambales (6). He claims Tarlac has 13 
town: ors involved. with illegal 
gambling, including.one “major finan- 
cier” of jueteng, sakla and: hi-lo, all 



























illa closed his letter to A uino 


jarning that the OIC/gambling 
problem will “erode the moral image 
projected by: the present administra- 
tion” while “emboldening” his own 
commanders to stray from the correct 
path. Lotteries and numbers games 
should be legalised but not over-regu- 
| lated, he suggested. By comparison to 
| many PC commanders, De Villa retains 
a solidly professional reputation: he 
“told the president she must come out 
with a “clear policy statement” to allow 
< the PC to “go after the perpetrators 
without fear or favour.” 
n_response to this plea, however, top- 
level presidential aides tell an intrigu- 
‘ingly different story. They describe in- 
tense, rear-guard resistance by local 
. AFP commanders who resent losing 
_ their local business. prerogatives. “Why 
“9. you think most of the rebels [in mili- 
-ry mutinies challenging Aquino] have 
e from Region 3?” a presidential 


` aide asked the REVIEW rhetorically. 
“Because we have moved against their- 


gambling control, they have tried to hit 


»} ous.” And far from being non-partisan, 


these advisers claim that letters 
_ from top brass simply reflect 
: military unease at losing busi- - 
| ness prerogatives. 
| But losing to whom? In an - 
interview with the REVIEW, 
Peping Cojuangco denied or- 
| chestrating an operation cut- 
ting himself in on gambling op- 
| érations that, on his estimate, 
yield at least P900 million’ | 
| (US$44. million) in collections 
-each month from just 30 pro- 
inces.;“In the first few days of 
he new: administration, the 
president, Gen. Ramos and I 
talked about [gambling],” he 
| told. the ‘REVIEW. “Ramos: 
-irged. Aquino to legalise it,” 
~ojuangco said. 
o: Cojuangco conceded he 
“was able to-give.business con- 
cessions” after his sister won the presi- 
dency.“ Assisting someone into busi- 
“ness is a better way to put it,”-he added. 
"What business concessions? Cojuangco 
“noted the arrastre business by way of 
| example, using--the local term for 
portside,..cargo-handling ‘concessions 
awarded by the Philippine Ports Au- 
-| thority (PPA). Butthe people he helped 
| geta PPA sole licence “did not go there 
with empty pockets,” suggesting they had 
no need of his help to line their pockets. 
He also conceded that “a lot of peo- 
ple are using my name,” but insisted he 
also spreads the word around that these 
-blandishments do not carry his author- 
ity. “If I need something from [some- 
one], I call [them] myself.” In response 
to:charges that the government-owned 
Philippine Amusement and Games 
Corp: (Pagcor), which operates all the 


overnment-owned casinos inthe coun: 
y, had become his private fiefdom, he 





says his only motive in pu 
people” was to prevent funds from 
going to.Marcos loyalists. 

The people he manoeuvred into Pag- 
cor after February last year (most prom- 
inently Tarzan Lazatin, Rey Pineda and 
Ambit Antonio), boosted government 
revenue from P40 million a month to 
P140 million, Cojuangco said. Prompt- 
‘ed by an incident in a nightclub in Man- 
ila’s Silahis Hotel involving one of these 
persons, President Aquino recently dis- 
missed. all her brother’s Pagcor mana- 
gers and brought in a new team led by a 
woman banker. 

Cojuangco was more circumspect 
when explaining his wife’s. dealings in 
Mindanao, where she acted as a cam- 
paign coordinator for the Aquino forces 
in last year’s election. He described re- 
ports reaching him of “attempts to 
abuse [barter trade],” adding that 
“{Tingting Cojuangco] is the one. the 
Mindanao people go to [for help in deal- 
ing with the government].” However, 
REVIEW inquiries revealed repeated 
charges that Zamboanga Barter Trade 
Administrator Asackil Aguell, an asso- 
ciate of Tingting Cojuangco, has pro- 


‘CORY'S RELATIVES. 
IN~OR NEAR — GOVERNMENT 





Singapore (an unauthorised tra 
stination) with goods worth P50: 
or more. 

Ships far larger than the legal max 
mum 1,000 dwt supposed to be ‘used | 
the barter trade routinely off-ing 
goods in Manila, which is also sup 
posedly a prohibited port under the bar- 
ter-trade regulations. Neighbouring 
countries, left off the trade routes, ar 
complaining. Advisers in the presi- 
dent’s office described Tingt 
Cojuangco as becoming “involved” i 
appointments. to the Southern Philip 
pines Development Authority (SPD. 
which. promptly got into trouble with 
AFP commanders making a commise. 
sion from the barter trade. There are | 
growing demands to abolish the SPD 
On 13 March, Tingting’s Mindana con 
nection became more co i 
with the release by oppositi 
cians of a transcript of tapped telep 
conversations in which she is a ge 
discussing payments to a Muslim fac 
tion. 

Cojuangco denied any need tc 





cumtlate funds for the 250 000-member. 
PDP-Laban. “Our party 
cheap to run,” he said, addi 
that his party only spent: at 
average of 250 per precinct in. 
the recent constitutio: 
plebiscite (Review, 1 
There are 86,505 precinets 
the Philippines, 

~ Hea ted the sugges 

tion that he acts.as an. 

adviser to the pr 

counter claims oft 

influence, he poi 

“my list of [sena 

for the. president’s end 

ment had nine PDP-L 

members and 15 others, but 

not all these won her ap- 

proval.” Others are not so 

sure. It is ‘known that. £ 

president's retiring executiv 


Reviewousramtyantyiene secretary, Joker Arroyo, | 


moted a rapid expansion of barter-trade 
associations... Persistent. reports also 
suggest. levies .of around P50,000. are 
imposed on each barter-trade voyage by 
people claiming to: work for the 
, Cojuangcos or military elements. 
Originally. conceived in the 1970s as a 
way to-continue traditional Muslim sea- 
borne commerce to neighbouring coun- 
tries, “barter trade” escapes customs 
levies. It had become an open scandal in 
the Marcos years, and some say the 
problem has become acute again, On 16 
February, Finance Minister Jaime 
Ongpin ordered an inter-agency task 


“legalised smuggling” in which ships de- 
part with perhaps P100,000 in outward- 
Port concessions: page 72 
Sugar wealth: page 73 





force to consider ending this form of | 


red with Cojtiangeo. over gover 
appointments. The president a 

tinues to admire her brothers p 
acuity, well-placed sources said. 


C ojuangco says he became a key pe 
son in cementing: political alliances 
of support for his-sister in the run-up t 
last-year’s election. “My sister is not 
politician; she does not know about these | 
things,” he said. He described his rol 
instrumental in financing her cam 
for the presidency: “we needed fy 
he said. The advisory role continues 
“Even if] wanted to I can not get owt.” 
Cojuangco professes a desire toore: 
turn to private business. He says tha 
because of the need to mairitain wiiar- 
| nished the moral stature of his: 
| 





presidency, “itiseven harder todo bus 

ness for us now than under. Marcos.” 

Yet despite constraints om immediats 
| family. profit-making, critics say key des 











: in such agencie as 
National Food Auth f 
National Electrification Administra- 
tion, the Manila International Airport 
Authority and Food Terminal Inc. re- 
main friendly, and beholden, to 
Cojuangco: 
c Emil Ong, for example, i is. politically 
close to Cojuangco and serves as East- 
ern Visayas. coordinator for a pro- 
-Aquino coalition. Not least, he also be- 
came chairman of the NFA, the sole 
publica apes allowed to import and dis- 
fribute oodgrains. No matter what the 
truth behind charges of palm-greasing 
patronage, a fair number of the presi- 
dent’s relations now hold government 
jobs or are running for congress: 
Peping Cojuangco, his associate Jose 
Yap.and Hermie Aquino (also related 
to the president), will run for Tarlac’s 
three lower-house seats. Even Tingting 
Cojuangco aspires to a congressional 
seat from Manila’s Makati business dis- 
‘trict, “despite Cory telling her not to,” 
as Aquino advisers noted. And from his 
exile in California, Marcos loyalist 
‘Danding Cojuangco will orchestrate op- 
‘position to Peping’s election plans. It 
eems still to be all in the family. 
» The pending elections. will see the 






























































Lucrative port 
concessions 


3 ME One of the most fre- 
tE quent charges against 
SERTEL Aquino associates is 
| that they benefit fi- 
nancially from the 
cargo-handling mono- 
poly at Manila’s ports. 
In an interview with 
the REVIEW, Jose ‘Peping’ Cojuangco, 
President Aquino’s younger brother, 
conceded he helped friends enter the ar- 
rastre (port services) business after the 
change of government last year. 
Associates of Benjamin ‘Kokoy’ 
Romualdez (brother of former first lady 
elda Marcos) moved after 1980 into 
_cargo-handling at Manila’s north and 
south harbours. But their Ocean Termi- 
‘Services Inc. (OTSI), together with 
ubsidiaries Metro-Port Services Inc. 
MPSI) and Manila International Con- 
er Port Terminals. Inc. (MIPTD, 
: sailed into rough waters after Aquino 
te power. : 
j the Presidential Commission 
on Good Government (PCGG), set up 
9 track down improperly. acquired 
oldings of former president Ferdinand 
Marcos and his associates, sequestered 
hese companies ‘in April. Then both 
MIPTI and MPSI lost their monopolies 
o two:firms formed after the February 
986 change of government. Marina 
rt Services Inc. took over the south 









rbour business, while Metrostar Ine. 





example, three members of Vice-Presi- 
dent: Salvador Laurel’s family are run- 
ning in elections in Batangas. Laurel's 
brother Sotero Laurel also wants a se- 
nate seat. The vice-president’s nephew, 
Benjamin Laurel, will run for governor 
of Batangas — seeking to replace his 
elder brother Jose Laurel V. 


ther Luzon families have reas- 

serted local and regional claims to 
business and political patronage: the 
Sumulongs (the maiden name of the 
president's mother), Salongas, 
Nepomucenos, Mercados and Josons 
(in central Luzon); the Singsons and 
Crisologs (Ilocos region) and the Bar- 
beros and Paredes in the Luzon moun- 
tain provinces. Elsewhere, the Roxas 


ynastic | pine | tamuy nue : 
politics regain falt expres: on. For Osmenas in-Cebu and the Dimaporos in 











Lanao, Mindanao. 
Yet neither boardroom bickering 
not even vitriol-laden “dossiers” have 
dared question the probity of the presi- 
dent herself. No matter what acts of 
doubtful propriety some members of 
her government might be tempted to 
do, Aquino by every account is untar- 
nished. She sold her shares in family 
businesses on becoming president in- 
cluding her 6.25%. of Tarlac Develop- 
ment Co., though legal advisers would 
not say who bought the shares. She has 
heard her brother disclaim any direct in- 
volvement in gambling, while pragmati- 
cally telling critical churchmen that re- 
venue. advantages from licensed Pagcor 
gambling outweigh any good that would 
be achieved by closing it down. 
President Aquino knows that 












Peping and Tingting Cojuangco. 





her brother’s fondness for coc! 
fighting and horse-racing dat 
from his early childhood. He a 
gues that gambling, despite 
Roman Catholic. Church. disap- 
proval, should be legalised to 
bring more funds to empty gov- 
ernment coffers. It seems almost 
an obsessive interest: he is now 








. with US$50,000 capital paid in 
by Cojua os associates. (in- 
cluding newly appointed Sorso- 


nei al governor 
Etiatde Dinz). 


Aquino’s order ‘revoked 
MIPTI's franchise but said no- 
thing about transferring the 
business to Metrostar. PPA 

. does not have the competence or 
staff to do the job itself and some 
contracting-out seemed inevita- 





on 20 July was granted the sole govern- 
ment contract for container-handling 
operations in the north harbour. 

A change was certainly overdue.. 
Various documents show the Philippine 
Port Authority (PPA, the public agency 
with overall responsibility for the coun- 
try’s ports) receiving many complaints 
about the Romualdez-linked operation, 
even during Marcos’ time. On 1 April 
last year, Port of Manila manager 
Eduardo Santos wrote to PPA general 
manager Primitivo Solis itemising 
MPSPs and MIPTI’s failure to pay large 
sums due to the government. Both com- 
panies also failed to maintain equip- 
ment, resulting in costly delays. 

But when finally PPA decided to 
change things, it moved with extra- 
ordinary speed. On 18 July Solis sent 
another of several PPA notices to 
MIPTI reciting alleged violations of its 
cargo-handling agreement. The next 
day an executive order from Aquino 
cancelled MIPTI’s contract. One day 
later, the PPA gave the entire con- 
tainer-moving business to Metrostar, a 
company registered two months earlier 





ble. But questions promptly sur- 
faced about ‘the propriety of awarding 
the franchise to: Metrostar: no poblic 
tenders were called, 

Nor did Metrostar board members 
have extensive container port experi- 
ence. Eyebrows also climbed another 
notch or two after it became apparent 
that Metrostar would be using MIPTT’s 
cargo-moving equipment, sequestered 
by the PCGG. MIPTI’s men say their 


‘straddle carriers, forklifts and other 


gear are worth at least P 100 million. 


PA’s Solis counters that his first 

concern is that he has a harbour to 
run. All that has happened is perfectly 
legal, he said in an interview. MIPTI re- 
ceived repeated PPA notices of viola- 
tion. It also refused to be audited by the 
government. PPA claims it took over 
MIPTTs operation after Transportation - 
and Communications Minister Her- 
nando Perez asked Aquino to revoke 
MIPTYs franchise. The PPA’s “memo- 
randum of agreement”: with. MIPTI 
explicitly provided for “takeover” of 














- the business if the agreement was vio- 


lated, and clauses also allowed the “use 








ates run lotteries as govern: 

en revenue-boosters. Any real at- 

t suppress gambling in the 

ines, he said, would only bring 

ure. “If you want to see a real revolu- 

tion in the. Philippines, take away cock- 
fighting, ” he added in all seriousness. 


There is a. major distinction between: 
the. type of rampant cronyism. which: |: 


thrived under Marcos and the busines: 
influence that Cojuangco concedes hi 
as exerted from time to time. “People 


not look at us like they looked at. 


the past {regime],” Cojuangco said 


We had already accomplished some- 


g when my sister became presi 

ent,” he said, pointing to the businéss 
achievements of his family. 

s Close associates of the Cojuangcos 

| stress that the family is “old money,” 

„ànd; unlike the parvenus of the last re- 

has no need to enrich itself. In- 

ay, it is practising a form of 

: tO maintain the uncorrupt 

‘image of the president. “People are al- 


< d| ways saying the Filipinos do not. want 


feudalism,” Peping Cojuangco €x- 
laimed. “Is that right? If you look at 
pine feudalism, it’s really just a 
family.” . 


of contractor’s equipment,” and | provided 
for its purchase or “reasonable rentals.” 
Solis claimed rental for use of MIPTI 

cqsipment is being paid into a holdin 

resolution 

questration. (By 18 March no 

PCG sequestration had yet rir 
rts, as prom 

orders. defining 

the crony-hunting commis- 
w yeeie not divulge how 


he legality of PPA’ franchising 
seems unquestionable — if one relies 
pon former president Ferdinand Mar- 

_ os’ “Letter of Instruction” No. 1005-A. 


Uf 11 April 1980 giving PPA the power 


-to evaluate cargo-handlers “under such 
criteria as PPA may set.” A Marcos-a) 
in ae Court ruled i in 198 


Despite the 
; apart from the squabbling between the 
‘| “ins” and the “outs”) deeper questions 
| of policy and business propriety remain 
unanswered in the Cojuangco-orches- 
trated switch of arrastre business. Be- 


` | fore 1980, 23. contractors offered 
| stevedoring services. One of them chal- 
lenged the OSTI monopoly, leading to 
the 1983 court decision. 

Solis worked for the PPA when it 
moved into the monopoly arrangement, 
but quit in a row with then-armed forces 
chief of staff Gen. Fabian Ver. Then à 

navy commander, he has now returned 


| asa full captain to run the PPA, over- | 
ei once again an arrangement re- 


ing the one it has displaced. 











Galang in Manila 
ME Business acumen 
‘seems. widespread: 
ithe Cojuangco fami- 
« The. first. Jose 
Cojuangco, an immi- 
grant. from China's 
Fujian province, 
started-in business as 


a building contractor in Manila in 1861 


and moved to Tarlac in the mid-1890s 
where he invested earlier earnings in 
rice and sugar lands. He was also, ac- 
cording to written accounts, a money 
lender. 

Corazon Aquino and Jose ‘Peping’ 


Cojuangco. are the fifth and sixth of. 
seven children of Jose Cojuangco Sr, | 


the eldest of four sons of the Fujian im- 
migrant’s only son, Melecio. The first 
Jose Cojuangco also had two daughters, 
Ysidra and Trinidad, 

Then and now, rumours have not 
been kind to the Cojuan cos. Melecio’s 
marriage to. a wealthy Chinese mestiza, 
rather than his own skills, was cited.as a 
big factor in his business expansion. 
Melecio: went into politics and won a 

the 1907 Philippine Assembly. 
lied two years later and Ysidra spk 
€ family businesses. 

The family business. today remains 
largely rooted in the sugar. industry. 
Central Azucarera de Tarlac, a sugar 
mill with a rated capacity of 7,080:ton- 


| nes of cane. a day, was: bought by. the 


Cojuangcos from: the Spanish: firm La 
Compania’ General. de. Tabacos, de 


¿Filipinas in 1958. It was from the same 


company that the family had much ear- 
lier. acquired Hacienda Luisita. The 
Tarlac sugar mill accounted for 4,2% of 
total Philippine raw-sugar production in 
the period 1974-83. 

Hacienda Luisita covers 6,500 ha, of 
which 5,000 ha. are arable. The 
Cojuangco family’s: Tarlac Develop- 
ment Co. manages. the . plantation, 
which produces’ cane for Central 
Azucarera de Tarlac. According to the 
company’s 1981 records with the Securi- 
ties: and Exchange Commission, Tarlac 
Development owned about: 40% of the 
sugar mill, with the rest distributed 
among. various members of. -the 
Cojuangco family. The religious group 
Corp:.de. Padres Recoletos was listed as 
owner of 2.2% of shares outstanding. 
By 1984, the. list of shareholders. in- 
cluded a few. names.with residences in 
5 as Switzerland, Argentina and the 


Tarlac Development also owns 73% 
of Tarlac Distillery, whose capacity of 
40,000 litres of alcohol a day is the sec- 
ond largest in the country. The distil- 
lery, in tuin, is listed as owner of 95% of 








the group's. marketing unit, 
Marketing Corp. , set up in 1964m nyo 
for the. sugar mil i's econ: of refined — 
sugar. 

Jose Cojuangco & Sons Ine est 
lished i in 164; manages the fam 


companies, as culled from various 
pany reports, include: PI 
from ane Azucarera de ” 


; a n 
; nage” ‘of the various 
also collected. 
she assumed the presidency in 
February 1986; Aquino held, acoordin 
to corporate records, 6:25% of ar 
Development, 0.04% 
Azucarera de Tarlac, 
Distillery, 0.3%: of 
and 6.25% of Jose © 
She was also an offic 


growing —— flo new. investm 

been made. for fear of suspicio 

cism. Nor has the group made an 

tempt even to “recover what we 

during the Marcos years, according to. 

Cojuangco: ; 
He did not specify what was “lost” 

to whom, One strategic enterpri 

was jointly owned by a wide bas 

clan was. the: ‘Tarlac-based First 


the establishment of a per to. 
the financing needs for the dev 
of the coconut . industry. 
‘Danding’ Cojuangco, a cousin of 
ing and one of Marcos’ cronies, 
sumed control of the bank (later re 
named United Coconut Planters Bank). 
with access to funds collected from. 
coconut farmers. 

Sources say that was the last 
business undertaking that was shar 
the the Cojuangco family as a whole - tte 
after the break-up of FUB, Dandi; 
cultivated further relations with Man 
and in 1984 capped his business exp? 
sion by gaining control of ind 
giant San Miguel Corp.; Peping c 
trated on the sugar-related : 
and Ramon Cejuangeo; anoths 


Telenhawe Co., whi 
its former US owners. 
that Ramon Cojuangco 

















By Philip Bowring in Hongkong . 


The bull slows down 


nly the very brave and. the very timid continued to stay 
‘away from equities as world bourses clocked up another 
average advance in the past month, equivalent to a year’s 
average fixed-interest earnings: Everywhere it was more of 
_ the same trend seen in the last quarter of 1986 and the first 
weeks of this year, led by Wall Street with a 3.5% gain over 
the month. However, there were signs that upward momen- 
tum was easing off. Certainly there was no lead from interest 
- rates any longer. They moved narrowly and uncertainly. 


















Equities were almost the only game to play, as currencies 
too moved only narrowly thanks in part to major industrial 
countries’ efforts to stabilise them at what are regarded by 
many economists as realistic levels — a sure sign that the 
market will not accept them for long. Of the major curren- 
cies, only sterling and the Canadian dollar moved signifi- 
cantly against the dollar — both upwards: = 

Gold only managed a modest rise despite the Brazilian 
debt problem, and industrial commodities showed little sign 
yet of reaping some gains from the liquidity boom. 

_ Although the odds are on the bull run continuing a while 
longer, now may be time to bring out the old adage: “No one 
rings a bell to tell you when to buy and sell.” Sceptics see a 
bear sign in the number of new funds being offered to the 













































-Acash-stuffed 


By Carl Goldstein in Taipei.. 

“a An extended bull 
arket hasi ‘pushed 
{thé Taipei stockmar- 
ket up 23% since the 
beginning of the year, 
-of 10:March, whet- 
ip the appetites of 
meee fund managers and in- 

ional investors around the world. 
rading volumes have reached all-time 
s: on 2 March, transactions hit 
1.2 billion (US$206.9"' million), 
e average daily transactions for 
anuary and February of NT$4.6 billion 
ere double ‘the 1986 average. The 
ei exchange’s weighted price index 
oved smartly from its:1986 close of 
039.11 to above 1,300 points, before 
cting slightly to:close on 10 March 
5276.46. poe 
But it is mainly. domestic investors 
hat are moving the market. Local brok- 
rs report that new investors are liter- 
ily walking in off the streets with suit- 
cases stuffed full of cash. 
= For the hungry foreign investor, four 
booming indirect investment funds are 
about the only game in town due to 
strict limits on foreign investment in the 
local market. The © London-listed 
Taiwan (ROC) Fund, Formosa. Fund, 
ind Taipei Fund, are getting premiums 
s high as 60% over asset values for the 
imited’ number’ of privately- traded 
shares available. : 

o The- newest entrant; the: American 
Stock Exchange+listed. Taiwan Fund 
-y has created the*biggest stir, and 
monstrates just-how heavy the de- 

nd.is ‘among foreign investors for a 
‘stake in the Taiwan economy. : 
Launched on 16 December, the 
[S$25 million fund’s initial offering of 


















heavily over-subscribed. In the weeks 
hat followed, the market price went as 
igh as US$39 before settling slightly. T 





3 million shares at US$12.ashare was | © 





case for investment 


closed at US$33.12 on 10 March, still a 
stunning 197% premium over its per- 
share net asset value (NAV) on that 
date of US$11.15, 

Even officers of the management 
company, China Securities Investment 
Trust Corp. — whose foreign partners 
are Merrill Lynch International, Bang- 
kok Bank and Fidelity International 

have been taken sia 





aback. ` A LEl 


Despite doubts over 
its huge premiums, the 





months, as with the Korea Fund, which 
once brought premiums in excess of 
200%, but by 19 February had dropped 
back to 81%. It might also be unwise ` 
bet that the market index will contin 
moving up at the same pace. Curre 
predictions are for’a period of correc- 
tion’ in. the first quarter, followed bya 
maximum 14% ‘rise to the 1,400-1,450 
level perhaps by mid-year. 

The prime force behind the Taipei 
market's. bull run has been the several 
billion US dollars of “hot” cash that has 
flowed into the country in the past six 
months, as speculators rush to cash in 
on-the exchange-rate shifts. A good por- 
tion of that has gone. right into the mar- 

anal ket. Interest rates on 
bank ‘deposits are at 
their lowest points ever. 
Exports — and profits 





Taiwan Fund Inc.’s 


thereof remain 





example is spurring 
some of the other funds 
to consider the benefits 
of listing in the US: The 
Taiwan (ROC) Fund is 
investigating “the. possi- 
bility of listing on ‘the 
New York Stock Ex- 








strong, despite the NT 
dollar’s appreciation. 
Alarmed by the in- 
flow; which has helped 
push Taiwan’s foreign- 
exchange reserves to 
morethan US$50° bil 
lion, effective 12 March 





change, according to 
Steven R. Champion, president of fund 
manager International Investment 
Trust (IIT). With more than US$140 
million under management, the fund 
easily fulfils the minimum requirement. 
Champion said the benefits to share- 
holders of the enhanced liquidity might 
make the additional listing worthwhile. 
It is hard to predict whether returns 
on these funds; via cash dividends, cur- 
rency revaluation or capital apprecia- 
tion, will justify current market prices. 
In effect, the premium is a scarcity tax 
for investors eager to buy into Taiwan. 
Some analysts feel the price of the 
shares will fall over the next few 
LATTA RAT TS 


Brazil for the brave: page 76 
Versatile umbrella funds: page 78 
Trusting in bonds: page 78 — 
Sparkle of diamonds: page 79. 





OWD 5 


the ‘central bank: ‘re 
quires prior approval for inward remit- 
tances over US$10,000 for individuals 
and US$1 million for trade-related 
transactions. But. this. appears unlikely 
to affect the stockmarket, or stem the 
inflow for that matter, as funds can sim- 
ply be broken down into. smaller lump 
sums: to avoid the reporting require- 
ment. Investment in the foreign funds 
will not be affected, since funds up to the 
Taiwan Government-authorised tevel 
have long since been remitted inward. 
The foreign funds — closed-end unit 
trusts, or mutual funds — are the result 
of three-and-a-half years of cautious in- 
ternationalisation by Taiwan’s financial 
authorities: The pioneer Taiwan (ROC) 
Fund was launched by IIT in November 







: 1983 with-an initial US$40 million sub- 
‘seription. 
„holder among nine foreign banks and 
- brokerage houses is. Citicorp, «while 


he. largest foreign. share- 










seven. domestic financial- institutions 
1% 

























‘public helped. by stupendous performances in the past 12 
months. Bulls find this evidence of strength of retail demand. 

In individual markets, Tokyo has continued to be a law 
unto itself, ever inventing new excuses to rise. It may not be 
the same as New York in 1929 but there are similarities with 
early 1973 Hongkong. Lugubrious West Germany managed 


a small recovery after a disastrous start to 1987, but still lag- 


ged way behind the rest of the world. London was for once 
among the top performers, gaining confidence. in Prime 
Minister Margaret Thatcher’s re-election, and falling interest 
rates as sterling performed strongly. > 

`: In Asia, Singapore and Malaysia remained the fastest 
short-term risers helped by external flows into these narrow 
“markets and the slightly better commodities outlook, par- 





ticularly for oil which defied sceptics and climbed over fhe 
US$18-a-barrel Opec target. But signs of nervousness were: 
apparent, especially in Malaysia, at the speed of advance. 
Australia showed considerable resilience, gaining ground 
even through higher movement in interest rates which in turn 
produced a stronger currency. Gold shares remained in big 
demand, but industrials showed signs of finally running out 
of steam. . 

Hongkong faltered briefly as rights issues threatened to 
drain liquidity. But Taiwan and South Korea powered 
ahead, despite continuing upward movement in their curren- | 
cies which may squeeze profits, to the great dismay of those 
unable to get in except by paying huge premiums to buy the 
few funds available to foreigners. 





















The US$25 million Formosa Fund, 
managed by Kwang Hua Securities In- 
vestment & Trust, was launched in 
March last.year. Its. foreign sharehold- 

sare Interallianz Bank Zurich, Feder- 
4d International Investment Manage- 
ment and Hoare Govett Asia. 

The Taipei Fund, also US$25 million 
and managed by National Investment 
Trust, came on line in May 1986. Its 
foreign partners are G. T. Management 
(Asia), Prudential-Bache Securities and | 
B. T. Foreign Investment Corp. 

-For the 1 January-10 March period, 
the best performer was the Formosa 
Fund, whose per share NAV rose 
16.3% to NT$520. The Taipei Fund was 
close behind with a 15.2% NAV in- 
-crease to NT$476. The Taiwan (ROC) 
Fund’s NAV rose 10.9% to NT$659, 


NT$388. 







































and the Taiwan Fund Inc. rose 9.1%, to 


Looking at the month of February 
alone reveals a different ranking. The 
then fully invested Taiwan Fund Inc. 
rose 7.6%, the Taipei Fund 7.1%, the 
Formosa Fund 7%, and the Taiwan 
(ROC) Fund 5.8%. 

All four were out-performed by the 
index’s 23% climb. In general, the 
foreign funds emphasise a “buy-and- 
hold” long-term capital appreciation 
philosophy, rather than short-term 
gains that might be obtained by more 

` active trading. Other reasons include 
the relative weights .in the index as- 
signed various sectors, and the specula- 
tive nature of the Taipei market. 

The finance sector, for example, ac- 
counts for more than 23% of the index. 


















The funds have by and large kept away 
from bank shares, many of which have 
been hit by heavy foreign-exchange logs+ 
es. But in the past three months, bank 
shares have risen strongly. Analysts said 
the reason was speculation, promoted 
by heavy trading by a handful of big in- 
dividual investors, that the banks — | 
which are government-controlled — 
might be due for a major recapitalisa 

tion to shore up capital. å 






Managers of the foreign funds invest. 
in 30-40 blue-chip shares, out of 130 
listed companies. By and large, these 
shares do not get bought by speculators; 
thus, the stocks with the broadest mové 











A ‘ 


ing floor: international 
ment are. often not in the funds’ port- 
folios. 

The steady appreciation of the 
dollar during the past 18 months (up. 
14% since September 1985} has focused 
some foreign interest on IHT's mutu 
fund for domestic investors, the Fi 
Securities. Investment Trust Fund 
(known as “First Fund"). By early 
March, the fund, which was launched in~ 
January 1986, had grown to about 
NT$1.8 billion, close to its authorised 
limit of NT$2 billion. 

Some Overseas Chinese and others 
are known to have gone this route, and 
the NT dollar's expected further ap- 
preciation to 32 of 31 against the US. 
dollar can only make this option more 
attractive. Both the Formosa Fundand © 
the Taipei Fund have been given verbal 
approval to begin preparations for es- 
tablishing their own NT$2 billion funds, 
while the Taiwan Fund Isc. is expected 
to get the same nod laterin the year. g 
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_ By Anthony Rowley in London and New York 
“Anyone who put 
Toney into the Philip- 

























market. which looked 
so cheap on funda- 
m mentals” ~~ must 
worth buying, got it absolutely right. 
Now might be a good time for such 
ave (though not foolhardy) souls to 
rn their attention to the stockmarkets 
Latin America — Brazil’s in particu- 





ar. 
¿»y The Brazil stockmarket © (consist- 
ing of exchanges in Sao Paulo and Rio 
de Janeiro) is, like: Brazil itself, very 
big. In terms of capitalisation and turn- 
over, it dwarfs all other. so-called 
“emerging” markets. and approaches 
othe size of some principal European 
markets. 
~The other Latin American:markets 
++ Mexico, Chile, Argentina, Colombia 
and Venezuela (in order of capitalisa- 
ion). are much smaller, though not 
“necessarily less interesting in terms of 
-their potential. 
_In all emerging marke 
ome of Asia’s-—. th 
-recently, for insta asier to get 
in than to get out. But:that is only half 
_.the problem for the investor who wants 
‘to go Latin. There’ is a remarkable 
dearth of information on Central and 
outh American stockmarkets nowa- 
Jays in the principal financial centres of 
the world. > 
Ask just about any sizeable securi- 
iés house in; New York or London (or 
Tokyo, for that matter) about: Asian 
tockmarkets and they will snap back 
with an informed assessment plus quite 
“probably a wealth of detailed research. 
Inquire, however, about, Brazil or 
‘Mexico (much less Chile and: Argen- 
ina) in New York and London, as 
his- correspondent did recently, and 
he response will generally be°one of 
gnorance, indifference or even amuse- 
ment... : 
At one of Wall Street's, biggest in- 
vestment houses, a senior executive of- 
red the usual bullish assessment of 
sian markets in general, and: then 
hen asked about prospects. south of 
US border, dismissed Latin Ameri- 
markets as fit “only for crap-shoot- 
rs.” They are certainly not fit places:for 
widows and orphan ¢ for that-matter 
‘for big institutions. 
AS another New-York: investment 
anker observed, the Latin American 
































































ines stockmarket a | 
čar orso ago, onthe | | 
assumption that any — 


be“ i 








arkets (with the exception of Brazil) 
re: capable of absorbing big (institu- 
funds only when they are 


atin American counters are 


“EMERGING STOCKMARKETS 
PORE "(USE milion} i 


domestic 


f Market 
companies 


capitalisation § traded 





start of the Cruzado Plan (when the 
Brazilian currency was redenominated, 
prices were frozen and inflation fell to 
in almost zero), the Sao Paulo 
exchange index shot up from 
around 8,000 to over 20;000. 
A lot of people, including 
= foreigners, “made a lot of 
money,” 














“But then imports surged, 
i prices shot up again, inflation 
returned: to 20%%a month 
and. the foreign debt burden 





teached’ an unsustainable 








Note: All data is for 1985. 


“gorged with hot money.” But that, he 
admitted, did not prevent adventurous 
individuals like himself from making 
profitable forays into the markets from 
time to time. An in-and-out strategy 
(often using the local black market as a 
means of exit) can be the best way of 
coping with the extreme volatility of the 
markets. 

That volatility — a reflection, some 
would argue, of the Latin temperament 
~~ is very apparent in the huge swings in 
annual returns available: in these mar- 
kets. These returns have been hand- 
some in some years and dismal: in 
others. More recent. performance- has 
been no different, especially in the case 


of Brazil. 


he Brazilian market is the best 

Known overseas and better knownin 
London than in New York. But that is 
not to say that it is easy even in London 
to get to know about it. Two firms of 
brokers, Vickers:da Costa and James 
Capel, appear to be best-informed, Vic- 
kers acting as London agent for Brazil 
Capital Services which in turn operates 
the Brazil Fund (the price of. which is 
published daily in the Financial Times), 

But there. is no research ‘material 
available -— “we have. all lost:so much 
money in Brazil that we don’t need re- 
search staff to tell people not to buy the 
market,” quipped one broker: — and 
even getting hold of a Brazil’ market- 
index means having to call up the Banca 
do Brazil or buying the Gazette Mercan- 


tile, an English-language newsletter 


published in London. 
Yet despite*rather wry comments 
such as “Brazil is the country of the fu- 


| ture — and always will be” from. those 


who do know something about” its 
stockmarket, the fact is that more than: 
USS$1 billion of foreign money. poured 
into.the market during 1986: Most of it, 


admittedly, has since poured out again. | 


Estimates. are that foreign funds there 
now total only around US$20 million. 
But one Scottish investment trust has 
reportedly put no less than 1% of its en- - 


Source: international Finance Corp. í 













devel which led to Brazil de- 
` “faulting even on interest pay- 


“REVIEWTABLESty AntyTeo ments, The market crashed 


back to around 6,000 and the capitalis- 
tion of ‘the stockmarket in Brazil, t. 


: seventh-largest:economy in the worl 


fell to just US$30 billion or so. ‘That 
left many companies™:shares selling at 
below book value and market leaders 
on price-earnings «ratios. of typically 
around 2; Shades of Manila before its 
recovery. = > > Ooy 

Still, if Brazil’s: infant democracy 
can restore some sort of economic sta- 
bility and if the “prices of natural re- 
sources such as bauxite and iron ore 
which Brazil’ (like Australia) is rich in 
should improve, then, say the London 


. brokers, foreign money could pour back 


in again. 

James Capel notes that over the past 
five. or. six. years compounded returns 
from the Brazil market have been “over 
100% in US dollar terms.” If Brazil goes 
ahead, too, with a mooted programme 
to privatise its big state-owned industry 
sector, that could be good news for the 
stockmarket.: pra 

. Passed in December 1986, resolutio: 
12/24 of the Brazil central bank attempt 
ed to create more-realistic and flexibl.. 
conditions for foreign investment in the 
Brazilian. stock exchange. Foreigners 
can now invest direct or via the Brazil. 
Fund and the minimum investment 


-period is 90 days (though a year ago it 


was possible to get money out of the 
country officially in 10 days when the 
economy looked good. There is always 
the black market, but the black cruzado 
rate has now deviated sharply from the 
official rate). ‘ 

The minimum. investment in the 
Brazil Fund is now- Cruz 10 million 
(US$646,204) -+ for . institutions and 
around US$5,000-equivalent for an in- 








dividual investor. R 
There are no set money limits on the 
size of individual direct portfolios. The | 
trouble is that the Brazil Fund (aso-call- 
ed 1401 fund; which is in fact an invest- 
ment company rather than’ an invest- 
ment trust) has fallen from: a high of 
around US$18 last year to US$2.75 or 

soat present and the t I 





































fund just now 
lion... : 
The fund normally invests 70% in 
equities and the rest in bonds and fu- 
tures (Brazil even has a stock index fu- 
tures contract). Dividends and capital 
gains are not taxed if reinvested though 
there is a 15% withholding tax on remit- 
ted profits. For direct investments, the 
dividend withholding tax is 23%, but 
capital gains are not taxed. 

Mexico's. is the next biggest of the 
Latin American markets, though it is 
only one-tenth the size of Brazil in 
capitalisation terms. The Mexico mar- 
| ket is even less well-known in London 
| than Brazil’s, and the few analysts in 
~ New York familiar with it say they pre- 
fer Brazil, which, unlike Mexico, is not 
oil-dependent. 

A rather more positive view comes 
from the World Bank’s equity special- 


ly some US$8 -mil- 









‘tg, the International Finance Corp. 
F Washington. There it is 
oi out thatthe Mexico. market 


. was up 40% in real US dollar terms 
„dast year (nominally it rose by 160% 
| but inflation was 120%) and, unlike 
Hearts market, has continued to rise in 

1987. 


he New York-listed Mexico Fund 
has risen from a low of US$2 to 
-US$4:75 recently, though it is still trad- 
ing at 240% discount to net-asset value. 
Average p/e ratios are around 10, dou- 
ble what they were last year. If Mexico 
can get on top of its debt burden and get 
back to a realistic exchange rate vis-a- 
vis the US dollar — both admittedly 
rather big ifs — then the stockmarket 
|. will be an attractive proposition, an IFC 
< | executive told the REVIEW. The stabili- 
|. sation of oil prices is also a bull point for 
| Mexico, and its non-oil exports are ris- 
ing. 
se "Compared with Brazil, it is relatively 
| gasy getting money out of the Mexico 
| market. However, the withholding tax 
sn dividends (not capital gains) is a pro- 
hibitive 55%. 
„An. attractive outsider could be 
the Chilean stockmarket. It is the 
“number one” Latin American market 
for James B. Rogers Jr, a somewhat ec- 













dent for his comfort. Colombia, he 


| there is the prospect further down 


‘management group (with an office in 


| ship will spread as the fund becomes 





FIERY LATIN MARKETS 


(% annual change in US$ terms) 


Stockmarkets 1977 | 1978 1980 | 1981 Ea 1983. | 198 [Compound F 


centric though obviously successful 
New York private investor who runs his 
Rogers Holdings from a rather opulent 
mansion in Manhattan's Riverside 
Drive. 1 

Rogers, who puts his money where 
his mouth is, notes that the Chilean cur- 
rency is freely convertible and that he 
expects the government in Santiago to 
begin a campaign to encourage foreign 
portfolio investment soon, just as it is 
encouraging domestic investment and Serr Taare 
privatisation already. There is risk — | ae oe 
Chile has big debts — but the risk is : nerd i 
manageable, says Rogers. And the “gaat, 
price of copper (which Chile has in large 
quantity) is rising. 

Rogers is one of the few active in- 
vestors who have knowledge of the 
smaller Latin American markets. 
Argentina is relatively unattractive in 
his book — high inflation and consider- 
able economic problems both offset the 
potential attraction of extensive natural 
resources: Venezuela is too oil-depen- 
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adds, is a “cocaine-backed economy, 
but a lot of money has been made there 
in the stockmarket duritig the past two 
or three years.” 

If the prospect, of such markets 
makes widows and orphans cringe, 


the road of broadly based funds which 
invest in. a range of emerging mar- 
kets, including Latin America’s, becom- 
ing available to individual investors. 
Templeton, a Bahamas-based fund 








Hongkong nowadays) recently 
launched a US$100 million closed-end 
fund in New York for these markets, 
and a big slice will go into Latin 
America. At the moment it is aimed at 
major financial institutions, but owner- | | TecomAueraiatit) 
bigger. 

_ Likewise, the US$50 million Emerg- 
ing Markets Growth Fund (oriented in 
part towards Latin America). launch- 
ed last year by IFC could grow to 10 
times that size eventually and find its 
units making their way into the hands of 
individual as well as institutional invest- 
ors. 


UNIT TR 3 
Your Money info TOTE 











The correlation has been run on the S&P500 (US market) against the US dollar returns (excluding cash 


dividends) of each country over the period 1976 through 1984. 
(Note: the S&P500 includes stock dividends but excludes cash dividends.) 


“With dividends. 





Source: international Finance Corp. Emerging Markets Data Base. 
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lames Bartholomew in London 
l A relatively young in- 
vestment medium has 
attracted increasingly 
large sums of money 
in-the last year or so. 
“Umbrella funds” are 
open-ended 
Sie ment companies which 
porate a selection of ‘unit trusts or 











invest- 



























Umbrella funds were originally de- 
signed to enable British investors to 
-move their investments around without 
incurring capital-gains tax.. But the 
funds have attractions. for non-British 
investors too. The business of switching | 
from one sub-fund to another has been 
simplified to the point where it can gen- 
ally be done by making a single tele- 
one. call. The cost of making such a 
witch is also much less than it would be | 
with most unit trusts. The charge varies. || 
m zero to around 4%. The initial 
charges are also lower than those of 
ost unit trusts — from zero to 5%. 
artmore was the first fund-man- 
nt group to create. an’ umbrella 
und. That was in 1984. By early 1986, 
he fund was worth US$108 million and 
ince then it has jumped to US$410 mil- 
n. Money has poured in from more 
han 50 different countries and more 


Putting faith in bonds 


Hamish McDonald in Sydney 


ustralian Government bonds con- 
tinue to offer high yields with the 











erpinning 


estors is bala 


April 


balance-of-payments 











of an extremely low level 
“country risk.” The main worry for in- 
ing the wide yield i 
with the downside potential of a fairly 
‘olatile floating currency, given Austra- 
i's yawning current-account deficit. 
_ Bonds issued by the Commonwealth 
Federal) Treasury are the staple fare of 
ie official securities market, with the 
0-year Commonwealth Bond the bench- 
rk. Yield on the 10-year bond has 
ered in the 12-15% range for several 
rs. After dropping towards 12% last 
» the yield has swung back up to- 
14% as uncertainties cloud the 
f. outlook. By mi 
Australian 
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than half of it from outside Britain. 

Guinness Mahon manages the next 
biggest fund with US$282 million, while 
N. M: Schroder’s fund is worth US$140 
million. Along with a further six or 
more other such funds; there must now 
be a total of over US$1 billion invested 
through umbrella funds. The other 
managers include Scimitar, Mercury, 
Allied Dunbar, Equity and Law, Hen- 
derson and Tyndall, 








» fund 5 tehing ade easy. FINANCIAL TIMES 


that the low charges generally rule out 
the cost-of advertising. 

Gartmore has taken the low-charges 
philosophy the furthest —- which is 
probably why the Gartmore fund has at- 
tracted the lion’s share of the money. 
Called “Capital Strategy” and based, 
like most of these funds, in the Channel 
Islands, the fund makes no initial charge 
whatever. The. sub-funds have no 
spread between the bid and offer prices. 
Only one price is quoted for each sub- 
fund and it is a price at which investors 
can either buy or sell. Switching be- 
tween the different sub-funds is free for 
the first four switches in a year. As for 
annual management charges, they are a 
moderate 0.75%. 


hese terms are so attractive that jn- 

stitutions as well as individuals ha 
invested in the funds. The. ability 
switch from one market to anotheratno 
cost and all on one day has attractions 
for professional investors as well as 
amateurs. It is investment management 
at wholesale prices instead of retail. 

The only catch for private investors 





is that the minimum subscription is 
US$25,000 (or its equivalent in other 
currencies). This figure is not unreason- 
able in view of the extremely low 
charges, but it excludés, smaller invest- 
ors. The other funds have lower mini- 
mum investments and that is part of the 
reason why they demand higher 
charges. 





currently bear a yield margin around 
0.5-0.6% over the 10-year bond yield. 
As well as the federal government 
securities, investors can also look to 
some very sound “semi-government” 
bonds carrying yield margins some 0.90- 
0.95 of a percentage point above the 
equivalent Commonwealth Bond yield. 
Issuers include state government trea- 
suries, state bodies such as electric-power 
utilities, and certain federal bodies. 
Among them three series have a high 


degree of market regard, because of | 


their relatively high negotiability. These 
are the bonds issued by the federal gov- 
ernment’s Telecom Australia, the 
Treasury Corp. of New South Wales, 
and the State Electricity Commission of 
Victoria. Dealers say some state securi- 
ties, particularly those from Queens- 
land, are less easily disposable. 

For a short-term high-yield security, 
Australian Treasury and bank notes are 
also a sound risk, given that Australian 
banks have lender-of-last-resort. back- 
ing from the central bank. Bank notes 








currently pay around 16.75% for 90-day. 


issues and about 16.65% for 180 days, 
with Treasury notes only about'0.25 of a 
percentage point lower. 

For foreign investors, some invest- 
ment houses suggest the extra margins 
from semi-government issues might no’ 
make up for lesser disposability. 

With yield margins of between fivc 
and nine percentage points over com- 
parable government securities, the cur- 
rency risk for foreign investors over the 
term of longer securities is not so great 
given that the Australian dollar has al- 
ready had a substantial fall in the past 
two years. For short-term paper, of 
course, the currency risk could still be 
quite substantial. 


Daves Richardson, of stockbrokers 
‘A. C. Goode. and Co., said that de- 
pending on some improvement in the 
balance of payments and the inflation 
rate, yields should move marginally 
down in the next three months or.so. 
However, not much of a fall can be ex- 
pected until Australia’s inflation rate is 
substantially lower, Investors thus have 
no need to rush the market. ane 
One factor that could push yields | 
down in the short term might be asud- | 
den surge back into Australian bonds by _ 
Japanese: institutions, ould 

























sion to intermediaries like 
| ers ¿(which is another reason 
_ | many people have never heard of these 

| funds). -Gartmore’s umbrella fund is 
therefore ideal: for the increasing 
number of investors who are willing to 


_|-take. their own strategic decisions 


without the advice (and costs) of a 


ro oker. 
The 18+ sub-funds - available in 


Gartmore’ s “Capital Strategy” include. 
five different currency-deposit funds. 


n equity funds investing in Europe, 
an; “North in The the Pacific 


fund. Gartmore could ake its um- 

brella fund still more attractive by offer- 

ing additional sub-funds investing in 

such sectors as commodities, gold, hi- 

mpanies and recovery situations. 

irtmore says it is considering adding 

funds. > 

For those with less than US$25,000 

to invest, the best choice could be the 
| Guiness ‘Mahon fund called “Glob 

-| Strategy.” The charges are higher, but 
ill not so high-as the charges on most 

e others. [he initial charge is 3.5% 

d switches: areata flat-rate price. of 

£25 (US$39.56). There is a list of 20 sub- 

s focused ‘on sectors like ener 

technology and leisure. But one failing 

of the list is that it does not separate 

n from the rest of the Pacific Basin. 

eparate fund would be desirable be- 

e the Japanese market is completely 


fferent from the rest of Asia itits eco- i 


c prospect: currency po ition and 
stockmarket ratings. 

The Schroder fund recognises these 
differences:and more by offering sepa- 
rate Hongkong and Singapore/Malaysia 
sub-funds. It also has aseparate Austra- 
lia fund reflecting another complete 
contrast. within the Pacific Basin, Un- 
fortunately, the Schroder charges are 
even higher. The initial charge is 5% 
and switching costs are approximately 
2.5-4%. The annual management 
charge is 1%. Schroder says the rela- 
tively high switching charge is: “under 
review 

Unfortunately, some. investors in 
these.umbrella funds hardly switch at all 
~~ thus reducing the purpose of invest- 
ing in an umbrella fund in the first place. 
Meanwhile, some other investors switch 
at the worst possible moments: They 
buy after a market has risen and ‘sell 
after it has fallen. One of Schroder’s 
best performing funds in the past six 
months was its Singapore/Malaysia fund 
with a rise of nearly 40%. But after its 
bad performance previously; many in- 

estors had’sold, leaving the fund “al- 
emptied out.” 

is brings home the point that be- 

fore buying Tato an umbrella fund, in- 

vestors should ask not onl whether the 

umbrella funds are good enough for 

them, but whether they, as investors, 


‘are good enough for umbrella funds. It 

| takes application and talent to be in the 
| right market at the right time. Some in- 
vestors would be better off leaving the 


enge toan actively managed inter- 
na ional unit trust. “pf 





te the market at the bégtaning of 

their new financial year in April: ‘How: 
ver, the recent ride of the Australian 
dollar up to a nine-month high of 68 US 


onal clients. dealing in . 
ions: of dollars form the 


Some institutions will 
Ta as small as 
through foreign 
With. ‘returns quoted ona 
“net-redemption yield basis” |- 
clients do not need to take into ` 
account’ extra. brokerage |... 
charges. Competition among 
dealers is very intense, so that 
margins are quite fine — 
around 0.01% for the profes- 
sional market and a maximum |. 
-|. o£ 0.05% for small parcels sold . 
| to individuals. 
-oo Foreign investors are hit 
1a 10%. withholding tax on 
‘the coupon rate paid on the 
bond. Most. can get an offset 


trac 








T *hesessed 
Figures are for Ial bustes day of the mio 


for this ROR taxes in their own coun- 
try, t not investors in. zero-tax 
centres. As this withholding tax drags in 


| a fairly small amount of revenue for 


Canberra and causes a disproportionate 
amount of market resistance overseas, 
it:is not inconceivable that it could be 
abolished before too aie Lae a 
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The price of diamond: 
collapsed during the 


ball market. 

é view of stockbro 
ers L. Messel and Co. in a study of 
diamond market, and howinvesters car 
benefit from its predicted resurgence. 

The see-sawing of the diamond mar: 
ket over the past 10 years has a lot 
common with that of the gold 4 
Diamond ‘prices: rose sey ven 
late 19708. because 


price index for a one carat polish 
diamond collapsed from 637 in 19801 
only 166.in 1985. : 


ariel eh at 197 Q honani it should be 
membered that th is indexi is measu 


í for diamonds. 
sel also attributes much of the str 
of demand to the marketing b fe en i 
tral Sellin ag, Organisation and . ; 
“Diamonds are forever” has ek 
slogan. Messel calls it “one of the most. 
successful. marketing concepts of all | 
time” and cheerfully observes that “the | 
giving of diamond jewellery has now be» 
come almost mandatory inthe culture ol 
much of the non-coramunist world and: | 
even in parts of the communist world.” 

The universality of this tradit noo 
(which is.a relatively new. “traditii” 
some parts of the world).is part 
useful in mopping up some of the low 
quality diamonds which are consi 
unacceptable in richer woUntnies. 

the recovery coul 

go much further: Stocks held by dealers 
and cutters have been reduced by USSS | 
billion or more, while current demand 
for uncut gem diamonds exceed upp 
by about 3 million-carats annually, ateo 
cording to Messel. No major new. | 
diamond ‘mines are likely to come on | 
stream for five years or more. This: 
makes a convincing case. Howeve 
rect purchase of diamonds for i 
ment is a business in which ihe 
must. be very. careful. indeed. 
easier is the purchase of shares 
diamond mines. 

There are only three major quoted 
diamond: firms which 
some bigger organi 
South Alric: T 





te compan: be ab sella | some inve to buy So: fri- 
st tust | lot more diamonds (some from stocks | can she n principle. If the general 
24.40, alor that have built up) and the prices will re- | perception of the political risk is exag- 
any, Ashton Min- | flectsome of the expected bull market.. | gerated, then the shares are a buy. 

ing at A$3.98 (US$2.70).. These shares On Messel’s forecast earnings, De “Meanwhile, Ashton’s prospective 
have already risen a long way since | Beers is on a 1987 price/earnings ratio | 1987 p/e ratio is well above the rating of 
„Peter Miller at Messel wrote his detailed | (p/e) of only 4.1 (or 6.8 if one excludes | the South African shares at 16.8. But 
eport. and sent it to the printers. | from earnings the retained profits of as- | that prospective p/e ratio is based on 
Ashton, for example, was only A$2.70 | sociate companies). Anamint, which | Messel’s forecast of 1987 earnings which 
at the time. So the shares are certainly | mainly invests in De Beers shares, ison | now looks very conservative after 
not such good value as they were. But | a 1987 p/e of 6.8 (or 26.0 excluding asso- | Ashton’s excellent 1986 results. In any 

ire they still worth having? ciate profits retained). These are quite | case, Ashton is bound to attract a pre- 
The companies will not benefit di- | low ratings given that the profits of | mium as the only major non—South 

‘in line with the rise in the price of | Anamint should double in the following | African diamond-investment vehicle. In 

cut diamonds. They produce uncut | two years and those of De Beers should | view of this and the fact that Ashton’s 
_ diamonds which are sold through the | also rise substantially. The ratings are | profits should continue to rise in 1988, 
entral Selling Organisation, which | low because of the political risk of in- | the shares are probably still worth buy- 
smooths out price peaks and troughs. | vesting in South Africa and the fact that ing. — James Bartholomew 


CHINA 


vestment by 31% but, of that, mé 
than half was used to fund the const 
wa = tion of hotels, meetin 




















































NOMIC MONITOR 
Cooling off the economy 





















n China’s current drive to link x: CHINA'S FOREIGN INCOME yp halls; restaurants: an 
penditure to income, Peking’s a other  non-productive 
omic planners might well mark last (current USS bion) oie projects... 










performance with a small dinner 
her than a banquet. Self-congratula- 
; are in order as overall economic 

oderated to 9.3%, down from 
% increase recorded in 1985’s 
cated” economy. But the bill for 
eration was high: the budget will 
ister a deficit of several billion ren- 


With exports in 1986 
registering large ‘gains at 
‘US$30.9 ‘billion, up 
13.1% over the previous 
year, and imports of 

US$42.9 billion increas- 
in by a ‘mere 1.6%, 
‘China's trade deficit fell 
to U$$11.97 billion; 
down from the record 
US$14 billion in 1985. 
REVIEWTABLE by ArayTang Textiles were the major 
single export earner with overseas sales 
expected to total US$5 billion. 

Exports to Hongkong/Macau, the 
US. and Japan accounted for more than 
half of the total. However, receipts 
from Japan dropped 22.1% to US$4.~ 
billion. Exports to Hongkong an 
Macau rose’ significantly; up 31.9% 
compared with last year to US$9.83 bil- 
lion while imports rose by 15.9% to 
US$5.62 billion. Meanwhile, imports 
from China’s major foreign supplier, . 
Japan, fell 17.4% to US$12.43 billion. 

Inflation increased last year to 6%, 
excluding clothing; this compared with 
„2.7% in 1985, But the rate slowed for 
crucial consumer items: retail prices 
rose an average of 6%, down from 
9% in the previous year, and food prices 
increased by an estimated 7%,. well 




















i. 
Overall, China’s economy per- 
med creditably last year. Gross social 
uct — the total output value of ag- 
lture, industry, construction, trans- | of 8.8% for industrial growth. Growth 
ort, telecommunications and com- | in the collective sector fell as well: in- 
merce — rose 9.1%. National income, | creases in output dropped from.30.9% 
1et earnings, rose 7.4%. in 1985 to 16.7% last year. Only the pri- 
al industrial output grew at 11% | vate sector, which accounts for about 
overshooting the targeted 8.8%. If the | 1% of total output, registered gains 
oput of rural industry (which rose | compared with the ‘previous year: pro- 
22.3% compared with the previous | duction was up by about 60%. 

year) is deducted, the industrial growth Gains in productivity, particularly in 
tate falls to 9.2%. As in 1985, the light | the state enterprises, were not matched 
dustrial sector recorded the highest | by increases in profits, which fell victim 
wth rate, increasing by 12.7%, while | both to the recessionary. impact of the 
roduction in the heavy industry sector | economic readjustment in the first half 
ose by 9.6%. of the year, as well as to the failure of | 

< Chinese planners are concerned that supply to meet changing demand. With 
his year’s performance by the agricul- | some 17% of all state enterprises operat- 
ural sector may become.an irreversible ing in the red, interest and taxes paid by. 
nd. While that sector recorded an | the state sector had decreased 1.4% by 
overall expansion — inclusive: of rural énd-October 1986, while tax arrears 
industry —~ of 3.5%, the gross output of | rose to a high of Rmb 4 billion (US$1.07 
agricultural products. stagnated, with | billion). As a result of decreased rey- below the 14.4% rise in 1985. Retail 
production at 391.1 million tonnes, | enues and increased: agricultural sub= | spending rose'8.5% to Rmb 495 billion. 
alling short of the growth target by 50%. sidies, a budget deficit of several billion | Of that, Rmb 437.4 billion was spent on 




















































































nother trend disturbing the plan- | renminbi is predicted for 1986... ;-consumer goods, 15.1% more than 

> falling ‘profitabi -The pace of capital investment slow- | 1985. The remainder ‘was spent on pro- 
ging growth rate in comparative terms | ed considerably from the 38.7% increase | duction materials for agriculture. 

9f the state-owned industrial sector, | recorded in 1985, yet even then the 16.7% |- If inflation is excluded, the ` per- 

_which accounts for roughly 75% of | rise of 1986 is considered too high. Of | capita income of China’s 800: million 

hina’s industrial output. In 1986, the | particular concern to the authorities is | rural residents grew: 3.2% to Rmb 424 

state sector grew at 6.2%, compared to | that investment by state-owned enter- | while the income of urban residents, at 

rate of 12.9% in the previous year. | prises — about 65% of all capital invest- | Rmb 1,322 per capita, increased by 

is put it well below the overall target | ment — not only exceeded planned in- (84%. 00 T eyo t llen Salem 




















































































































































































































That’s the crucial question you have to ask yourself 
right at the very beginning. Without the right backing, 
no project, large or small, can hope to get off the 
ground. 

That’s why you need a bank that understands and 
believes in what you're doing, a bank that is totally 
committed to your project. A bank like Barclays. 

As a major international bank with offices in 70 
countries, we have in-depth experience in project 
finance worldwide. We work as a true partner, offering 
_ quality service from the drawing board stage through 

-completion — and beyond. This commitment has 
enabled us to participate with pride in developing the 
























local economies in which we operate. 

So whether your next project is a petrochemical 
plant, a power station, or even a ctoss-harbour tunnel, - 
with Barclays as your partner, your project is likely to 
see the light of day. 


To learn more, contact Atul Patel or Jobn 
Sunderland on Hong Kong 5-201181. It could be 
start of a rewarding partnership. 
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A NEW BEGINNING FOR 
A TIMELESS BEAUTY 
































Once a year, the peach blossom 
reveals to the world her ever-fresh 
beauty. The Hilton International Taipei 
also defies the test of time. Totally 
dedicated to quality, the hotel 
continues to grow. 

This year, the Taipei Hilton 
International is pleased to announce 
the opening of its Executive Floors and 
a new cabaret with international 
entertainment. Though other 
developments are forthcoming, some 
things never change .. . our warm and 
friendly service which no one can take 
away. 

For reservations, call your travel 
agent, any Hilton International botel 
or Hilton Reservation Service. 
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and ensure your copy each week. 
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Country Jmonthe months tyear 
Brunei | B837-50 568.60 S125.00 
China “| ussee.s0 | Ussatoo | U89500 
india Us$22.50 | USs4100 | Us875.00 
indonesia US817.60 | USS3200 | Ussse.00 
Japan ¥6.750.00 | ¥12.400.00 | Y22500.00 
Malaysia $39.00 M87150 $130.00 
Nepal WS$19.00 US$35,00 US#64.00 
Pakistan fis2a7.00 | Rsaasoo | Reyon 
Phiippines | US$ias0 | Uss27.00 | Usm 
Singapore $897.50 $568.50 SHB 
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Hongkong HK$105,00 | HK$192,50 

USs19.60 T uss38.00 S568, 
Elsewhere £13.50 4.50 £45.00 

AS24.00. Fors 00 ASB0.00 
+ «plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook, it gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies: 
Politics and Social Affairs. The only sin 
medium of its kind. 


Rate: Soft cover US$24.95 or HK$195 {or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon, 





Please enter my subscription for 

















| E 3 months 0 6 months L] 4 year 

[O Please include the Yearbook at extra 
| S$24.95/HK$195. For airmail delivery, 

please add: USS7/HK$55 
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| (Please print in block letters) 
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| Address genes 
i Country onen eer 
O Jetspeeded ©) Surface mait 


= payable to Far Eastern Economic Review enciosed 
To: Circulation Manager 
Far Eastern Economic Review, 
GPO Box 160, Hongkong =: 
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ore than a holiday, it’s a celebration of life 


If you love things Italian wait until you’ve tasted 
them in Italy. There’s so much more to love 

and life. The fashion, the food, the wines, the music, 
the scenery, the architecture, the works of art .... 

it’s more than a holiday, it’s a celebration of life itself. 
But don’t just come to Italy. Come to 

Alitalia’s Italy. We can show you Romeo and Juliet’s 
balcony in Verona; let you sigh on the 

Bridge of Sighs in Venice; gaze in awe at 


Alitalia 





























s San Pierre ay 








Michelangelo’s ‘David’ in Florence; sit where 
Roman Emperors sat in ancient Rome; point you in 
the direction of the most elegant boutiques. We'll al 
give you more direct flights to Rome and help you 
plan the best money-saving ‘Intermezzo Italia’ tours. 
This year, come to Italy with Alitalia 

and celebrate life Italian style. For information, 

see your travel agent or Alitalia for our free 


‘Intermezzo Italia’ brochure. 
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We build 
industrial plants 
the Swiss way 






EMS is a name you can trust. We 
are a Swiss chemicals and engineering 
firm. A guarantee of quality, reliability, 
know-how and customer service. 


We have planned, built and commis- 
sioned over 200 production plants 

for clients all over the world. Not just 
because we are familiar with the most 


up-to-date technologies. But because : f 
P 9 Licensors ~ Engineers - Contractors 


we are typically Swissin our working Thats why we can assure clients 
methods: conscious, precise, reliable that outputs will actually correspond to een 
and independent. production targets. 








By independent we mean that we For 30 years, EMS has produced 
are tree to choose equipment vendors high quality synthetic fibres in Switzer- 
“complying with our high demands lana, and has developed technologies 


for quality, safety, guarantees and deliv- to meet the demanding requirements EMS-INVENTA AG, CH-7013 Domat/Ems 
sry deadlines. _.. of today's international market. Telephone 081/36 0111, Telex 851410 






































= Sö; too, with Hutchison Whampoa, 
I kong Electric Holdings (H H) 
„and Li Ka-shing. Li and his salaried 
ohorts have dazzled, if not bemused 
holders in the formerly staid and 
siting HEH since acquiring from 











| 34% alittle over two years ago. Hutchi- 

‘son paid HK$6.40 (82 US cents) a 
hare for the stake, or a total of 
| HK$2.9 billion, and about six months 

“later it placed 134 million of its 454 
“ million HEH shares with institutions at 
a price of HK$8.20 a share. This dilu- 
| tion reduced the cost of Hutchi- 
| -son’s residual HEH holding to around 
| HK$5.60 a share, compared with a re- 
‘| cent high of HK$16.80 and the latest 

» HK$13.30. 

In other words, Hutchison’s no- 
nal capital profits on the HEH ac- 
isition have been considerable, a fact 
at will not have escaped the attention 
of disaffected shareholders or the 

Hutchison/Li camp. Apart from the ca- 
_ pital growth over the past two years, 
`| which coincided with a 100% apprecia- 

tion in the Hang Seng Index over the 
| same period, there have also been sev- 
| eral controversial manoeuvres. 

Not least among: these has been the 
«use of a HEH offshoot as a vehicle for 
< the acquisition of a large chunk of 
“Husky Oil, a move that has generated 
some disquiet among more conservative 



















a gilt-edged profile. Investment in a 
_| Canadian oil-exploration company dur- 
{ ing a time of intense volatility in 
-| world energy markets does not meet 
| the gilt-edged criterion. 

| @ HAVING come to terms with this 
“new. dimension for HEH, however, 
shareholders are now seeing this trans- 
action absorbed into a new vehicle. -In 
ther 











Putting a price on polygamy — 





gkong Land a holding of around’ 


investors, who prefer to see one of the 
| territory's two power utilities retaining. 





rds, critics might argue, having | b 


grudgingly accepted the risk aspects of 
an oil investment, HEH shareholders 
are facing a dilution of their due re- 
wards. 

Into anew holding company ; Caven- 
dish International Holdings, will go 
93.5% of HEH, an assortment of other 
assets of around HK$650 million, the 
Hongkong Hilton Hotel and 50% of 
Union Faith, which owns 100% of Inter- 
national City Holdings, the proposed 
Huskey stake and 4.8% of Pearson plc. 
In all, a company likely to attract consi- 
derable interest, and to command asub- 
stantial premium to its net asset value 
(NAV), now estimated at anything 
from HK$3-4 a share, and probably at 
the median of those estimates. 

‘Hutchison’s supporters argue it is 
paying an effective 30% premium to 
NAV, including cash, which they rec- 
kon to be absurdly generous, though 
the same Li acolytes acknowledge a 
built-in premium to reflect the superior 
management offered. Which is it to be? 

‘Either the management premium is 
pama in which case a value should 

e attached to it for consideration by 
HEH shareholders, or Hutchison is in- 
deed paying a premium’ well above 


“NAV, in which case the issue will have 


to be defended by its management and 
by Wardley, the merchant bank ad- 
viser, io oe 5 ; 

< Pending publication of the formal 
documentation, it is impossible to reach 
a precise conclusion on the basis for de- 
termining the exchange ratio —- 28 
Cavendish for.10 Hutchison: but the 

rinciple would seem to place an as-yet 
indeterminate premium on Hutchison’s 
management skills. 
è THOSE throwing up their hands and 
crying unfair appear to fall into the 
broad category of shareholders more 





| heavily Tae in HEH shares than in 


Hutchison Whampoa. The institutional 
holders among these. may possess the 
added quality of feeling able to alienate 


a powerful financier like Li with impu- | 


nity. 

Yet another group of apparently dis- 
affected shareholders found themselves 
on the wrong end of a serious misjudg- 
ment, which assumed the noise being 
generated around the Li stable not 
long before the “demerger” was an- 
nounced related to an outright bid for 
HEH. 

Having paid up to HK$18 a share 
amid the frenzy preceding the an- 
nouncement,. it is hardly surprising 
these misguided opportunists should be 
whingeing, but assertions that they are 
the beginning and the end of the opposi- 
tion are simplistic. There is real opposi- 
tion, based on a view that HEH has 

i A 





















s a doormat, and is being left | tion than a 



























































on the doorstep while Hutchison. is 
whooping it up inside. 
Hutchison’s 23.5% of HEH will n 


are the territory's two fo 
chant banks, Wardley and J 
Fleming, though even that ki 
firepower has been i 
inadequate to 

set © thë fal 

from’ Bond ¢ 

Interna’ 


pointed. © caan oi 
Assets now include a premier tesi 
dential portfolio, a substantial holdi 
in Hongkong’s top TV broadcast 
HK-TVB, and. a twih-towered 
scraper, to be renamed Bond 

tre. 
So far, so good, but w 
pay for it? At this stag 
ta 





the Bond group as a 

source of capital to Hongko: 
duct has. yet.to meet the prom 
BCI would look a good deal he 
with capital around five times its p 
HK$400 million, 











may have sufficed a month 
requirements now: 
least HK$1.5 billion 















due on that date 















By Paul Ensor iñi Seoul — 
he long-awaited launching of the 
-$ Korea Europe Fund- took place in 
_ London on 16,March. The fund will be 
listed in early April following the final 
signing of contracts and notification of 
underwriters on 24 March. Since there 
are. very few such vehicles through 
which foreigners can invest indirectly in 
_ the closed. Korea Stock Exchange 
(KSE), the Eurofund’s listing is expect- 
d to be a big success with British and 
uropean institutions. as 
Bidding on the. grey market for the 
fund is said to have put premiums of 30- 
10% .on prices, compared with the 90- 
100% premiums its two-and-a-half year 
old counterpart 
Fund, comm 






saj 

could be tempting premii 
stre of the Eurofund have been re- 

hints from the Ministry of Finance 
(MoF) that an opening of the KSE to di- 
rect investments may not come this year 

ad been earlier projected. 

The idea of a Europe-based fund 
along the lines of the Korea Fund in 





s. Adding to 


Exclusively for Europe 


South Korea's Eurofund is in keen demand 


New York was first floated publicly by 
Deputy Prime Minister Kim.Mahn Je in 
London in early 1985 during- President 
Chun Doo Hwan’s visit to Europe. “In 
their [the South Koreans’] view, this is 
the president’s gift. to the European in- 
vestor,” said a British broker who has 
followed the deal. According to the 
prospectus, US investors will be barred 
from buying into the new fund — about 
half of the investors will be Britishy and 
most of the rest will be Europeans. Un- 
like the Korea Fund in which retail in- 
vestors hold a sizeable (thought to be 
about 30% ) share, institutions. are like- 
ly to dominate purchases in the Euro- 
fund, 


Oo” reason for the expected domi- 
nance of institutions when the issue 
is made is its small size. “There just 
will not be room for the retail business 
at the back of the queue,” said one 
foreign broker in Seoul. According to 
Strusgstad, the prospectus requires a 


minimum of 250 investors and sales will 


be “spread thinly over the big players.” 
For. those who do not get in this time 
round, the MoF is said by another Bri- 
tish merchant banker close to the deal to 
have given a verbal agreement to 
another tranche within the next 12 
months if all goes well. 

Verbal and even written agreements 





birth 








of the. Eurofund, which i 
ready well behind the: planned 1a 
originally envisioned for last year. The 
‘selections and negotiations with foreign 
lead managers and fund managers:have - 
“been a difficult process, mainly because. 
the four largest local brokers. (Ssang-. 
yong, Daewoo, Dongsuh and. Dae- 
shin) were charged by the MoF with 
making their own arrangements and 
sometimes sent conflicting messages. 

Both government and brokerages 
were determined that.the locals should 
have more say and benefit from greater 
“technology transfer” in the manage- 
ment of the fund than-was the case with 
the Korea Fund, whichis managed from 
New York by Nicolas Bratt of Scudder, 
Stevens & Clark, a US investment man- 
agement firm, 

Foreign bidders for the management 
of the fund initially complained that the 
structure South Korea was proposi 
was not-only impractical, but unprofit 
ble. Although the structure of the funa > 
management company..allows heavy 
local input at all levels, the foreigners 
have:the final decision, according to 
Ilyas Khan of the Schroders group, 
which is investing the fund. 

Although the Eurofund’s fixed over- 
heads may be slightly. higher due to its 
structure, Khan says the. difference is 
levelled off when one takes into account 
the higher overheads for the New York 
fund because of its location. To manage 
the Eurofund, Schroders has chosen 
Peter Irving who has long experience 
with Japanese stocks. Irving will have 
final say in all investment decisions, an 
arrangement which one insider said 
took “quite a fight” to-achieve. 

















































| COMPANY RESULTS 


Dividend 
(prev.) 











Comment 









Taiwan's flag carrier reports first profit after six years of 
consecutive losses. and attributes good performance to 
reduced oil prices and improved management. 
























Gains exclude extraordinary profits of HK$227m, arising 
from property sales. Sales expected to increase 14% as a 












(US$458.1m) 


na. 
(n.a.) 
HK$984m 36¢ 
(US$126.2m) (25¢) l 
- resultof improved property market. 
M$1.16b a¢ 


Profit decline blamed on reduced earnings in plantation 
(same) | division. 
















n.a. n.a: 














Won 1.91t 
(US$2.2b) 


Projected net after-tax profits for 1987 and: 1988 are 
Baht 1.3b and Baht 1.5b respectively. 


Sales target for 1987 is set at Won 2:5b. Company 
benefited from low interest rates and low oil and raw 
| material prices as well as the won's rise against the US dollar. 








Last year was.a poor year for the minerals industry, with the 
notable exception of gold, though iron ore remained a major 
contributor to earnings. Extraordinary loss was A$250m, 
| arising mainly from write-off in unrealised forex losses on 
borrowings, and closures and writedowns of assets. 














Better-than-forecast profit was due to increased income 
from treasury and investment banking activities (including 
its: new. stockbroking outfit), and- special dividend from 

















_Taiwan battles to stem the pressure to revalue the NT dollar 


| -By Carl Goldstein in Taipei 
A new surge in US pressure on the 
FA Taiwan Government to allow the 
NT dollar to appreciate faster has sent 
` shock waves through the local foreign- 


|. Chang Chi-cheng. 
oo In-a14. March meeting, President 
“Chiang Ching-kuo directed Premier Yu 
o-hwa,.Finance Minister Robert 
ien, Economics Minister Lee Ta-hai 
id Chang to speed up measures to 
beralise and internationalise Taiwan’s 
de and financial policies to head off 
owing US pressure on the currency. 
Exchange rates have attracted in- 


reasing attention in Washington in re- 
rt of efforts tore- 


| cent months as 


Taiwan and South Korea, which have 
appreciated against the US dollar 


L nearly as much as the yen in the past 18 
onths. 


For the first two months of this year, 


| The policy 


Taiwan’s trade surplus with the US grew 
to US$2.34 billion, up 25% from a year 
earlier. For all of 1986, the surplus was 
US$13:57 billion. 

A US source: told the REVIEW that 
the US Treasury Department recently 
conducted talks with Taiwan’s central 
bank over. “appropriate currency 
levels.” After Taiwan’s Board. of 
Foreign Trade director Vincent C. Siew 
returned from a round of textile negoti- 
ations in Washington, ħe said on 13 
March that US officials had told him the 
US intended to. use pressure.on Taipei 
to appreciate its currency as a “bargain- 
ing chip” to force open Taiwan’s mar- 
kets for imports from the US. 


F Taipei, the central bank and other 
financial authorities appear resigned 
to the necessity of further appreciation 
of the local 
cern now is to moderate the pace of the 
increase to allow | facturers, 
particularl e $i } edium- 
sized enter 
economy, 





e to adjust. 
is controversial. Some 
government officials and. economists 
argue the local currency should be al- 


lowed to move swiftly to its natural | 


level, which some think may be about. 
NT$32:US$1 or higher. In this view, the 
- gradual and predictable rise creates fer- 
tile groun 
foreign-exchange ‘market which forces 
active central bank intervention. 
Atleast US$4.5 billion of speculative 


“hot money” i: o 


rrency. Their main con- ` 





es that dominate the | 


‘or speculators on. the 


Taiwan last year, according to cons 
tive estimates, much of it funds that h: 
originally exited: the. country 
black market. The flow has: 
this year, with Taipei's bull sto 
providing an additional incentive to 
bringing in money. ae 
In response, CBC imposed curbs on /| 
inward capital flows for the first time 
ever from 12 March. Under the. new 
rules, remittances above USSI mi 
for trade-related. transactions an 
US$10,000 for personal or other p 
poses, will require central bank ape 
proval. However, there is great scepti- 
cism in foreign and local banking ct 
that the capital controls will ac! 
anything other than more paperw 
Although the central bank declined. 
comment, a flurry of local pre 
in recent days quoting unnamed offi- 
cials have said CBC was preparing signi 
ficant new “measures to libera 
Taiwan's ‘strict foreign-exchange: 
trols. One possible change would be tc 
allow domestic companies and individu- 
als tovhold all or part of their foreign |. 
earnings in foreign currencies. At pre= | 
sent, the entire amount must be sold to 
the centralbank for NT dollars, thus 
swelling both the foreign-exchange re» 
serves and the local money supply. 
The Economics Ministry has als 
roposed that Taiwan nationals be a 


secretary of the m 


: Commission, said t 


was awaiting ) pp 
Key details, such as whether forcig 
securities companies would be allowed 


to market their services under the new p 


system, were not yet available. 
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HONGKONG: The market nosedived in the 
period, with the Hang Seng Index tumbling 150 
points to close at 2,669.57. Analysts said counters 
had entered into a consolidation phase though 
fundamentals continued to be strong, Much of the 
elling was reported to have come front local in- 
n, the absence of institutional buying in- 

Daily average volume fell to 201.29 mil- 
on, Valued at HK$1 billion (US$128.2 million). 

) ‘expect. the market-to trade below the 
vel for-a'short period. 





















O: Prices turned down on 16 Mar. as invest- 


es. The Nikkei Stock, Average. fell 82.58 


s period. Blue chips such as Fuji Film, 
Sony and Honda were marked down but investors 
continued to move into large capital issues, espe- 
y steel and shipbuilding. Interest remained 
ina variety.of AIDS-related shares. Daily 

raged 1.2 billion shares. ` 





i rises, despite a sharp 

go price which has helped boost the 

gold sector by nearly 10% in the past month, The 

l-Ordinaries Index lost 17.4 points to close at 

29.2, less than 20 points below its record. Ron 

ierley’s Industrial Equity dominated the. mar- 

th forays into other market counters. Major 

were recent high flying, blue-chip industrial 

A of 632 million shares were traded, 
$1,32 billion (US$894.9 million), 


EW ZEALAND: Price trends were mixed, but 
enough stocks declined to keep the. overall trend 
downward for most of the period. Fletcher Chal- 
lenge ‘continued to enjoy support following’ re- 
ease’ of its results in the previous period, with 
-overseas..buyers reportedly seeking the- stock. 
Conversely, Brierley Investments still founditself 
out-of. favour, hovering just above NZ$4 
US$2.20) at: the close. Volume forthe period. 



















NZ$77.53 million. 


SINGAPORE: Shares entered their third and 
sharpest period of. profit-taking since mid- 
january. The Straits Times Industrial Index drop- 

jed 43.76 points to 1,033.45, with the bulk of the 
lecline taking place on the last two trading days of 

he period, Good results from: Keppel Shipyard 
ind Development Bank of Singapore were offset 
the former’s substantial cash call, with the pros- 
pect of more rights issues to come. Fraser's Index 
eclined 180,93 points to 6,120.10 on turnover of 
7-62 million shares a day, worth $$79.61 million 

























US$37.1 million). 
ALA LUMPUR: The market saw another 


d of downward corre and traders noted 
bsence of foreign buyers. Blue chips such as 

ian Airline System, MISC and Genting 
“under selling pressure. Brokers blamed the 
in prices-on the overbought conc of the 









In a consolidation mood 
MANY markets in Asia went into consolidation phases in the period to 16 Mar., with 
Malaysia and Hongkong leading the profit-takers. One of the few to buck the trend 
was South Korea, up on heavy buying by local investors. 












market, pointing out that even news of Malayan 


United Industries’ plans to float off its banking. 


subsidiary failed to change the bearish sentiment. 
Fraser’s Industrial Index closed 230.93 points 


down at. 3,680.84. Average volume of shares., 


traded was 28.02 million daily, valued at M$46.22 
million (US$18.2 million). 


MANILA: Prices drifted in anaemic trading. Aver- 
age turnover amounted to 237.78 million 





turned ‘wary after a‘six-day surge in share’ 






mounted’ to 36.1 million shares, valued at” 


(US$1.8 million) a day, down 38.9% from the pre- 
vious period, on volume of 408.32 million shares, 
down 22.5%. The minig index fell below 3,000 
points on 10 Mar. for the first time since it crossed 
-the mark on 9 Jan., but-recovered to pare the 
* period’s loss to 117.78 points at its closing of 


3,003.67. The commercial-industrial indicator lost. 
1.78 points to close at 590.49 while the oil gauge 


inchedup by 0.004 to 2.362. 


BANGKOK: The market continued to produce 
impressive gains, helped by bullishness.in Jala- 
. prathan. Cement. Most of the buying centred on 
stocks with good prospects such as National Fi- 
nance & Securities, Thai Tin Plate and Dhana 


Siam, Major losers included Tohgkah Harbour ` 


and Charoong Thai. The Book Club Index put on 
7.01 points over the period to close at 200:73. Vol- 
ume totalled Baht 1.23 billion (US$58.7 million) 
for 10.37 million shares during the period. 


SEOUL: Individual investors continued to drive 
the composite index to new heights, while in- 
stitutions have taken a more cautious line. 
The index rose 15.6 points.to 364.10; with aver- 
age daily volumes rising: 13.42 million over the 
period to.64.62 million shares, worth Won 78.72 


billion (US$92 million). Following recent pat- 


terns, investors aimed at low-price bargains, with 
the wood and wood products sector rising the 


highest, up 29.9% , followed by pharmaceuticals, : 


: up 18.2%. 


TAIPEI: The market ended the period lower for 
the first time this year, after eight, consecutive 
weeks of upward movement on the weighted price 
index. Quick appreciation by the NT dollar and 
renewed US pressure for further increases 
launched investors on a selling spree that caused 
the index to fall:29.22 points for the period, to 
1,271.6. Losers were virtually across the board, 
the only exception being bank shares, which con- 


tinue to benefit from speculative buying. Trading | 


volumes were slightly lower than recent weeks, 
but still averaged a substantial NT$4.33. billion 
(US$125.2 million) a day. 


BOMBAY: Equities were steady after financial 
institutions entered the ring to prevent a further 
slide in prices. With a major festival ahead, brok- 
ers were not prepared to make big commitments; 


Although the volume of business continued to be | 


restricted, punters pinned their hopes on a report 
that Prime Minister Rajiv Gandhi would recon- 
sider the budget proposal of tax. deduction at 
source on services andon goods supplied to gov- 





ernment undertakin 
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347 pages Soft cover, HK $99 - US$12.95 


_. Published by Far Eastern Economic Review 
Ltd. and compiled and edited by J. Minford 
and Geremie Barmé SEEDS OF FIRE a new 
anthology of translations in which many of 
“todays most provocative Chinese writers 
probe beneath the official surface is essential 
. reading for anybody interested in China. ` 


Entertaining and informative, SEEDS OF 
FIRE will allow you a glimpse at the deeper 
and more complex ayers of vonrempetery: 


| Chinese society. 


Its stories, plays, essays and poems quite 
different from the mainstream offerings 
already available, make it must reading. 


When ordering directly please add HK$15.50 
(US$2.00) for surface mail HK$46.00 
(US$6.00) for airmail. : 
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Far Eastern Economic Review Ltd., 
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Frs winter and Hawaii’s beaches are 
body-to-body. with: Japanese honey- 
mooners, vacationing couples from 
» Cañada and grandmothers-from the US 
dwest. Buses herd tourists to Pearl 
arbour’s sunken battleships. Sightsee- 
ng helicopters patrol the . mountain 
skies. At night, tiki torches flicker out- 
ide the Waikiki hotels: Hula girls sway 
éfore’contented crowds whose cheeks 
glow red from sunburn and mai-tai 
cocktails. oe 
Last year, a record’5.6 million visit- 
“ors came to the islands, pumping more 
than US$5 billion into the state or one- 
third of the gross state product. With an 
_eye for a good buy and aid from the ris- 
ing yen, Japanese investors snapped up 
US$1.1 billion worth of hotels, injecting 
more money into the economy. ` ` 
_ Hawaii's unemployment rate hit- a 
low of 4.1%, and:the future looks even 
“rosier. Forecasters predict the visitor 
‘count will rise 3-5% in 1987. 
© -These are the best of times in the 
Aloha State, but.aiso the worst of times 
The tourism dynamo masks underlying 
problems in Hawaii's economy. This 
tate has long been seen as a troubled 









































“new twist as the visitor industry has 
grown in strength. — >% 

~ For years, Hawaii’s dependence o 
tourism has gnawed at the state’s busi- 
ness 
voices that called for economic diversifi- 
ation were politely heard, then told in 
local vernacular to “hang loose, baby” 
or answered with unfilled promises. 















development that has touched the far 
shores of the Pacific, Waihee wondered 
loud if Hawaii's tourism dependency 
asni’t“holding the state back. He fo- 
cused on the tightening economic links 
between Asia and North America, but 
yuestioned whether Hawaii had be- 
come.a flyover land. 

awaii is a beautiful place to live 
ad visit, but Pacific-wide businesses 
ll more likely to play here than 


e been at the hub — at the centre — 
he middle. Now-it is time to seize 
new. opportunities and move to the 
forefront.” 
“ Waihee’s. proposals to reverse 
Hawaii's dependence. on tourism were 
argely:symbolic. In ision, Hawaii 
‘ould become an exporter of.informa- 
tion: on geothermal technology, 
aquaculture,’ oceans research, as- 
tronomy and other hi-tech areas where 
uilding has already begun. He prom- 
break ground for a satellite- 















Hawaii within five years. Waihee did 








aradise, but the trouble has taken a: 


and working community. Those. 


stay here,” Waihee said. “Too long we |. 





ing facility on the island of 


not forget the visitor industry. He pro- 
posed in his address to devote 40% of 
the proceeds from a new hotel-rooms 


|. tax to promote tourism. 


These are small measures, especially 
at atime the state government has a pro- 
jected US$50 million budget surplus for 
1987. Reaction to the new governor’s 
proposals have been one of cautious 
optimism within the business communi- 


2 “I didn’t vote for Waihee,” said Wali: | 
s 


man, associate economist at the 
Bank of Hawaii. “I was impressed, 
though, not so much with his plans as 
with a change in perception that he'll do 
something. I still have to see, though — 
from a cynical point of view — that he'll 
do something.” 


Hawaii has become a state of ham- 


burger flippers and chambermaids, of 
tour guides and sidewalk hustlers palm- 








HAWAII VISITORS BUREAU 


The tourist economy, controlled by 
offshore interests, generates little in- 
vestment capital in Hawaii for new ven- 
tures. Isolated by oceans from resources 


and markets, the islands have virtually 


no heavy industry. “The only area in 
manufacturing where: we have a com- 
parative advantage is surfboards,” said 


William James, associate professor of 


economiés at the University of Hawaii. 
Even tourism-industry officials con- 
cede the need for diversification. In 
1985, a United Airlines pilots’ strike 
and a Japan Air Lines crash cut deeply 
into the state’s visitor count. “Allit takes 
is one or two incidents and people ' 
stay away,” said Stanley Hong, presid 




















Waikiki a problems. 


of the Hawaii Visitors Bureau. 
“It’s a whim industry.” 

. Tourism was once seen as 
an escape from the control of 
“the Big Five” plantation 
families who ran the islands 
as an oligarchy through the 
first half of the 20th century. 
Hawaii underwent a peace- 
ful revolution in the 1950s 
when a coalition of labour 
unions, Japanese-Americans 
and agriculture workers won 
control of the government. 
Their’ rise to power coin- 
cided with the first jet flights 
that made Hawaii accessible 
to middle-class tourists. 
Tourism was the golden 
goose, bringing money and 





ing handbills for “sunset booze cruises.” 
Its service economy has mushroomed, 
but the people who serve have barely 
benefited. 

Real incomes in the state have stayed 
level since 1970. Most new jobs pay the 
minimum wage with little prospect for 
advancement. Many fear widening in- 
come inequality will lead to social un- 
rest, and they point to a recent upturn in 
the crime rate as evidence. 


he newest resort developments cater 

to upscale tourists, like the Japanese 
‘who spend an average US$240 a day 
compared to US$92 for those from the 
mainland. But to workers, the pay is the 
same. “No matter how upscale the 
hotels are, the cleaning still has to be 
done. That’s where the jobs are,” 
Osman said. 

The islands are suffering a brain 
drain as ambitious, intelligent youths 
leave for education and jobs elsewhere. 


‘Growth in tourism won't keep them 


home. 
The weakness of other economic sec- 
tors compound tourism’s stranglehold. 



































votes. 

This coalition of Democrats, to 
whom Waihee is heir, built a powerful 
machine that has controlled the state f 
30 years. The machine became in-grov 
and self-protective, erecting a host ot 
environmental and employment regula- 
tions that promoted tourism but dis- 
couraged other new business. Three of 
the Big Five companies — Amfac, Cas- 
tle & Cooke and Dillingham Corp. — 
moved their headquarters to California 
in the past three years. No one has re- 
placed them. 

Waihee ran for governor as a candi- 
date of the new generation. He remains 
beholden to labour interests who cam- 
paigned hard for him. But as the oligar- 
chies of the past recede into memory, it 
has become easier for a Democrat to 
speak about sitting down with business. 

“Tourism is the new corporate force 
and the people in power now forget 
about the Big Five of the ’40s and *50s,” 
Gregory Pai of the First Hawaiian Bank 
said. “There’s a sense of the govern- 
ment-business antagonism decreasing. 
It’s an expression of social change.” 

` `- John Gittelsohn 







BY TH CLGUS, SOCOTI WIT CORE ORE ey eer 
and sauna baths, jacuzzi and massage services 


Every imaginable sport from golf to board 
sailing can be arranged. 
11. Stroll around the malls and promenades 
watch fountains play, admire the sculpture 
linger at the exhibitions 
12.With a huge array of shops, boutiques 


department stores and restaurants — you could 
be forgiven for not ever leaving Marina Square 


And that’s exactly why we can justly claim 
that Marina Square is very, very different 









[ rise in fact. 
It's an entertainment centre, a shopping 


tre and a major hotel centre—all rolled into one. 
I" biggest single development in the whole 
ic East Asia. 
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Three luxury hotels, The Marina Mandarin, * r w 
> Oriental and The Pan Pacific have change ed Aa 
gapore's skyline. For ever. 


Vore luxury rooms than any other single 
nplex in South Fast Asia. All command a 
ndstand view of city or harbour. 


Each roomisequippedwith every extra 
today’s first-class traveller. 


Fluent multi-lingual staff smooth the 
y for visitors from round the world. 


Twelve specialty hotel restaurants 
er to every conceivable taste. 


Six coffee-shops for light meals, or 
icks are at hand round the clock. 


‘ll find eight bars within the 
ters alone. Enough to refresh even Yag 
> most world-weary traveller. Ai 


Three ballrooms and twenty-four 
eting or reception rooms for a 
ect board meeting or a seminar 
‘ thousands. 


Full business facilities, including =, # 
‘retarial services, word processing, 
ex, IDD, FAX, translation services, AV 
aipment and fully trained staff to 
lp 24 hours a day. 
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Make a kong 


The new Minolta EP410Z Copier with “Quadruple 
Zooming Power’; the power to enlarge to four times 
original size or reduce to one-fourth original size in a 
single, time-saving step. Without intermediate copy- 
to-copy procedures that can sacrifice copy quality. 

Use QZP to enlarge A5-size graphs, charts, 
illustrations or even a gorilla to A3. Use it to reduce 
A4-size phone lists, schedules, memos, notes and 
other important documents to A6. Either way, you 
benefit from the superior copy quality that only 
Minolta single-step zooming can deliver 

Other innovative EP410Z functions conveniently 
automate several previously tedious tasks. Make two 
copies at the same time, for example, with Page-By- 
Page Copying. Or produce perfect margins automati- 
cally as you copy with Image Shift. Use Frame Erase 
to eliminate unsightly shadows when copying books 
or odd-sized originals. And let AMS and APS select 
zoom ratios and paper sizes for you. 

And if and when your needs demand it. assemble 
an even more powerful system from a wide range of 
options. One option, the Editor, lets you designate 
specific sections of a document for 
copying or erasure 

Don't let poor quality, 

_second-generation 
zooming make a 
monkey out of you. 
Get the power 
Minolta EP410Z 
Quadruple 
Zooming Power. Ask 
your Minolta dealer 





QUADRUPLE ZOOMING POWER 
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MINOLTA CAMERA CO. LTD Business Equipment Operations 30, 2-Chome, Azuchi-Mochi Higashi-Ku, Osaka 541, Japan 





See Minolta copiers at: 


Bangladesh Brothers International Ltd. National Scouts Bhaban, inner Circular Road, Kakrail Dhaka, 
GPO. Box 767 Phone: 400042, 404929 


Hong Kong Minolta Hong Kong Ltd. Room 208, 2/F., Eastern Centre, 1065 King’s Rood, Quarry Bay 
Phone: 5-658181 

India Methodex Systems Pvt Lid. 607-8 Meghdoot 94 Nehru Place. New Delhi 110019 
Phone: 6432475, 6432476 

Malaysia City Marketing Sdn. Bhd. Wisma Cestel, No 4, Jalon Kilang (51/206), 46050 
Petaling Jaya, Selangor Phone: 03-7921033 (10 lines) 

Pakistan Allied Equipment Ltd. First Floor, Nelson Chambers, 11. Chundrigar Road, G.P.O. Box 680 
Karachi) Phone: 219338, 210146 

Philippines Topros Inc. Topros Bidg. Banawe cor. Atok Sts. Quezon City, Metro Manila 


Phone: 73214-21, 71-4113, 711-4115, 711-41-83, 711-41-85, 711-41-87, 711-41-89 


Singapore  Minolto Sngopos (PTE) Lid. 10, Teban Gardens Crescent, Singapore 2260 
Phone: 563-5533 

Taiwan Santa Office Machines Corp. 1! Fi, 75, Sec. 4, Nanking E. Road, Taipei 
Phone: 715-500! 

Thailand Technical Su ey Co. Ltd. 1808-1812 Kasemrat Road, Klongtoey, Bangkok 10110 
Phone: 249-0199, 249-0294, 249-0092, 249-0359, 249-0345 

Australia Océ-Australia Ltd. P.O. Box 196, 89 Tulip St., Cheltenham, Melb. 3192 
Phone: 584-1011 

New Zealand Viko Holdings Lid. 33 Broadway, Newmarket, P.O. Box 220, Auckland | 


Phone: 505-449 
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Internationally acknowledged | 
to be the finest cigarette in the world 
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With 700 luxurious rooms and Bangkok. Set amidst beautifi 
suites each overlooking the Chao landscaped gardens, it offers a 
Phraya River, the Shangri-La is extensive range of leisure activiti 
truly a city resort in the heart of as well, of course, as the standarc 
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SHANGRI-LA INTERNATIONAL: * BANGKOK (2) 236 7777 © HONG KONG (5) 242 367 + KUALA LUMPUR (03) 23( 
SHANGRI-LA BANGKOK. SHANGRI-LA BEIJING. SHANGRI-LA KUALA LUMPUR. SHANGRI-LA SINGA 








lf personal service for which 
-hangri-La is famous. On your 
isit to Thailand in 1987, where 
lse but the Shangri-La Bangkok. 


“E BUT THE SHANGRI-LA 


5 Shangri-La hotel 
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Network as per Summer Timetable 1987, subject to change 


Of course there are differences between our luxurious First Class, comfortable Business Class 
and attractively priced Economy Class. But no matter which you fly, you’ll enjoy the same 
kind of attentiveness and land just as punctually - in your choice of 50 cities throughout 
Europe. No wonder they say that good things always come in threes. swissair éy 
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| Sihanouk responds | 








ERS TO THE 








I was very saddened to read the article 
Killing fields revisited (25 Dec.] in 
which Patrice de Beer, reviewed 
Elizabeth Becker's book, When the War 
was Over. In his review de Beer states: 
“We discovered that Sihanouk’s rule 
had not always been benevolent and 


that some of his opponents had simply 


| been killed.” In-view of this very serious 


accusation, I ask both Becker and de 
Beer to name at least-one or two names 
of those of my opponents I had “killed.” 

.. it was sometimes alleged that T had 
| “done away with” Khmer Rouge lead- 
ersincluding Khieu Samphan. And yet, 
in the aftermath of the coup d'etat or- 
ganised by Lon Nol and his accomplices 
| in Phnom Penh in March 1970, the en- 
tire. world gradually realised that-none 
of these leaders was dead. It is true that 
some of these gentlemen were sub- 
sequently killed, butit was by their own 
comrades within the Pol Pot and Teng 

; Sary groups 030 oy ai 
De „Begr . writesy. “Becker. points 





out rightly. the. continuity between 
Sihanouk, Lon Noland Pol Pot's aims” 
to defend the. country at whatever cost. 
ARBIOE was always considered as the 
‘golden age’ even by the Khmer Rouge. 
But one: easily can see that they only 
caricatured its most collectivist and au- 
thoritarian aspects, those. which 
mobilised all manpower from the em- 
pire. to build Angkor and one of. the 


| most extended and sophisticated irriga- 


tion systems in history, but also bled the 
country white, opening its border to 
foreign invasions.” ae 

It is most unfair to include mein the 
same. category as Lon Nol and Pol. Pot. 
Between. 1949. and 1953- 1 -worked 
ceaselessly. at negotiating with the 
French Government. and. 1 ended: up 
achieving Cambodia’s: total indepen- 
dence in November 1953, eight months 
prior to thé Geneva Conference of July 
1954... eo, Pe as 

-+ In order to recover the Khmer tem- 
ple in Preah Vihear (in-1963), “fought 
against Thailand”. only. by resorting to 
the judgment of the International Court 
of Justice in The Hague, - ' 

In the 1950s and 1960s, the CIA and 
the governments of neighbouring coun- 
tries (particularly Saigon): freed every- 
thing to.destroy peace, Cambodia’s ter- 
ritorial integrity and the national unity 
in order to destabilise my regime. I re- 
sponded by staying obstinately loyal to 
the. Bandung. principles- of. peaceful 
coexistence. «. E 

Aschief of the government and chief 
of the state of Cambodia, I was the exact 
opposite of Lon Nol and Pol Pot. Tinno 
way attempted to: imitate the Khmer 
sovereigns who had built Angkor by in- 





volving my people in Phara-type pro- 
jects. I._provoke ffering or tears 








under my rule — nor did I bleed my peo 
ple white. ce 
Peking Prince Norodom Sihanouk 
® De Beer replies: Prince Sikana 
benevolent rule can in no way be cor 
pared with the madness that engulfed 
Cambodia in 1970 — with the millions of 
deaths suffered since Lon Nol led Cam» 
bodia into war, then into the hands-of the 
Khmer Rouge. But.one must. admit tha 
Sihanouk’s regime did not treat all o 
own opponents with kindness. Becker 
(pages:59 and 63) mentions for instal 
He E emata of leftists in the 1950s ar 
Bs 


and Nakasone’s remarks 
about superior “homogeneity 
taught“ l 
fectively 


sity. 


your. 12 February 
in his new book The: 
deal effectively wi 


Rights and 

One point in Carl Go 
article on ‘Taiwan's | J 
Feb.] deserves. further comment. He 
quotes an unnamed “US source” assay 
ing: “The. deficitis leading a lotol peos | 


urpo 2 


ple in Washington to look for ways toc] 
chop Taiwan's head- off on the trade — 
issue, and labour practices is one of 
those ways.” 

I think this is a good description of 
how the Reagan administration 
applied the owe rights provis 
contained in the Trade Act old 
However, this was not the ints 
author of. those provisions, O 
Congressman Donald J. Pease fy 
Ohio, or of private organizations, su 
as ours, Whi er to 
attention: on la 
Taiwan. ; 

The point was t 
















Strictions on these rights on Taiwan, 
notably the right to strike, bargain col- 
lectively, and join free trade unions. 
In using the labour-rights’ require- 
nts of the GSP programme primarily 
as a weapon to open Taiwan's markets 
ther than as a means of upholding 
orkers’ rights, the Reagan administra- 
ion has essentially subverted the pur- 
pose of the 1984 changes in the law. 
Nes +» Mare J: Cohen 
Associate Director 
Asia Resource Centre 











Washington DC 
lant and counter slant 
Morihisa Aoki [LETTERS, 19 Mar.], 
alas not identified as a Japanese dip- 
lomat at the UN, referred to the Japan- 
ese nationalism COVER STORY [19 
Feb.] as “presenting a distorted pic- 
ure.” In fact Aoki has distorted our re- 
porting. Regional editor ` Susumu 
Awanohara, far from labelling Japan- 
; pre iphwingers without qualification, 
ualified his report almost to a fault. 
where did we clai at mpo- 
hinkers “i i 








rom 

works, their ideas on blood purity 
mystical. nationalism show 
ities —- disturbing enough for us 
totakenote. © > > ; 


Hongkong 
Distorted images __ 
aving read Alan Booth’s review of Im- 
es of Japanese society: a study in the 
tructure of social reality [12 Feb.], 1 
ally must challenge a statement of his 
egarding Intersect magazine. To say 
at “each issue dwells at length onthe 
benefits which Japanese civilisation is 
conferring onthe -benighted world” is 
clearly a misrepresentation of the 
Magazine. Since Booth has contributed 
dozen or so articles to Intersect and its 
predecessor PHP since 1980, one can 
ly conclude that Booth has ‘not 
thered to read anything in the 
azine other than his own handi- 








lan Buruma 




















or : 
Yes, Konosuke Matsushita is the 
under of PHP Institute Inc. which 
publishes ‘Intersect, and yes, the 
magazine is positive about Japan when 
such a stance is justified. But this ‘has 
“Mot prevented “us from covering, for 
-example, the discriminatory treatment 
of minority groups in Japanese society, 
obstructionist trade barriers, sexual in- 


_ Suicide, or “the examination. hell.” 
None of these do we characterise’ as 
“benefits,” still less do we want to còn- 
fer them upon a “benighted world.” 














_ equality, disaffected youth, teenage | 


an accomplished and intelligent 
| writer, as much of his review shows. But 


I draw the line at deliberate distortion, 
and I would expect the REVIEW to do 
the same. 

Tokyo 


More on Nair 


The last couple of weeks have seen 
Devan ‘Nair’s name resurface in the 
pages of the REVIEW. It is the same old 
issue again in contention — that of 
Nair’s alcoholism. 

The former president of Singapore 
-~ apparently recuperated from his re- 


Robert J. J. Wargo 





habilitation in Pennsylvania —- re- | 


emerged to deny ever being anal- 
coholic, the reason for his abrupt and 
undignified exit from public life. Prime 
Minister Lee Kuan Yew came forward 
in LETTERS [5 Mar.], in defence of 
his letter of 22 April 1985, ‘to: Nair 
through his press secretary, James Fu 
Chiao Sian. a 

The issue as to whether Nair was or 
continues to be an alcoholic should be 
laid to rest. This should, in essence, no 
longer be an ‘issue for public scrutiny. 
Nair had long since apologised to the 
Singapore people in a letter to The 
Straits Times of 4 September 1985. ° 

A man with a proven record of long 
service in public life to his country de- 
serves whatever respect and dignity is 
left following his untimely and uncere- 
monious departure from office. If that 
does not suffice, such a man who has‘oc- 
cupied the highest office in his country 
deserves some degree of public esteem 
and reverence. Indeed, no man is per- 
fect and infallible. 

As human beings, we are all suscep- 
tible to some degree of human error and 
frailty. If we can make some allowance 
for our human weaknesses, I believe we 
can, with a clear conscience, also extend 
such courtesy to a former president. 
Kingston-upon-Hulll, 
England 


This is in response to the letter jointly 
written by Mrs C. V. Devan Nair and Dr 
Devan Janamitra, and published in the 
REVIEW’s 19 March issue. 

At the 5th Triennial Delegates Con- 
ference held in April 1985, the delegates 
gave a mandate to the in-coming NTUC 
central committee that in view of Devan 
Nair’s contribution to the labour move- 
ment and the NTUC, the committee 
may at its absolute discretion grant 
such recognition  or` payment as it 
deemed appropriate: (Nair had*served 
the labour movement for more than 
20 years; he was on the payroll of 
the NTUC from 1969-81; he resigned 
as president of Singapore in March 
1985 ) 

Under the NTUC’s scheme of ser- 


Felician W. Teo 


| vice, there is no provision for a pension. | 


Notwithstanding, the central committee 
decided to make an ex-gratia payment 


with retr | 
T985 to assist Nair and his fam 











pective effect from 1 


through Mrs: Devan-Nair. The NTUC 
decided this arrangement to be in 
everyone’s best interest. 

The letter conveying the central 
committee’s decision was sent to Mrs 
Devan Nair on 15 July 1986 by the 
NTUC’s late president, George Chua. 
On 24 July 1986 Mrs Nair replied declin- 
ing the offer. The NTUC respects that 
decision and would have treated the 
matter as Closed had it not. been raised 
again by Mrs Devan Nair and Dr Devan 
Janamitra in their letter tothe press. 

Ling Yin Fong 

y Secretary 

Singapore NTUC Central Committee 
The consultant psychiatrist whom Mrs 
Devan Nair briefed is a Tamil who fully 


understood all that was being conveyed | 
by Mrs Nair in both Tamil and English- 


The psychiatrist also spoke to the eld 

son, D. Janadas, in English only. He d... 
not speak.to Dr Devan Janamitra who 
was not present at theinterview. There 


can be no misunderstanding on the part 


of the psychiatrist who faithfully gave 
his assessment of the interview. 
However, if Mrs Nair now says that it 
is not true, so be it. The doctor is no 
longer treating Nair as a patient. 
` Drs. B. Kwa 
o> Permanent Sécretary (Health) 
Singapore 


Wand on the world 


Wouldn't it be wonderful to wave a 
magic wand and restore the political 
boundaries depicted by your t is 
Asia [COVER STORY, 12 Feb.]? It 
would solve so many -current prob- 
lems: 

» India includes the whole of Pakistan 
and Kashmir. End of India-Pakistan 
border clashes. End. of Kashmir: dis 
pute, oc ee oe e 

> Afghanistan is divided between India 
and Persia, End of the Soviet occupa- 
tion of Afghanistan and of the Afghan 
refugee problem. 

> Tibet is independent. Liberation of a 
non-Chinese people from Chinese poli- 
tical and cultural-imperialism. Libera- 
tion. of a devout Buddhist people from 
godless communism. 

> Western Tartary is independent. Lib- 
eration of non-Russian peoples from 
Russian colonialism. Liberation of mil- 
lions of devout Muslims from a militant- 
ly atheist government. 

> Georgia is independent. As above, 
except in this case it is Christians. 

> The. whole-of the Levant is included 
in Syria. End of Israel-Palestine prob- 
lem. Danger of World War III starting 
from trouble in Middle East removed. 
End of Lebanon problem. 

> Iraq included in Turkey. End of Gulf 
Waroo = 

London 






Wade Gibson-Knight 


Director of Medical Services| 




















B usinessmen in Malaysia, as elsewhere, have often paid 
‘tea money’ to help a deal go through. Buta culmination 
of the increased politicisation of business stemming from 
the New Economic Policy and the boom economy of the 

|| 1970s — fuelled by massive property deals — 

hand. Allegations of corruption, kickbacks, poli 
| ence and vote-buying on a large scale have. become the 
|| common currency of Malaysian life, exemplified by scan- 
merci: dals in the management of banks and cooperatives. But 
=| now the Mahathir government says it is time to clean up the 
untry’s act. Kuala Lumpur bureau chief Suhaini Aznam 





and correspondent Nick Seaward examine some of the effects of the symbiotic 
veen Money and power. Pages 18-23. 


relationship be 


stralia’s opposition coalition splin- 
“ters into four factions over the issuës 


of cutting back on welfare and stato 


i aconomic intervention. 


committee recom 


sitive issue of race. 


ampaigning hots up in the Philip- 
nes for the May elections for the 


new. congress as candidates scram-. 


| ble for President Aquino’s backing 


and traditionally weak party discipline: i 


re-surfaces. 


F Jak i based and visiting foreign 
journalists face an array of restrictions 


| in covering the run-up to indonesia’ s 
elections. 


“1 The Hongkong Government admits 
that the legal status of its film-censor- 


ship regulations, which have been in. 


< Operation since 1953, is in douni 
Page 32 


Singapore appears to have bos isod 


sa major sluice by Sweden’s Bofors 


arms manufacturer in supplying guns 


o countries that would otherwise be 


. banned under Swedish law from re- 
| -ceiving them. 


bond issues and swap dealing in 


whict 
begins to consider |. 


1 privatise many state-controlled firms. 





| 


` variety of exports. | 


Foreign. investors join the fight for 


Page 64 
Toyota spearheads an attempt to re- 
-control of San Miguel Corp. = 


. Cover Nlustration, by Morgan Chua. 


Page 46 
The escalation of Aústřalán:döllar 


Europe puts the currency on the inter- 
national trading | fist but leaves the 





its ccna to smooth fluctuations. . 


e anè new banking ordinance, 
oe to bring the hel 


tionary. weri B 


lot of discre! 
the hands of the commissioner. 


Policies: Private roaders in Singapore — Saa 
Saving ls no Virtue a nnn 
Aviation: A sh in the foot in Hongk J 
aiite rotato measures in Taipei s 
nies: 
n Hong ngkong. E cnt 
Fearing the wore rae reitieniua 
sitet a a light for die-hards- 


Page 57 

Taiwan budgets for a deficit i in order 
to harness excessive trade balances 
for increased government capital 
spending on infrastructural projects. 
Page 61 

The war of words between Washing- 
ton and Tokyo increases following the 
US veto of Fujitsu’s bid to take over 
ailing Fairchild Semiconductor be- 
cause of a ‘national security risk.’ 





vive the Philippine car manufacturing 
industry, but investors are bound to 
earn their foreign exchange from a | Traveller's Tales 

COOKS Eas ea 
Economic Monitor Sri Lanka 
The Sth Column 

Shroff 

Company Results 


Page 70 


Page 71 

A Hongkong court slams the alleged 
plundering of Ka Wah Bank ” its 
Tormiér directors. oa 




















































































REGIONAL | 


| China and Portugal 
‘China and Portugal initialled 
on 26 March a draft agreement 
on returning Macau to China, 
in time for ratification by the 
annual National People’s Con- 
“gress (NPC) which began on 25 
` March, or later by its standing 
committee. 

The Macau decision fol- 
= lowed- the fourth and final 
round of talks in Peking from 
18-23 March; the signing of the 
actual agreement by the prime 
ministers of both countries may 
be several months later. 

After months of open dis- 
agreement since negotiations 
began in June 1986, both sides 
have now agreed that Macau 
will be formally returned to 
China on 20 December 1999. 

. The draft agreement was. 
expected to contain an ex- 


lining broad consensus on the 
¿dual nationality issue, leaving 






Meanwhile, the NPC saw 
the first public appearance by 







eral secretary Hu Yaobang, 


January. — Louise do Rosario 


Refugee repatriation 
sparks Thai/US row 
` The forced repatriation in mid- 
March of 135. Hmong tribes- 
men in two batches from a 
Thailand-based refugee camp 






storm between the US and 
Thailand. Apparently acting 
-on a long-standing Bangkok 
_policy, local officials rounded 
up’ the Hmongs from Ban 
Vinai camp in Loei province 
and sent them back to Laos for 
illegal entry. 

Washington accused Bang- 
kok of human-rights violation. 
Blaming the US for insufficient 
¢fugee intake, Thai officials’ 
sponded with charges of US 
erference in Thai internal af- 

-= Paisal Sricharatchanya’ 





trys signals oo 

agency) will builda n 
at Carnarvon, West 
lia; to monitor So 
munications satellite  traffi 

DSD will share the information 
liected with US, British, 





















change of memorandums. out-., 
details to be worked out later...) 


former communist party gen- |. 


who was forced to resign on 16- 


ear the Lao border... has | 
sparked off a mini diplomatic || | 





cies.” 


Canadian and New Zealand 
counterparts, 

Plans for the new station, 
which will employ about 300 
staff, were revealed in the Aus- 
tralian Government’s new De- 
fence White Paper tabled in 
parliament on 19 March by De- 
fence Minister Kim Beazley. 
As foreshadowed (REVIEW, 12 
Mart.), the white paper outlines 
the development of advanced 
surveillance and strike systems 
for the navy and air force, anda 
more air-mobile army, This 
should be attainable within 
current levels of defence 
spending (about 2.9% of gross 
domestic product) which will 
provide about A$25_ billion 
(US$17.1 billion) for equip- 
ment over the next 15 years. 

— Hamish McDonald 


Singapore responds to 
US criticism on press 


In an exchange of diplomatic 


‘notes, the Singapore Foreign’ 


Ministry has told the US State 
Department that if it felt a con- 
tinual obligation to make the 
Asian Wall Street Journal affair 





‘a public issue, “the problem 
can be pre-empted by keeping 
US journalists and newspapers 
out of Singapore. Then no dis- 
pute can possibly arise.” 

In mid-February, the Jour- 
nal’s distribution in Singapore 
was cut by 92% for not publish- 
ing a letter in the form in which 
it was sent from an official, who 
said an earlier report in the 
paper contained distortions. 
The State Department said 
that it regretted the city-state’s 
action against the Journal, a 
US-controlled newspaper. 
Foreign Minister S. Dhanaba- 
‘lan told parliament on 20 
March: “Just as we do not pre- 


apsume-to pass judgment on US 


Government-press relations, 
neither do they have a right to 
‘comment publicly on Singa- 
pore Government press poli- 
~~ Nigel Holloway 












BUSINESS | 


Taiwan in talks 

over ADB participation 
Taiwan appeared to be moving 
closer to resuming full partici- 
pation in the Asian Develop- 
ment Bank (ADB). A Foreign 
Ministry spokesman said on 24 
March that the . government 
was negotiating with the ADB 
over the conditions of Taiwan’s 


participation in the annual. 


meeting scheduled for 27-April 
in Osaka, Japan. Taiwan has 
refused to participate formally 


in ADB meetings since China’s 


admission last year, -when 
Taiwan’s official name in the 
organisation was changed to 
“Taipei, “China.” Taiwan, 
though, has continued to pay 
its bank dues. 
Meanwhile, . 


China has 


nearly completed its first loan 
-from the 


DB, for US$150 
million, the China Daily re- 
ported, ~~ Correspondents 


Soviets offer bailout 

of Philippine nickel mine 
Several foreign companies 
have offered to put fresh equity 
in Philippine mining firms hit 
by. low metals prices. The 
Soviet state metals-trading and 
equipment-sales. company has 
proposed to assist Philippine 
nickel miner Nonoc Mining 
Corp. under a barter arrange- 
ment with the Philippine Gov- 
ernment. Nonoc, idle since 
March 1986, has proposed a re- 
habilitation programme that 
would require US$20 million 
for restarting operations. A 


Nonoc sister company, 
Maricalum vining, ħas at- 
tracted China’s Nonferrous 


Metal Industries Foreign En- 
gineering and Construction 
Group. — Jose Galang 


NBB figures released 
on bail in Brunei 


Two of the five men charged in 


the National Bank of Brunei. 


(NBB) fraud case’ have been 
released on bail in Brunei 
(Review, 4 Dec. °86). Chen 
Ping’ Fang, a former NBB 
director, osted bail of 
B$540,000 (Gs$251,748), and 
Chiew Sung Ching, a bank sig- 
natory, was also released after 
his bail was reduced from B$10 
million to —B$22;500. Their 
passports were impounded in 


Brunei. The bail application of 


former MBB chairman Khoo 

Ban Hock was rejected in Feb- 

ruary. "i l 
Meanwhile, thë Goodwood 








¿Park ‘Hotel in Singapore dis- 
‘closed. that “an independent 
authority,” understood to be 
the Singapore Government, is 
holding S$82 million (US$38.2 
million) worth of share. and 
loan-stock certificates belong: 
- ing to Khoo Teck Puat, father 
of Khoo Ban Hock. The certifi- 
cates are held as security for 
‘deposits of Goodwood which 
were in. NBB when the bank 
was seized last November. 
gich seam Nigel Holloway 
tobemerged | 
State-owned Krung Thai Bank 
(KTB) is to take over Sayam 
Bank (SB): by 1988, Finance 
Minister. Suthee Singhasanch 
said on 19 March. Suthee said 
the decision was based upo 
numberof factors, includ’ 
| the government’s. desire to cut 
costs. and clear up. losses. suf- 
fered by SB (formerly Asia 
Trust Bank). Some of SB’s 
branches wilbhave to be closed 
or sold to other banks to reduce 
expenses, The government’s 
| Fund for Rehabilitation and 
Development of Financial In- 
stitutions now holds 97.8% of 
the shares ‘of SB, as well as 
some 95% of KTB’s equity. 
The government took over S 
two and a half years ago. 





— Liz Carver 
Nippon Life buys into 
US investment bank 


Nippon Life Insurance Co., one 
of. Japan’s top life-insurance 
companies; announced plans 
to. acquire 13% of Shearson 
Lehman Brothers, an. invest- 
ment banking affiliate of Ame- 
rican Express Co. The mo 

gives Nippon Life its first stal 

in-a securities company outside 
Japan. Unlike the recent tie-up 
between Sumitomo Bank and 
Goldman Sachs, the Nippon 
Life investment in Shearson 
Lehman will not require .ap- 
proval from the US Federal 
Reserve since Nippon. Life is 
notabank. Charles Smith 
tesninnnstnsnsneenatnsnnminunentareeneetensnstnnnanierarateeeneerrtat 





CORRECTIONS 


In THE STH COLUMN (26 Mar.) 

. the word not was missing. The 
section in question should have 
read: 

‘The inference, therefore, is 
that ethnic Chinese who are not, | 
Chinese nationals are meant to 
be included. That is racism; 
puréand simple” 


Figures in the chart accom“ 

| panying Showcase in-the red: 
(26 Mar.), refer-to- hundreds of | 

millions of yer. fobs) 

































SENSITIVE SECURITIES. 


omura Research Institute (NRI), a 
thinktank attached to the Nomura 
Securities group, has refrained from 
recommending AI DS-related stocks 
in English-language investment 
circulars addressed to foreigners. One 
: has been that shares 


nded in the same company’s ||. 


anguage circulars (which — 
mend AIDS-related stocks) 
formed the English- 
lection. NRI’s decision 
I foreigners about the boom 
1 AIDS stocks is said to have been 
| madeon. gunde of taste. 
| CEMENT SURGE | 
The Philip fippin e cement industry, 


en operating at less than 


: city, was brought to the 
of importing in early March 
follo ng a sudden surge in local 


nand which the 18 cement factories : 


scheme to perk upt 
irteen plants o erating ', 
capacity still are — 
ith demand. 


-Cambodia has baffled Thai border 


forces. The unit is said to have had 
little activity since bei 
last year. In the abse: 


| reliable intelligence, ‘one speculation 


links its existence to an alleged long- 
term Vietnamese plan to carve off 
f Thailand’s northeast under 


alys' grounds at Han 


‘read for any large-scale military ` 


ar rangements 
fi f 


Brian P WETS, whose eine is ako 

he management shuffle, 
together: with those of brothers Henry 
and Simon Keswick, descendants of 
the founders. — 














Liberal Party stalwart Andrew Peacock 
was sacked from the front bench after being 
accused. by opposition leader John Howard 
of undermining his position, it was reported 
(23 Mar. J: 


nister Wu Xueqian arrived in 
official visit (78 Mar.). 


HONGKONG 

. Japan announced that it would rec banie 
the new British National (Overseas) 
port when it is issued on 1 July (79 Mar.), 


INDIA 
Nearly all opposition members walked 
out of the Lower House of parliament after 
the speaker refused to permit discussion of 
the row between Prime Minister Rajiv Gan- 
dhi and President Zail Singh (78 Mar.). At 
least eight people were killed and 130 injured 
; three states went to the polls, a police 
8 kesman said (23 Mar.). 


mpaigning for the upcoming-elections 


_ former ppposition 





Atleast one person was killed and four in- 
jured as violence hit more than 40 of the 2.000 
villages involved in local elections (27 Mar.). 
PAKISTAN 

A shootout between rival groups of stu- 
dents at Sindh Medical College left a pass- 
érby dead and two. people. wounded (22 
Mar.). Fifty-one.people were killed and 105 
injured when warplanes bombed a: Pakistani 
village near the Afghan border, it was re- 
ported (23 Mar. ) 


_ PHILIPPINES — 


A bomb exploded at the Philippine Mili- 
tary Academy killing four people and injur- 
ing 43 (18 Mår.) Communist rebels am- 


, bushed a military patrol in the southern 


Philippines, killing at least 18 soldiers, mili- 
tary officials said (20 Mar.). A military of- 
ficer and three enlisted men were being. in- 
vestigated in Baguio in-connection with the 
bomb blast at the military academy, it was re- 
ported (27 Mar.). 


SINGAPORE 
SA paramita, committee. found 
PJ. By Jeyaretnam 





problems for 





CURBING CIRCULATION 
Time and Newsweek magazines, 
believed to be the only foreign 
English-language publications to 
which individual Burmese may 
subscribe — and then only through 
government offices — are likely to 
ace further restrictions on their 


x circulation in Burma. Some readers, | 


have been told that they will soon 


| have to fill out forms listing the 
| reasons for 


ting to read the 
magazines, which is expected to deter 
some from continuing their ; 
subscriptions: In addition, itis 
believed that the government will 
restrict its own subscriptions of the 
publications to employees earning at 
least Kyats 600 (US$90) a month. 


SPIRIT OF SECURITY 

South Korea’s penchant for security 

and the more open attitude adopted 

by the US forces, recently created 

reign media 
ring the ant 


guilty of abuse of privilege and reco 
mended afine of $$1,000 (USS470) un ead 
of two.counts (20 Mar. }. 


SOUTH KOREA 

Riot police fired tear. gas to disperse X 
students calling for an uprising ap Pres 
dent Chun Doo Hwan’s eovermment, it was 
reported (20 Mar). inal cour 
student-activist for 0 
violent anti-government: sit-in in Seoul ia 
year (21 Mary 


SRILANKA 

Tamil separatists massacred 25 Sinhalese 
civilians ina remote village in North-Central. 
Province, it was reported (29 Mar.). 


TAIWAN 

About 350 members of the opp aiti 
Democratic Progressive Party dem 
outside the Legislative Yuan to 
proposed new national security.) 
Mar.). 


THAILAND 

About 50 people: 
the first internat i 
to be held ir Thai 





























By Hamish McDonald in Sydney 


Ams opposition coalition of 
; two conservative. parties facing 
Prime Minister Bob Hawke's Austra- 
lian Labor Party (ALP) government has 
splintered into four factions — essen- 
~ tially over the difficulty of winning back 
power on a policy of cutting back a cen- 
tury’s accretion of welfare benefits and 
state economic intervention. 
Opposition leader John Howard has 
been challenged within the coalition 
from two: quarters. In his own Liberal 
Party, the urban-based senior coalition 
partner, his footing has been undercut 
as former party leader Andrew Peacock 
builds. up support for a come-back. In 
the National Party, the rural-based 
oalition partner, Sir Joh Bjelke-Peter- 
_ $en, veteran state premier of Queens- 
land, has persuaded some parliamenta- 
rians to defect from the coalition be- 




















-As the opposition falls into disarray, Hawke ponders an early election © 


Crack, split and snap? — 
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cause of its leadership, 
¿o The simmering rivalry between 
Howard and Peacock was fuelled both 
y Bjelke-Petersen’s dismissive com- 
ments about Howard and by successive 
opinion polls showing the ‘coalition 
would pick up considerable support — 
enough to defeat Hawke — if it were led 
by Peacock. Peacock’s personal popu- 
> larity rating of around 47% rivals that of 
Hawke (48%) while Howard languishes 
at 17% or so. 
o Peacock became coalition leader 
after former prime minister Malcolm 
Fraser's defeat to the ALP under 
awke in March 1983. Although he ran 
Hawke toʻa surprisingly close finish in 
‘an opportunistic election called in De- 
cember 1984, Peacock lost hold of the 
_party in following months as Hawke’s 
seizure of the middle ground of political 
and economic policy took the wind out 
f his sails — given Peacock’s own re- 
fiance on the Liberal “wets,” who mod- 
rate free-market ideas with belief in 
upporting the weak. 
Howard, long-serving treasurer 
‘ander Fraser and initiator of the sweep- 
deregulation of the financial sector, 
ued by. Hawke's treasurer, Paul 
Keating, marshalled the forces of the 
‘Liberal “dries” for a more radical free- 
-market approach. His refusal to rule out 
a challenge to Peacock caused exactly 
the same sort of erosion of authority 
now returned to him. Cracking under 
the pressure, Peacock called a leader- 
. ship ballot in the party room in Sep- 
tember 1985 and lost. 
As shadow foreign minister in the 
pposition front-bench, Peacock studi- 
ously avoided any disparagement. of 








































ers disenchanted with the ALP — they 
were turning to independents instead -—— 
Peacock began preparing for a move 
early this year, associates said. Con- 
stantly asked about a bid to topple How- 
ard, Peacock kept his answers in the 
present tense: “There is no challenge.” 

By mid-March relations between the 
two were tense, with their backers obvi- 
ously counting heads in the party room 
and the head of the party machine, Syd- 
ney stockbroker John Valder, telling 
Peacock to “put up or shut up.” The 
fagade of loyalty finally ripped apart 
after a bizarre event on 21 March. 

Returning home late at night after 
counting of a Victoria state by-election 
result, the state’s Liberal Party opposi- 
tion leader, Jeff Kennett, used his car 
telephone to call Peacock. Sounding off 
at disunity in the federal opposition, 
which he said had robbed him of a wider 
margin of victory in that day’s election, 
Kennett called Howard by an obscenity 
and threatened to make his criticisms 
public the next day. Roused from sleep, 
Peacock talked Kennett down but 
joined in the jibes at Howard — at one 
stage saying: “Well, f--- him, Pm not 
worried.” 

Elsewhere in Melbourne, a welfare 
group of blind people were amusing 
themselves as usual by listening to two- 
way radio traffic on a cheap, freely mar- 
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keted scanning device. Intrigued by 
what they heard, they recorded the con- 
versation and, the next morning, 
handed the tape over to Rupert Mur- 
doch’s newly acquired Sun-Pictorial 
newspaper. 

Alter an expletive-deleted transcript 
appeared in print, Howard talked to 
Peacock and then sacked him from the 
front bench for his clearly implied dis- 
loyalty. “For me to have done anything 
less today would have been to surrende 
any claim at all to: authority within th 
Liberal Party,” he said?’ > 

Peacock did not move immediately 
to challenge, undoubtedly because, as 
rough head-counts showed, he could 
still bring out only 29 Liberal MPs be- 
hind him against 38 sticking with How- 
ard. But from the back benches, 
Peacock will be less constrained by 
shadow-cabinet loyalties, and Howard's 
authority was much thinner. Almost im- 
mediately, he faces a revived attack 
from his National Party front, with a 
crucial meeting of that party’s federal 
council on 27-29 March. 


B jelke-Petersen’s call for National 
MPs to quit the coalition because it 
has not heeded his call fora 25% flat in- 
come tax-regime and a massive, but un- 
specified, slash in government spending 
has so far resulted.in only two of the 
party’s 26 federal members and senators 
dropping. out -~ former front-bencher 
Tom McVeigh and the premier’s own 


















ctress Shirley McLaine, with: 
he had a brief affair between h 
marriages, said he even had “a Gucci 
toothbrush. ”) Well-versed in foreign af- 
fairs, Peacock has not made known his 
economic thinking. Some conservatives 
worry that he has no defined posi- 


_wife, Sen. Florence Bjelke-Petersen. 
However, the remaining nine Queens- 

‘and MPs are under orders from their 

| party machine to quit, or lose their party 

| endorsement in the next election. 

| By the end of March, the opposition 




















“thus threatened to end up fractured into 
~ pro-Howard and pro-Peacock Liberals, 
and pro-coalition and “Joh” Nationals. 
|. This disarray has disrupted the coali- 






















appeal in the forthcoming elections — 
«due at the latest by March next year — 
to the sense of economic crisis among 
voters, gambling that middle Australia 
will be attracted more by policies that 
offer incentives to make more money 
| and keep it than by concern for those 
| who would suffer from removal of state 
‘support. | 
"Essentially this involves lowering 
yersonal and corporate tax rates, with 
he negatives of new indirect taxes on 
consumption and cuts in poveren 
spending. To give Hawke less time to 
harp on this —- Hawke backed away 

from Keating’s proposals for a broad 
“consumption tax in mid-1985 — How- 
“| ard ha Peen trying to keep policy vague 
-| and options open as late as possible. 

ard has not had the personal au- 
_| thority to keep his troops in order. From 
‘| a middle-class suburban background in 
Sydney, the former solicitor is widely 
regarded as a clear thinker, articulate 
and steady in a crisis — but bland in ap- 
pearance and giving the impression of 
lacking empathy. 

Peacock has managed to retain a 
“boy-wonder” image at the age of 48, 
and 21 years after taking over the blue- 
ribbon Melbourne seat from the late 
prime minister Sir Robert Menzies. 
Prone to emotional highs and with a 
_ counter-balancing tendency to panic, he 
“conveys great warmth to voters of all 
classes — despite a patrician lifestyle. 




























combination of their talents woul 








'tion’s previous progression to a direct | 





prove a spent force, wl tile” 





tion. 


To many political analysts, the best 
be: 

‘Peacock as leader and Ho 
deputy, were ambition not standing 

~ inthe way of a return to this team. 
“The split has led some Liberals to 
look for an outside ‘saviour, who 
| could combine’ hard economics 
‘| with personal appeal, = ` 
Backers of John Elliott, head of 
Elders [XL group, have quietly 
used polls to’test his appeal in safe 
Liberal seats. Another name fre- 
quently floated is lan McLachlan, 
former test cricketer and president 
of the National Farmers Federa- 
tion. While an instant, jump from 





disarray has clearly tempt- 
d Hawke and the ALP ma- 
| chine to consider an early elec- 
| tion. To wait longer would be 
to. allow the popular Peacock 
time perhaps to mount his chal- 








lenge and use his good relations with 
. Bjelke-Petersen to bind, the coali- 








tion back. Alternatively, Peacock could 


land prémier’s ambitions to win over 
all Australia to his ideas would be 
proven hollow — given that he has 
never captured seats in his own state 
capital, let ‘alone Sydney or Mel- 
bourne. , 

On the other hand, Australia’s eco- 
nomic fundamentals — including falling 
real wages, inflation at nearly 10% and 








| home mortgage interest rates at 15.5% 


— encourage Hawke to wait, if govern- 
ment expectations are for an improve- 
ment by early next year. In addition, 
Hawke would-be able to bask in the at- 
mosphere of next January’s bicenten- 
nial celebrations and a visit by Britain’s 
Queen Elizabeth. eek a 


But if he believed the economic con- 
ditions would not be noticeably im- 
proved. for the average citizen and 
hoped to catch the opposition at a low 
point, Hawke might still be haunted by 
being hoist on his own petard. Early in 


; 1983, Fraser went for a snap election on 


the basis that under the ALP’s then 
leader (now Foreign Minister) Bill 
Hayden it lacked charismatic leader- 
ship. Within hours, the charismatic 
Hawke had topped Hayden and rode to 
an easy win. The question this year for 
Hawke would be whether Peacock had 
the numbers and the same killer-in- 
stinet. í 














| and that no one was booed,” 5 





Divided shows : 
of unity 


Umno factions form up 
for final round 















By Suhaini Aznam in Kuala Lumpur 
Copi ning in the run-up to the 
United Malays National Organi 

tion (Umno) elections on 24 April st 
ped up in intensity as it entered the oo 
lap and both incumbent and challengers. 
mounted psychological shows of force. 
Challenect Trade and Industry. 
Minister Tunku Razalei cane | 
chose his home ground — Gua Mu 
or The Fox’s Lair, seen by some t 
aptly named — to stage his last gr 
stand rally on 20 March agains 
bent party president Prime Minist 
Datuk Seri Mahathir Mohamad 
crowd of 8-12,000 turned the isolated 
village into a rather incongruous site f 
a fiesta in the middle of the 
jungle, to greet Razaleigh and | 
ficial running-mate, party deputy presis 
t Da sa Hitam E 
© preparations befitted 
Razaleigh’s station as a Kelantan prince 
— 400 trays of rice and gold flowers, a 
cavalcade of motorcycles, drums and 
Malay martial arts displays ~ PRRUITHEK 
Musa’s hospitality i eoa nat A huge 


Razale 

coyly saluted Razaleigh with the 
that they were after all “openin: 
vision of a future party president.” 
“The idea is to show Mahathir that 
the grassroots do not want him,” said a 
Kelantan party official bluntly, refer- 
ring to Mahathir's remarks the preced- 
ing week that the people should tell: 
him if he was not wanted, but not 
push him out. And throwi al 
politesse to the winds, the: s bones 
other guests associated with M 
or who have opposed cig 
past — Kelantan Chief Minis Datuk 
Mohamed Yaacob and Umno Informa- 
tion Chief Datuk Husse 
Two days. late 
came atthe s) i ao 
Putra World Trade Centre adjoinin 
the party headquarters, opening all 
seven Federal Territory divisions inone 
grand show of unity, hosted by his pre- 
ferred running-mate, Deputy Prime 
Minister Ghafar Baba, the Federal Ter- 
ritory party chief. 

“I'm happy that we meet as a family 























Mahathir pointedly. Calling for uni 
he went back to the afférmath of the. 
1969 race riots when the late prime. 
minister Tun Abdul Razak, was quickly’ 
able to restore democracy, because | 
“when he spoke, the other races anc 
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‘president just as a stepping 
coming prime minister?” he demanded 
rhetorically.’ 
Mahathir, who has at times sounded 
defensive in the last leg of campaigns, 
was in top form:that day, and the audi- 
ence grew particularly. excited when.he 
endorsed Ghafar, just stopping short of 
‘announcing, Ghafar’s candidacy, 
‘Ghafar himself quickly denied later that 
_ Mahathir’s endorsement amounted to a 
declaration that he was running. “I 
| don’t dare to say yet,” he added. 






TX ploy was not lost on political ob- 

servers who saw it as Mahathir's way 

of steering Ghafar into a firm commit- 

ment. Ghafar has assiduously avoided 

_ declaring his intentions, and observers 

note that he.could still back off at the 
t 





































Cynics in the party argue that he has no 
eason to stand if he thinks his chances 
are slim. But the possibility of com- 
promise has been roundly denied. 
v. Neutrals are now a rare breed. Those 
who had tried to keep a low profile have 
been “flushed out,” as one Umno 
member put it, and lately made to de- 
clare their stand. Foreign Minister 
Datuk Rais Yatim, for instance, only 
roke his silence on 19 March, openly 
supporting the Razaleigh-Musa ticket. 
© Similarly, two ministers and. three 
deputies sent greetings to the Gua 
Musang crowd, thereby indicating sup- 
port to Razaleigh and Musa, while 
another Musa ally, Defence Minister 
_ Datuk Abdullah Badawi, sent a proxy. 
_ When. the full tally, of divisional 
nominations came in. on 24 March, 
Mahathir boasted 88 to Razaleigh’s 37; 
Ghafar had 74 to. Musa’s 50.-The two 
top contenders for vice-president were 
interestingly balanced yr Anwar 
_ Tbranim. and 75 for his. main. rival, 
Badawi, who are both from Penang. 

: (Campaigning will now. be carried out 
privately > targeted directly at the del- 
gates, said party insiders, who expect 

f re mud-slinging and psy-war 

both sides. i 




















"By Nigel Holloway in Singapore 


Singapore's parliamentary privileges 
committee has recommended that 


the Workers’ Party (WP), should be 
fined S$1,000 (US$470) on each of two 
counts. 


made in the legislature in March 1986, 


was that Jeyaretnam failed to tell parlia- 
ment that he had a direct pecuniary in- 
terest in a question he raised in the same 
month concerning security officers, 

On the first count, the committee 
found Jeyaretnam guilty in two re- 
spects. The first was that he 


J. B, Jeyaretnam, secretary-general of. 


The trials of JBJ 


A parliamentary body suggests fines for former MP Jeyaretnam 


The first concerns. allegations he. 


when he was still an MP, that the police | 
had wrongfully arrested and detained a | 
certain Lim Poh Huat. This was later | 
found to be baseless. The second charge | 






















tee’s proceedings. The WP leader has 
refused to pay and filed 

two; ds p: 
ceed 








had failed to verify third- 
hand news, that Lim had 
been arrested, before mak- 
ing the allegation in parlia- 
ment. The second was that 





he had suppressed infor- 
mation that Lim had fabri- 
cated the story of his ar- 
rest, l 
On the charge of fail- 
ing to declare an interest, 
the committee rejected. 
Jeyaretnam’s argument | 
that British MPs who | 
raised questions in the 
. House of Commons do not 
have to disclose an interest. 
The privileges committee 
said there was nothing to 
prevent him from. raising 
| the matter of the security officers, even 
if he had represented a particular officer 
in his professional capacity as a law- 
yer. 

The opposition leader lost his par- 
liameiitary seat last November. after 
being fined for making a false financial 
declaration regarding his party’s. ac- 
counts.. : 

The former leader of the house, 
S. Dhanabalan, who is Singapore's 
foreign minister, has also complained to 
the privileges committee against 
Jeyaretnam as editor of The Hammer, 
his party’s newspaper. An article în the 
newspaper in its January-February edi- 
tion said the former MP was denied a 
fair hearing before the committee when 
it looked into a complaint that he had 
abused his privileges by making un- 
founded allegations of executive inter- 
ference in the judiciary. 

In January, Jeyaretnam was fined 
$$1,000 for abusing his privileges in that 
case and a further $$25,000 for publish- 

ing newsletters distorting the commit- 

















Jeyaretnam:High |" 
[Court appea 
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he will ap 
Council in 

















y ad- | 
party 







monses were issued, “plays a significant 
role in any transfer of judicial officers 


-from and to the subordinate courts.” 
- Therefore, the case should be heard in 


the High Court “whose judges are not 
subject to any such pressure,” the af- 
fidavit says. 

Last but not least, a. disciplinary 
committee of the Law Society of Singa- 
pore has finished its hearings into whe- 
ther Jeyaretnam’s convictions on four 
criminal charges made him unfit for the 
legal profession. The matter has been 
referred to the Supreme Court. If he is 
struck off, he can appeal to the Privy 
Council, = ee u 
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German Airlines 























The elite is taking a spor 


Flexibility, dynamism and values into our lives, our work personality and his own tect 







a readiness to follow new and all the things we like to cal preferences. 

avenues are qualities that surround ourselves with. The Both the design and 
today are more in demand than | choice of a car is a particular construction of the new BM 
ever, These introduce new reflection of both the driver's Series are based on these fa 


Brunei: Performance Company Sdn Bhd, Bandar Ser: Begawan, Tel (02) 27606/7 Hong Kong: BMW Concessionaires HK} Ltd, Tel(3)7145271 indonesia: P.T. Tjahja Sakti Motor Corp, 
: Singapore: Performance Motors Lid, Tel: 4698800. Talwan: Pan German Motors Li 


are dynamic vehicles. Their 
effortless power and precise 
roadholding make them 
outstanding. They offer new 
nd also on the conviction that | technical solutions in all areas: 
day's elite is looking for new | increased safety, functional 
olutions and spontaneous perfection, comfort, and not 
erformance. least, increased resale value. 


The new BMW 7 Series They represent the most 


3t (021) 496002 Korea: Kolon Intemational Corp., Seoul, Tel: (02) 7764260 Malaysia: Auto Bavaria Sdn Bhd, Kuala Lt 
3t (02). 7168370 Thailand: Continental Auto Centra Co Lid. Banakoak. TeliN2\2a5R38a0 


up-to-date levels of automobile 
technology, which they 

interpret as only 

BMW can — lively 

powerful and 

majestic. The new 

7 series. Perform- The ultimate 
ance to match driving | 
this new age. machine 


(03) 2308670 Philippines: Hahn Mania, Mania, Te 








FIND PEACE & TRANQUILITY 
IN THE HEART OF BANGKOK. 





Ses Es oT 





When the pressures of business in 
Bangkok get too much, escape to the 
sanctuary of the Hilton International. 

Here, in 8% acres of beautifully 
landscaped park, excellent recreational 
facilities combine with superb service 
and accommodation to create an oasis 
in the heart of the city. 

Add to this a comprehensive range 
of business amenities and you have 
the very best of all worlds only a short 
stroll from everything that Bangkok 
has to offer. 















For reservations, call your travel 
agent, any Hilton International hotel 
or Hilton Reservation Service. 





HILTON INTERNATIONAL 


BANGKOK 
AT NAI LERT PARK 





FarEastern Economic 


The Far Eastern Eco- 
nomic Review is now 
publishing a quarter- 
ly index which details 
by country and date 
everything that has ap- 
peared in the Review. 
The index is available 
on a quarterly basis. 
Subscribe now and 
each quarterly index 
will be sent to you 
automatically as soon 
as it becomes avail- 
able. A vital research 
tool, the Review in- 
dex will save hours 
of needless search- 
ing for information. 
ORDER YOURS TO- 
DAY! Only HK$230 
(US$30) for 4 quar- 
terly issues. Just com- 
plete the coupon 
below and send with 
your payment. 































The Circulation Department, 
Far Eastern Economic Review, 
GPO Box 160, Hongkong. 


Please send my order for the 
Far Eastern Economic Review 
QUARTERLY INDEX. / enclose 
HK$230/US$30 (or its equivalent 
in local currency) in payment. 

(Please print in block letters) 
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~ Government leads move fora leah up 
_ Aquestion of trust 


By Suhaini Aznam 


three years sinc £ ; 
(US$1 billion) Bumiputra Malaysia 
Finance (BMF) corruption scandal 
rocked the nation. One hardly hears the 
“atchy slogan now but the lesson from 
e BMF still reverberates. > 
‘Today the government h 
stand that it is time for ean up. 
Lately, the fight against corruption has 
assumed particular prominence: — 


leading banks and bank 
virtually taking over th 
advertisement section o 


papers. 
During the 1970s boom ye: 
record 11.1% gross dome 








1 growth in 1976, the economy could ab- | 


| sorb some financial irregularities. But 
| now corruption is glaringly in the public 
Repeatedly, government bureau- 
sand fellow businessmen point to 
| the flushing out of those caught with 
‘their hands in the till, and say: “Thank 
God for the recession.” It is perhaps the 
“ecession’s only positive effect. 

ahathir was one of the first to 
broach the subject this year, speaking to 
Malaysian students’ in London. in 
nuary. Bemoaning the lack of inte- 
grity among holders of public office, “we 
ve in a society which no longer has any 
our,” the Star newspaper quoted 
iim as saying‘in the context of tenders 
and bribes.” There were people who, 
; ut in positions of trust, abused 
sitions and stole from the very 
titutions ‘they were in charge of, he 

s reported as saying. ' 
‘erruption has also become an issue 
in this year’s major political event— the 
dominant United Malays National Or- 
[| ganisation (Umno) election, which will 
| choose its party leaders who infact form 
two-thirds “of the National Front 
| cabinet. Supporters of Umno deputy 
«|. president Datuk Musa Hitam and Trade 
and Industry’ Minister Tengku 
Razaleigh Hamzah, whois expected to 
challenge Mahathir as party president, 
have made clear allegations of corrup- 











tion under the Mahathir administration, 
with their theme of “It’s time for a 
change. 

Although Mahathir denies any per- 
sonal wrongdoing and demanded proof 
of any allegation against. him, he has 
been under pressure to dispense with his 
controversial ally, “Finance . Minister 
Daim Zainuddin after the April Umno 
elections. While not the subject: of 
corruption allegations, Daim’s finan- 
cial wheeling and déaling has been criti- 
cised as inappropriate for a senior 
minister.” - 

Opening a meeting of Umno’s own 

The land industry: page 18 
Politician/businessmen: page 20 
Troubled cooperatives: page 22 

Complex building: page 23 





| cooperative, the Koperasi Usaha Be 


satu, on 1 March, Mahathir 

legates to work to restore cre yin 
business. “The waterlooks clear when it 
is high tide but when the tide goes down, 
we can see the dirt and mud on the river 
bed,” he said, referring to deposit-tak- 
ing cooperatives in general, 

Between 1981 and 1986, the Al 
Corruption Agency (ACA) found 1, 
people guilty of corruption == 97 
them government officers, r 
senior A to clerical D catege 
ter in the Primé Ministers Departmen! 
Datuk Abdul Ajib Ahmad told parlie 
ment last November. Of the re 
were politicians. ‘These cas 
out of 46,865 comp See 
ACA — 3,097 of th 
to warrant open investiga 

Amanah (veust-or that 0 
trusted to one) is very i 
Islam. Those entrusted wi 


| ligious: progr 
radiovand Frida: 


the mrosquesdent op y 


ters. 


P'rities of the Mahathir ad 
tion habitually allege that ¢ 
tion. and an unwillingness to-exp 
ethical practices pervade every: 
his government. Anonymous 
“flying letters” allude to nep 
favouritism of political allie n 
mer 


Mance 
cal and business interests to 
both the national wealth 
of unsuspecting inve 

What truth is 
tions? Do top pi 
tives in making 
ments or in selecting contr 
government-funded projects? Mas 
vestors been ripped off by anunholy ab. 
liance of scheming politicians and une- 
caring authorities? 

The prime minister stated on | 
March that he may be willing to oped up 
the files on several controversial. pro 
jects toquell public speculation t 
government acted improperly in (heir 
execution. Among those he mentioned 
were the Penang road bridge, the Day 
bumi office complex. in Kuala Lumpur 
and the Perwaja Trengganu sponge iro 
and steel billet plant. Other consira 








su : 
troversy include the Umno headquar- 
ters building and. the neighbouring 
world trade centre. 

According to documents, the Daya- 
bumi 40-storey office block owned by 






Authority. was built by a Malaysian 
-company called Zenecon Bumi Sdn 
_ Bhd, acting as main building sub-con- 
actor to. a. Japanese joint venture, 
kenaka Kumagai. The chairman and a 
hareholder.of Zenecon Bumi is Dato Pa- 
duka Hajjah Saleha binte Haji Mohamad 
Ali. who is Mahathir's sister-in-law. 
 Zenecon Bumi seems to have en- 
_ joyed-a meteoric rise in Malaysia’s con- 
_ struction industry. Incorporated in Au- 
gust 1982 with a paid up capital of 
$100,000, Zenecon went on very 
uickly to win three sub-contracts worth 
dreds of millions. Among these 
the main building sub-contract for 
: M3313 million Dayabumi office 
and shopping complex, a M$280 million 
sub-contract as main builder of the 40- 
storey Umno complex completed in De- 
cember 1984; and the main sub-contract 
to-build the M$30 million Kuala Lum- 
‘pur Municipal Authority's multi-storey 
ar-park at Jalan Tun Ismail. Sub- 
equently, it got a M$3 million contract- 
ing job on the state-owned Proton Saga 
car plant in Shah Alam. 

» in all these instances, Zenecon acted 
s a sub-contractor to Japanese con- 
ruction companies at a time when 
Mahathir’s Look East policy was at is 
height. Zenecon also has two joint ven- 
















the government’s Urban Development . 





Bab cen 
tion Pte Ltd of Singapo 
Kumagai Sdn Bhd of Malaysia: 

The facts do not suggest impropri- 
ety. But they are the sort which contri- 
bute to concern that politics and busi- 
ness may be too close for their own 
good. 

More specific indications of the re- 
lationships between money and politics 
were allegations made about Razaleigh 
and Musa in January court hearings im 
Hongkong when former executive di- 
rector of Bank Bumiputra, Hashim 








Razaleigh: BMF link. 








iputra Malaysia Finance. 
The court was told a US$25,000 pay- 
‘ment was onpassed. from Hashim to 
Razaleigh. Musa was mentioned as hav- 
ing allegedly told Hashim not to oppose 
any BMF loan proposals. made by 
another senior executive, Rais Sani- 
man, who was a friend of Musa, Musa 
also figures in the Granite Industries 
Bhd saga (see page 22). eont sel 
Corruption is as old as time, but in 
























suddenly financially sophisticated 1970s 
~~ which coincided with the introduc- 


~~ a reverse discrimination... policy 
favouring bumiputra participation. in. 
business in an attempt to redress. the 
balance with the Chinese, who had trad- 
itionally dominated the country’s eco- 
nomy. oe 


preneurs forced keen. competition 
and both. Chinese and Malay ‘business: 
men discovered that a little “coffee 
money” often helped. For the Chinese, 
it was. standard business: practice. For 
the Malay, it was a case. of:a little too 





much, a little too soon, - 

In days when a very small elite core 
ran the country, patronage was a logical 
practice, 
amounting to nepotism, given, that 
while members of this elite were related 
to each other, there were very few 
others who could afford to buy property 
or set up businesses on a large scale. 

















SE Greed for develop- 
| ment land has been 
cited as a main cause 
of the marked decline 
| in the quality of many 
| publicly listed com- 
ig! panies in. Malaysia 
wane and the honesty of 
e country’s public servants 


Land boom fuelled the 
big-money syndrome 








and politicians. The enormous profits 
that used to accrue easily to anyone able 
to. secure building land lured many 
manufacturing companies into diver- 
sifying out of their traditional busi- 
nesses, and politicians. and others: with 
influence over the supply of develop- 
ment land into compromising their 
ethics, eji 

The same land that made so many 
people immensely wealthy during the 
1980-84 property boom is threatening to 
become their downfall today. There isa 
roll call of pe listed companies in 
Malaysia whose shares were originally 
offered to the public years ago on the 
basis of a sound track record in indu: 























trial or agricultural production. but 
which are now essentially property com- 
panies.. Many of these companies are 
now facing a severe squeeze on their 
cash-flow, with little recurrent income 
to tide them over a property market 
slump that is expected to continue for 
several more years. 

The number of Malaysian-based 
companies listed in the Kuala Lumpur 
Stock Exchange’s ah ap section has 
doubled to 14 since 1979 alone. Many of 
these are well run and coping with the 
current oversupply in the market. But it 
is the smaller, less obtrusive third-liners 
tucked away in the Industrials sections 
that are giving their bankers the greatest 
worries. These companies — of which 
Paper Products (M) Bhd, Sri Hartamas 
Corp, Bhd and Duta Consolidated are 





but a few examples — plunged into 
property development during the boom 
years in the name of diversifica- 
tion. 

It may seem strange that land could 


- | have been so coveted in Malaysia, when 











there was so much available. The reason 
is simple: land is administered at the 
state rather than. the federal level. The 
state governments guard this privilege 
closely, for land is their main source of 
revenue in the form of premiums for the 
alienation of state land and the conver 
sion of the designated usage of privatel 
owned land. It is also the main source of 
illegal “kickbacks” for state executive 
council members. : 
Most land in the. future suburban 
areas around the main cities of Peninsu- 
lar Malaysia is still designated for ag- 
ricultural or mining purposes. To “con- 
vert” that land for housing or office- 
building purposes, the owner. must ob- 
tain the prior approval of the appro- 
priate state government. In the heyday 
of the property boom, these approvals 
were often given to: those who were 
either politically well connected or had 
enough, money to- grease sufficient 
palms — or both. o 
- For prinie areas close to expanding 
residential or commercial areas, the re- 
wards. for conversion could. be -very 
great. By cultivating influential. mem- 
bers of a state government's executive 
council, a developer could see the value 
of his land multiplied by an enormous 
factor overnight. Oft 












Malaysia, it only became endemic in the’ 


tion of the New Economic Policy (NEP): 
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T he sudden entry of bumiputra entr 


| not., always... necessarily 








he assistance 














cation hang at. Again 
unplanned side-effect of the welt- 
meaning NEP, the wider education base 
meant that for those who were not part 
of the landed gentry or aristocracy the 
only way to get a foot in the door, it 
seemed, was literally to buy-one’s way 
in. Some of the top civil servants,.po- 
liticians and corporate. executives who 
held the keys to power were members of 
the: original elite; others were new- 









comers who found the temptation too | 


great. ae 
In addition tothe power that wealth 
‘brings; many enjoyed social legitimacy 
to boot: They often carried the coveted 
titles of honour bestow: 
sultans for their contribution: 
a Tan Sri or atleast a Datuk.” 
© The government White Paper on 
cooperatives. revealed “a parade of 
Tan Sris, Datuks and politicians, some 
of them still in power, who have been 
o*-ting money from the poor '— the 
‘ker, the taxi driver and the vege- 
` tanie gardener — in order to enrich 
themselves,” according to Justice 
Harun Hashim on 20 January when he 
was allowing Bank Negara to appoint a 
‘receiver for Koperasi Mewah — one of 
23. deposit-taking cooperatives sus- 
pended. a 
“It is a case of the rich and powerful 
literally robbing from the poor,” he. 
; said. “And I think it is in this particular 


































_ context that the government came in 
with this rescue operation.” 

‘Indeed the government has been 
toughening up against corruption in 
some areas like the cooperatives: scan- 


dal — investigating suspects and charg- 
ing them in court, regardless of their po- 
sition in politics or government. Malay- 
sian Chinese Association Youth chief 
Datuk Kee Yong Wee and its former | 
secretary-general Datuk Tan Tiong 
Hong, both former deputy ministers in 
Mahathir’s government, and the pre- 
sent Deputy Culture, Youth and Sports 
Minister Wang Choon Wing were some 
notable examples. 

The ‘opposition Democratic Action 
Party (DAP) and the Parti Islam (Pas) 
both ‘used corruption. as an issue in 
last year’s general election —- success- 








| means is forgotten. Honesty or integrity 
F is con i 







| last year, and Chandra Muzaffar, presi | 
| dent of Aliran, a Penang-based social 


| that noman should strive for something 

















volved, or understand the cory 
tions of banking and corporate 
backs, said Pas vice-president Nak 
Ahmad in analysing the reasons for 
their lack of impact. Pas leaders t 

to explain the implications in terms of 
the number of low-cost houses or fishing — 
boats M$2.5 billion could buy, but their 
atguments went over their audiences’ 
heads. 

Critics: not belonging to political 
parties have also launched a public ac 
countability education programme, give | 
ing a series of lectures across the coun- 
try. Most notable among them are 
former auditor-general Tan Sri Ahmad 
Noordin Zakaria, who headed inve 
gations into the BMF scandal in Hon 
kong, and whose report was releas 
























awareness group. 





t such a meeting in Kuala Lumpur | 
on 20 February, a plea was made 
for a regeneration of public morality 
from the bottom upwards. To Noordin, 
it seemed as if the “universal teaching 


by foul means which he can get by fair 






red out of fashion.” 

many an eminent, old-estab- 
lishment Malay, Noordin blames the in- 
tense competitive environment. “Com: 
petition is so se in the pursuit of 
profit and political power,” Noordin | 
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—— 


: of members of the state royal family was 
enlisted and sometimes royal family 

members set up their own compa- 
nies. 

“The letter of approval from the 
state authority is like gold,” said corpo- 
te lawyer Chooi Mun Sou at a recent 
tum on financial scandals. Chooi, 

who was also one of the three inves- 
tigators into the scandal in Hongkong 
involving Bumiputra Malaysia Finance 
(BMF), a subsidiary of Bank 
Bumiputra, said he had seen letters of 
| approval “being literally hawked 
around for the highest bid.” “Approv- 
als,” he said, “were given so long as 
| there were the right incentives to the 
planning. authorities and especially the 
people in power. Fortunes were made 
overnight by these people in a position 
to give approvals and by those ‘who then 
‘injected’ these properties with approv- 
als into listed companies in exchange for 


shares issued at a premium.” 
A classic example of such a deal 
; took place at the beginning of 1982, 
when Larut Tin Fields — which stopped 
| producing tin in 1978 — allotted 5.5 mit- 
“Nion M$1 (40 US cents) shares at M$2 a 
-share to acquire 5.54 million shares of 
‘Seaview Plantations Sdn Bhd, the main 

















of which was former plantation | 
a sar Port Dickson, The land came 
with building permission, __ 
_ There is absolutely no evidence to 
suggest that the conversion of the Sea- 
‘view land for building purposes was ef- 
fected’ in a way which was improper. 
Two of the.directors of Seaview at the 
time of the conversion were Tan Koon 
Swan, the former Malaysian Chinese 
Association (MCA) leader now serving 
a jail sentence for dishonest corporate 
dealings in Singapore, and Kee Yong 
Wee, the former MCA youth leader 
currently out on bail awaiting trial on 
charges of criminal breach of trust. Both 
were then powerful and respected fig- 
ures in the Federal Territory MCA at 
the time. 

Seaview  Plantation’s founding 
shareholders were Khoo Kay Peng, 
chairman of the MUI Sree and Lor- 
rain Esme Osman, who is fighting ex- 
tradition from Britain to Hongkong in 
connection with loans to the Carrian 
group by BMF; they both resigned in 
1979 when they sold out to Tan and 
Kee, A major shareholder of Seaview at 
the time the Larut Tin deal was being 


negotiated was C. S. Low, the then chief 
























shown to have been involved im frauds 
relating to the bank's dealings with pub 
‘lic companies. Wah pro a 
standby letter of credit to Seaview in. 
1980 as part of the M$3 million joan it 
took out to buy the plantation land in | 
Negri Sembilan. 
What did Larut Tin get in return for 
the 5.5 million M$1 shares it allo i 
M$2 a share? It got 245 aeres 
th een reval 


an once in every five years for 
e of incorporating such 
e books «..” Had thatrate 


MS$3.5 million. 
Larut also continued to feature nthe. | 
Ka Wah looting saga. A director, Chew — 
Sing Guan, was loaned money by the 
bank on security of Larut shares. The 
security was released and used to raise 
another loan froma Singapore associate 











executive of -Hongkong’s: Ka Wah 
Bank, who has subsequently heen 





of Ka Wah, while the original loan went 
unpaid. -Nick Seaward 























positions of influence’ 
warfare. In the event; all 
and war,” 
Noordin, of course, has seen the very 
. yeal consequences of such-struggles for 
influence and probably has a clearer 
idea than most as to how much the coun- 
try has suffered financially as a result of 
corruption and bureaucratic rivalry. 
Simply by totting up the money Jost 
by BMF, Bank Rakyat, Perwira Habib 
and the cooperatives in  straightfor- 
Ward fraud over the past decade; one ar- 
rives at the staggering figure of M$3.6 
_ billion — equivalent to three-and-a-half 
times the budget allocation for educa- 
on this year and more than the entire 
alue of the North-South highway pro- 
ote. i 
But this figure is only the tip of the 
proverbial iceberg: A more accurate es- 
imate of what Noordin’s “warfare” is 
costing the country, other than in terms 
of guilty consciences, can be made from 
-Malaysia’s incremental capital. output 
(co) ratio. This useful tool of the 
_macro-economist measures the number 
of dollars of investment needed to gen- 
erate one additional dollar, of annual 
output. A high ICO ratio. indicates an 


is fair in love 











































| Money politics has be- 
f come so rampant in 
Malaysia that in De- 
cember, Umno decid- 
| ed to setup an ethics 
| committee of non= 
nee: contesting party vet- 
Milde erans to ensure fair 
play in the run-up to this year’s crucial 
-party elections. Tan Sri Khir Johari, 
) who heads the committee, admits that 
his committee’s policing role is limited 
to actual complaints from members, but 
while some may go underground, “at: 
least others may be discouraged while 
eare watching.” : 
< Popular wisdom has it that some use 
wealth to achieve power while others 
seek power to acquire wealth. The dif- 
ference divides Malaysia’s traditional 
politicians -- who entered modern poli- 
tics asa. natural extension.of their 
amilies. having. been landed gentry 
in their’ respective «districts. — and 
the new generation of politicians who 
come in-on personal merit. and ambi- 
tion, «ype: oe Ran 
Phe symbiotic relationship between 
money and politics is universal; But in- 
tead of business magnates supporting 
the candidate of their choice; asin more 
industrialised democracies, in expecta- 
tion-of having a lobbying voice in cone 
press or parliament ota foot in the 


















very much like 


factors, but corrupt 
cratic obstruction rank high on the list. 
At 6:1, Malaysia’s ICO. ratio is three 
times higher than the Pacific Asian 
average and ranks equal with India. 
During the latter days of the Marcos 
nie the Philippines had an ICO ratio of 


What this means is that while the 
Ministry of Trade and Industry has 
been making herculean efforts to bring 
in new foreign investment, the net bene- 
fit to the economy of that investment 
will still be only, two-thirds of the 





net benefit of the same investment in 
Indonesia, which has an ICO ratio of 
4:1. a 


I: simplistic terms, therefore, to kee 

up with Indonesia; Malaysia needs 
three new Sony factories for every 
two secured by Indonesia. In another 
example, taking a 2:1 ICO ratio. as a 
reasonable regional average, it seems 


that M$1.7 billion of the M$5.2 bil: i 





henewbreedof = 
politician/ousinessmen 





lion to be invested in new projects 
granted approval by the Malaysian In- 
dustrial Development Authority in 1986 
alone will be lost to the Malaysian eco- 
nomy. 












p lalaysia — only that 
its economy is more efficient and by 
extension, that its system for corrupt 
payments is more efficient. Indeed, it is 
ironic that one of foreign’ investors’ 
criticisms of Malaysia is that its civil 
service is only gradually shrugging off 
its colonial mores, with the result that 
most decision-makers’ arë ` still too 
squeamish to be seen openly to be “on 
the take.” 

Foreign businessmen have been 
known to complain to. their countries’ 
trade attachés in Kuala Lumpur that a 
large. “commission” to the-man‘at the 
top of the decision-making process 
often gets followed with similar de- 
mands all the way down the. line. In 
Thailand or Indonesia, goes'the com- 
mon: complaint, everyone knows the 
score. and the big man keeps the path 
clear until the contract is signed. In Me- 
laysia, goes the argument, you get 
worst of both worlds. 

For the sake of its economy then — if 
nothing else — Malaysia has to decide 
between mounting an all-out campaign 
against: corruption, similar to its anti- 
narcotics programme, or.come to terms 
































with corruption as an accepted feature 





fost. 
door when it comes to awarding con- 
tracts — in younger states, the wealthy 
and the politician sometimes are one 
and ‘the same person, making vest- 
ed interest considerably more per- 
sonal. 

Once a millionaire, the former Ma- 
laysian Chinese Association (MCA) 
president Tan Koon Swan lost his em- 
pire. while raising funds in a two-year 
internecine struggle to put his faction 
in control of the party. He won the 
battle but lost the war, Tan was: presi- 


: dent for only two months before Singa- 
pore authorities arrested himin Jame 

















ary 1986, and charged him with abet- 
ment in criminal breach of trust. He is 
currently serving a two-year jail sen- 
tence. 

Tan epitomised the new breed politi- 
cian-businessman. On a more modest 
scale, the same pattern is repeated in 
less-prominent Chinese and Malay 
politicians. With a smaller share of 
the economic. cake, the Indian po- 
litical. entrepreneur is less conspicu- 
ous. 

. The non-businessman politician is 


_ thus forced to play the game by the same 


rules. If he has:‘no money of his own, | 
must have friends ora godfather wl 
does, ne as 

Thus to a lesser extent, money also 
flowed when then vice-presidents 
Datuk Musa Hitam and Tunku 
Razaleigh.Hamzah vied bitterly for the 
post. of deputy. president of the domin- 
ant Umno in 1981. Musa is not a busi- 
nessman himself but “has friends,” say 
Umino insiders. Razaleigh, a member of 
the Kelantan ‘royal family, inherited his 
wealth. 




















































~ brave enough to attempt the former op- 
“tion, it ae difficult to turn the clock 
ack: corruption occurs so routinely in 
certain areas that it has indeed almost 
_ become expected. 
here is, for instance, a standard 
bribe of M$300 to pass driving tests in 
mpur: learner drivers are as- 
ssed by their instructor and advised on 
| iey can pass on their own abi- 
whether they should pay up in- 
; Traffic violations carry unofficial 
tant fines” of between M$20 and 
.depénding on the obvious 
of the driver or occupants of the 


“ys These abuses, however, could be 
cleaned up relatively easily with some 
determined action. within the police 
force. Critics of the. present. system 
claim that as long as market forces are 
distorted. by racial discrimination — 
aver “positive” this may be — there 
always be attempts by those who 
“have been discriminated against to re- 
dress the imbalance with money or other 
incentives. And there will always be 
-bumiputras who consider it part of the 
proper order of things to squeeze the 
*immigrants” — Chinese and Indians — 























ly, two Umno ‘branch officials, ace 
gaad Ma ‘Malacca Chief Minister. D 


him mh pain of revelation. 
nied the allegations and helped. the 
. police set a trap for the two. W 









J hen, setting up his own busitiess: 
one young Malay architect recalled 
linister and 


“T felt Span asked but he was quite na: 
tural [about it],” he recalled. The minis- 
| ter exp 
-ensure the future of young Malay en- 
trepreneurs ‘like: himself. “Ofcourse I 
gave him a cheque right away.” That 
was. five years ago, before today’s drop 
in the property. market, and for three 
«years the architect did quite well for 
himself. 
: Making party contributions is not il- 
legal. Bribery is. But a little. gift in ex- 
change for winning a contract has‘ be- 
come so much the norm that: anyone 
who is awarded a tender is automati- 
cally suspected of having paid for it, no 
matter how above-board the transac- 
< tion has been. 
‘= Public cynicism is hardly surprising. 
“Given the popular practice of 
iated instead of. open. tenders — 































he practice was officially reversed 


| 


ed how the party existed to. || 








Another fundamental obstacle is the 
close involvement of individual. politi- 
cians in majorsectors of the economy. It 
was only as recently as September last 
year that cabinet ministers were forced 
to divest themselves and their families 
of stakes. in companies. This ruling only 
came about after a public outcry. over 
revelations that as finance minister, 
Daim had acquired control of the coun- 
try’s third-largest: bank — the. United 
Malayan Banking Corp. (UMBC) - =z to 
the detriment of the state-owned invest- 


ment corporation, Pernas. 
Mean has recently claimed. that 
Daim’s acquisition of UMBC had 
been at the request of Umno Youth to 
bring the bank under bumiputra owner- 
ship, but. there have been instances in 
the past when Daim has been accused of 
using his influence with the government 
to profit personally. 

In particular, Daim’s fortunes were 
founded on the development of some 
land in Selangor, which he had acquired 
in 1972 with the help of former Selangor 
chief minister Datuk Harun Idris... This 
development, called Taman Bukit 
Maluri, was subsequently sold by Daim 





eign 
listed company he contr ; 
time. came Bukit Maluri also 






Faber ene another public 
company, in which the Fleet Group 
the investment arm of Umno chaired by 
Daim — had a 15% stake. 

Daim was also made chairman in 
1979 of a private property and construc- 
tion company called Peremba, which is 
a subsidiary of the Urban Devel Ba 
Authority. Peremba acquired a 
stake in a property company calved 
United penie Projects (UEP). Inhi 
personal capacity, Daim was also a 33% 
shareholder of UEP — a fact which at- 
tracted considerable criticism at the time. 

But while cabinet ministers m 
longer control De their respec 
political: parties still do and itis 
prominentrole of the political parties a 
the economy which presents the biggest | 
challenge to any primè minister seeking) 
to clearrup the country. 

The problem is made all the more 
difficult because the racial struggle 
for economic power which has domi- 
nated the past 15 years:will continue 
That in turn means that groups will co: 
tinue to use po litical power for eeond- 
mic.ends. 






























































last year — the mix of money in politics 
grew blatant. 

Chinese businessmen pay up as a 
matter.of course, hedging their bets in 
MCA as.well.as Umno elections. One of 
the criticisms and very. real fear stem- 
ming from the expensive 1984 Umno 
campaign was that Chinese business in- 
terests would. determine the Malay 
leadership of the country. This. year at 
least one minister has privately admit- 
ted to having been approached by three 
Chinese businessmen separately, one 
the audacity to bring the 
ous briefcase — symbol of the 


| 
| 





















cash bribe —- into his office. This minis 
ter refused all offers. 

But corruption is not on Iy h 
rove, it sometimes defies defi 
atronage is an extension of the feudal 
system that gave way to the modern nas: 
tion-state only a few decades ago. T 
tussle today is not just n 
haves and envious. hav 
tween meritocracy and patr 
wardly, the bureaucratic structure look 
the same. 

This is the very point, say both oppo 
sition hss and assorted a government 

























sour grapes, ininom that the oppo 
tion would do exactly the same irh 
power. 

The temptation is even greaterindhe 
closed: network.of state politics. P 
cians themselves observe that aspirants 
who want national influence and reec 
nition will try to make it into fe 
parliament; those who want 
money ask for state stats and then: make 
a bid to become state executive council 
lors in charge of a portfolio whieh hance 
les licences. and contracts, 

Those who miss out might lobby for 
an appointment to one of the lucrative 
statutory bodies — land development 
boards, timber boards, the powerful state 
economic development corporations. 

The money spent on general elec- 
tions does trickle down, in part on or- 
panisational expenses such as hotels and 
transport for campaigners, providing 
food for audiences, petrol for volun- 
teers to ferry voters to polling stations, 

























Umno election worker. Mileage claims 
are often inflated and generally “volun- 
. teers” expect a little sagu hati (token of 
thanks) for their hard work. 
“Not surprisingly, villagers love elec- 
tions, though not all methods of persua- 
sion can be tagged actual vote-buying. 
< Ina non-election context, the same ac- 
tivity would pass unnoticed. In Tem- 
pasuk, Sabah, in the 1985 elections, 
United Sabah National Organisation 
candidate Datuk Yahya Lampong stop- 
ped at a string of roadside stalls late one 
afternoon and chatted with the. villa- 
gers. Pulling out a M$100 note from a 
bundle in his pocket, he then bought all 
the remaining corn and bananas to add 
to that night’s campaign feast. The stall- 
holders were told to keep the change. 
Yahya’s supporters were fed and the vil- 
lagers went home early, grateful for the 
|. windfall. Yahya won the seat. 













B ut Sabah is notorious for expensive 
‘| a campaigns. “Where else doyou find 
candidates accompanied by bodyguards 
` carrying bulging briefcases, sometimes 
two briefcases, in remote villages?” 
asked a National Front party worker, 
-half in despair, half in. admiration. On 

the last night of campaigns, at a little 
“riverine village in Usukan, local people 
danced and gambled into the early 
: hours, tossing in M$10 and M$50 billsas 
freely as they rolled the dice. 

The rates are more modest on the 
peninsula. In less mercenary times, it 
used to be a sarong plus M$5 slipped in- 
side. A gift, without guarantee of an ac- 
| tual vote, could not be called vote-buy- 

- ing, party workers say. 

With so many getting a slice of the 
action down the line, it is hardly likely 
that a recipient will blow the whistle. To 
underscore their own “clean”. image, 
both the opposition Democratic Action 
Party (DAP) and the Parti Islam (Pas) 
pointed out that at the last general elec- 
tion, while National Front campaigners 
gave out favours, Pasand the DAP col- 
lected donations —— usually M$1 per 
head — from their campaign audiences. 
to National Front workers promptly 
turned around and pointedly demanded 
to know whether Pas told its supporters 
how it spent the contributions. 

Recession has made corruption 
more. keenly felt as an issue-in.the cur- 
rent Umno: campaign. In a‘tightenin 
market, itis those who have been left 
out who complain, Many today profess 
to want to:change the system — to com- 
pete on merit rather than on “whom you 
know.” Yet in the flush 1970s, some of 
these same people had no.quibble about 
the system, and it is equally likely that a 
|o-change in the country’s fortunes would 
see. a-clutch of hands saying “metoo 
please.” — Suhaini Aznam 






















BM Nothing brings out la- 
f tent greed in a man 
more than the control 
of a financial institu- 






tion. But Malaysia 
may have produced 
x more than its fait 
















































Aea share of bank mana- 
gers who have abused public trust. An 
expression has now been coined in 
Hongkong: Sin Mah lo chin — Singapo- 
rean/Malaysian swindlers. 

The full extent of the losses suffered 
by depositors and governments will 
probably never be known. In Malaysia 
itself, banks and deposit-taking coopera- 
tives have lost at least M$3.6 billion 
(US$1.43 billion), if the M$2.5 billion 
losses of Bumiputra Malaysia Finance 
(BMF) in Hongkong are taken into ac- 
count, and more losses in Malaysia will 
undoubtedly come to light this year. In 
Hongkong, the government has had to 
shoulder losses, which may total HK$4 
billion (US$512.8 million), incurred by 
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sians and Singaporeans. 
With the obvious exception of Per- 


wira Habib Bank Malaysia, which had | 


to be recapitalised in January after los- 


ing at least M$260 million through | 


fraud, the main problems in Malaysia so 


sector, which does not come under the 
purview of the central bank, Bank Ne- 
gara (BN). However, it is apparent that 
when evidence of malpractice has come 
before BN (as it did in the case,of BMF, 
even though BMF was ostensibly under 
the supervision of the Hongkong bank- 


usé its powers to stop the 'rot without the 
go-ahead from its political masters. 

In the run-up to the BMF scandal, 
the then governor of BN, Tan Sri Abdul 
Aziz Taha briefed the prime minister 
thoroughly on the situation on two sepa- 


move those incontrolof BMF. ___ 
Since the revelations of the BMF re- 
port in March last year, there is further 
evidence that BN’s wings have been 
clipped: BN rescinded its earlier in- 
structions to banks on the treatment of 
interest on non-performing loans as in- 
come. These regulations had prevented 
banks: from padding their books with 
non-existent income. from loans that 
had been non-performing for 12 months 
or more. Less than a year after their im- 
plementation on 1 January 1986, how- 
ever, BN suddenly announced that it 
would be left up to the discretion of indi- 
vidual banks as to when a loan should be 
treated as non-performing. BN insiders 
told the REVIEW that the decision had 
been forced on BN by the Ministry of Fi- 
nance. 





banks owned and managed by Malay- | 


far have been in the secondary banking 


¿ing authorities) it has been unwilling to | 


rate occasions, but took no steps to ree == 










The significance of. such a climb- 
down should. net be underestimated. 
Two-of the banks:which BN has had to 
bail out‘over the past year — Perwira 
Habib and United Asian Bank — were 
both planning to. go for apublic listing in 
1985-but were prevented from doing so 
after being forced by BN to write off bad 
loans in the: 1984 accounts and report 
losses. The investing public had a nar- 
row escape, as both banks had wiped 










“one mer- 
go. for list- 
ings this yei 
about the quality of a 
asked to buy. 

The position is even murkier amore 
the secondary. banking:and deposit-t: 
ing institutions which do not ordinar., 
come under the jurisdiction of BN. The 
24 DTCs that were suspended last year, 
for instance, were under the controt of 















the Ministry of National and Rural 
Development’s Cooperative Develop- 
ment Department normally known by 
its Malay initials of JPK. By the time 
they were suspended on 8 August, these 
DTCs had collected deposits of M$1-5 
billion. Government-appointed inspec- 
tors found that the directors of the 
DTCs had-somehow managed to lose 
M3673 million of that sum before BN 
hadsteppedin. © = 

brall, Malaysia had 35:-DTCs at the 
time of the freeze, with deposits of over 
M34 billion. According to BN, 19 of 
them were taking deposits without the 
required prior authorisation from ‘the 















d not reported their liquidity 
ors and staff of 13 ofthe 
24 frozen DTCs were found to have had 























evidence of fraudulent conduct was 

found to have occurred in six of them: In 
nearly all these cases, the JPK was 
found by the investigators to have exer- 
cised very little control. 

It had been quite clear to a wide sec- 
tion of the business community that the 
DTCs were heading into trouble at least 
|, -a year before. It had also been clear that 

-the government had also been aware of 
.. the problem some months before it fi- 
- nally ‘acted, because in May 1986 it 
























charged. with overseeing the 
DTCs along the lines laid down by BN. 
‘The question being asked by opposition 
groups and stricken depositors is why 
the government did not act sooner. 

` Opposition parties have pointed to a 
lack of political will. They say that it was 
















ower nded-less than a week after 
e general election. At least a quarter 
pov the suspended DTCs were closely 
=T linked 
sociation (MCA), the second-largest 
| party in the ruling National Front. And 
it’ was feared that several prominent 
| MCA leaders were implicated. 
| Those who have been arrested so far 
iclude former MCA youth chief and 
former deputy trade and industry miris- 
ter Datuk Kee Yong Wee, and deputy 
minister for culture, youth and sport, 
ang Choon Wing, who were directors 
TC called Komuda. Yet another 
| is Datuk Yap Peng, a sènior luminary of 
| the MCA in Selangor, who was arrested 
in connection with his chairmanship of 
Koperasi Sepadu. ; i 





















































‘ther MCA leaders — while not im- 
plicated in any alleged crimes incon- 
nection with cooperatives they managed 
->have been discredited for their failure 
to safeguard the money of their de- 
sositors, many of whom were MCA 
¢ iupporters. Koperatif Serbaguna Ma- 
laysia (KSM), for instance, was the 
third side of a triangle formed with the 
MCA ‘and “Multi-Purpose Holdings 
(MPH), the investment arm of the 
‘MCA, and its chairman was: Datuk Oon 
Seng Lee; an MPH director. KSM’s 
main asset is a 29% stake in MPH and it 
also holds stakes in other MPH asso- 
ciate companies: such as Dunlop Es- 
“tates. Indeed, the main purpose of KSM 
seems to have been ‘to-act as a safe re- 
pository of MPH stock. 

“By the time KSM was frozen, the 
value of these investments in MCA-re- 
lated companies had fallen’so low that 

„the cooperative was insolvent'to the ex- 
tent of M$330 million — or in other 
words, it had assets equivalent to 41M 
cents for every dollar of deposit.: Fur- 
thermore, the BN investigators discover- 

=] ed that the directors of KSM had been 
=q cooking the books to permit the 

cooperative to show a profit from 1982 

onwards and that it had been unable to 





created a regulatory body for the 
Cs called Koperasi Kawalan Kre- 





no coincidence that 23 of the 24 DTCs" 


with the Malaysian Chinese As- | 








do not stop there. 
Take, for instance, Koperasi Rakyat — 
a cooperative with strong historical 
links with another National Front com- 
nent‘party, Gerakan; Korakyat was 
ound to have'a M$19 million loan out- 
standing to its external auditor, Khoo 
Chooi Thuan, who was also a director of 
a company developing one of 
Korakyat’s housing projects. ° 
Another cooperative called “Kos- 
mopolitan entrusted 7 million shares in 
a quoted company called Tmatex to then 
MCA leader Tan Koon Swan to raise 
money to help meet a run on deposits. 
Instead, however, the shares were 
ledged to a merchant bank by “various 
individuals” as collateral for loans used 
to buy shares in Grand United Holdings 
(GUH), a company controlled by Tan. 
Tan also received a M$1 million advance 
from Komuda to buy shares in GUH. 
A few prominent businessmen more 
usually associated with finance com- 


“panies turn out to have been involved in 
qhe DTCs as well. Two directors of a 
‘cooperative called Sakapp, who're- 


signed on the day of its suspension, were 


“Tan Sri Wee Boon Ping, chairman of a ¿ 
finance company called Visia Finance: 
(formerly Sim Lim Finance), and Datuk 


Loy Hean Heong, who is managing di- 


_rector of MBf Finance. Sakapp’s group 
accountant was found by BN. invés- 
-tigators to have made “very little at- 
| tempt to maintain proper books and re- 

shape of all the suspended DTCs. Wee” 


and was in the second worst 


was found to owe Sakapp M$2.5 million 
stemming from a loan given to him be- 
fore he parne ‘a director and he also 
owed a cooperative called Kosatu a 
total of M$5 million. — 

_ A full list of the “big boys” who owe 
money to the DTCs has been promised 
on various occasions both by the gover- 
nor of BN and Finance Minister Daim 
Zainuddin. Nothing has emerged in that 
respect so far, but pressure is building 
for a full disclosure. Also of-intense in- 
terest to opposition parties are the iden- 
tities of big borrowers from the 
cooperative banks. 

It isnot often understood by outsid- 
ers that three of Malaysia’s banks are in 
fact ‘cooperatives. and are therefore 
under the ineffectual: control of the 
JPK. One of them is Bank Rakyat, 


| which lost M$150 million in a scandal 10 


years ago, while another is the Coopera- 
tive Central Bank (CCB), which has re- 
placed eight of its directors over the past 
nine months and has lodged police re- 
tts on alleged malpractices by some 
ormer members of its staff. CCB's new 
board says ‘the bank is sound but a re- 
cent revelation in parliament that the 
government has placed M$405 million 
on deposit with CCB has heightened 
suspicions that itis being propped up 

after making heavy losses. 
~~ Nick Seaward 
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| this has yet to be paid. 






building 
| Perhaps no issue 6 


a neatly epitomises M: 
“laysia’s convoluted — 























fs SPRING CLEANING | 

casé have appeared in the local news: 
papers. 
The GIB case includes allegations 
of: the swindling of amember of a royal 
family; corruption in the Johor state 
government; illicit payments for the 
Umno headquarters. building; defraud- 
ing of investors on the stockmarket; and 
a conspiracy by the Director-General of 
the Anti-Corruption Agency (ACA) to 
frame one of hisown officers. 

The whole matter might never hy 
come to light but for the fact tha T 
purchaser of a 23.6% minority stake in: 










Johor-based property 


































Bakland Sdo Bhd turned out to ber 
alty. For Bakland was a company con 
trolled by UmaoJohor. 

Documents lodged at the High Court 
of Johor Bahru tell some nf the story bul. 
the whole truth may never be know 
cause Umno Johor has reimby 
M$i million cost of the minority share- 
holder's shares. It has also promised to 
pay M$2.5 million compensation but 


In essence, what happened is this. A. 
Malaysian company called Chee Tat 
Holdings (M) Sdn Bhd, came io acquire 
a 76.5% majority interest ina company. 
called Dapat Sdn Bhd fromthe Unne 
controlled company, Bakland Sd 
The main asset of Dapat atthe tim 
a shopping complex in Johor Bahru, 
called Holiday Plaza, and-a-subsidiary | 








ned the ac 
uently, 


n OW 
Subse 


hotel-— was acquired by 
tember 1984, through t 
‘Tat of 43 million shares. 3. 
this acquisition, GIB’s main line of busi- 
ss was a granite quarry in Johor. 
-o The acquisition of these property as- 
sets enabled GIB to go for a public list- 
gin January 1985. But the minority 
shareholder of Bakland (who was acting 
through a company called Emasperak 
Holdings) has claimed in a. writ that 
hee Tat never paid the: M$39.9 million 
owed to Bakland in respect of the pur- 
chase of the controlling interest in 
apat. Therefore, the writ alleged that 
Dapat —- and by extension — Holiday 
Plaza was not Chee Tat’s to sell to GIB. 
Sources close to Emasperak. have 
told the Review that Kuala Lumpur 
Stock Exchange (KLSE) chairman Nik 
Mohamed Din was informed last year 
that the main asset listed in GIB’s pro- 


























Daud — acting on behalf of Johor 
Umno, the 30% owner of Bakland — ac- 
quiring Chee Tat’s 18.25 million shares 
in Bakland for M$43.79 million. This 
deal gave Umno Johor around 70% of 
Bakland, which owns potentially lucra- 
tive building land. 

According to the writ, Daud paid 
M$3.88 million of his debt to Chee Tat, 
leaving Daud owing Chee Tat M$39.92 
million — an amount identical to that 
owed by Chee Tat to Bakland. Both 
parties appear to have written off their 
debts to each other, leaving Chee Tat 
(and therefore GIB) with the Granite 
shares, and Bakland 70%. owned by 
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Johore. Encik Zakaria. is 
presently serving in Perak. 
The five named as defen > 
nk... dants are former: ACA IH- 
S rectotGenerat Datuk Abd- 































unwanted limelight for Musa. 


pectus did not belong to the company. 
The KLSE has since told the REVIEW 
that it was unable to act at that time be- 
cause the matter was still before the 
court but the spokesman added that as 
ras it was aware, the dispute had been 
settled amicably and GIB was now the 
owner of the Dapat assets. 


ven if the money had been paid last 
year, this would constitute an ad- 
ission by the KLSE that for more than 
‘a year after its listing, GIB was-not the 
legal owner: of 86%: of the fixed assets 
“in its prospectus by auditors 
rice Waterhouse and approved by the. 
tal Issues; Committee. But the 
REVIEW has-been informed that Bak- 
dand has still not been paid the M$39.9 
‘million allegedly outstanding from 
Chee Tat's purchase of Dapat. 
.. Furthermore, the minority share- 
holder of Bakland claims that the cir- 
cumstances in which Bakland agreed to 
ell the Dapat shares to Chee Tat were 


MUSA RECEIVED | 
SIMI FOR 


became Deputy (Public En- 
terprises) Minister, did not 
pay anything for the $18 
onillion shares.” 

He claimed he was forced 








Datuk Musa... fon 
Deputy Prime Minista 


culture land from a come 
pany called Chee Tat but 
did not py any money for 
the purchase initially. 


He admitted thaphis com- tain 


Daud/Umno but leaving Bakland itself 
without the proceeds of its sale of Dapat 
to Chee Tat. This deal, claims Bakland 
minority shareholder Emasperak, was 
illegal, because Daud benefited person- 
ally from the sale of assets belonging to 
the company of which he was a director. 

Daud, it was alleged, had not been 
acting in a purely personal capacity, 
however. Daud is one of the two Umno 
trustees in Johor, together with Minis- 
ter in the Prime Minister's Department 
and head of Umno liaison committee in 
Johor, Dato Abdul Ajib bin Haji 
Ahmad. Bakland is now an Umno.com- 


l pany and it was Ajib who approved the 


share swop between Bakland and Chee 
Tat. Umno acquired its first stake in 
Bakland in 1979, when the company 
was formed by the Ng family of Singa- 
pore to develop 1,400 acres of plant- 
ation land in Johor acquired from Chee 
Tat for M$15.4 million. 

Permission to convert the land for 
building use was granted by then Chief 









Anti-Corruption Agency, 
He added that when 
Hutiday: Lan and Plaza 
jects faced problems o 
ing the Certificate 
Aen 





was originally given over for nothing but 
later Umno paid M$465,000 for M$7 
million worth of shares. Giving. evi- 
dence in court last year, a former direc- 
tor of Bakland and Dapat, -Clement 
D’Cruz said that he gave the money to 
Umno through Musa Hitam, in a cheque 
marked. “Umno Building Society.” 
Musa has. subsequently. explained that 
he accepted the money because he had 
been told that the M$1.million was due 


| to Umno as its share of Bakland profits. 


Bans paid-up and-issued share 
capital soon afterwards rose from 
M$1.55 million, to M$24.8 million as a 
result of a bonus issue capitalised out of 
the surplus from the revaluation. Less 
than six months later, in March 1981, 
Bakland used some of these shares to 
purchase Dapat. 

The construction of Dapat’s Holida’ 
Inn and Holiday Plaza projects were no. 


` without. controversy. even. then. "The 


granting of approvals. by Saat to con- 
struct the buildings on their present site 
raised objections as it entailed the de- 
struction of a water catchment area in a 
designated green-belt area. Piling work 
cracked neighbouring houses and it was 
discovered that construction. approval 


| had been given despite objections from 
: the drainage department and the town 
planning department of the Johor 


ahru. municipality. Even when com- 


| pee the authorities balked at giving 


apat, certificates of fitness for occu- 


| pancy until, as D’Cruz has subsequently 


testified, Saat’s successor as chief minis-. 
ter, Ajib was approached for his help. 

It was these sort of activities that 
attracted the attention of Malaysia’s 
ACA. One of its officers. assigned. to 
the case, Zakaria Esa, has been await- 
ing judgment since the middle of last 
year on a civil guit he filed original: 
ly in, 1983 in connection ‘with. his 
investigation of these companies. 
The case was finally heard in August 
last year and-D'Cruz appeared as a 
witness. Judgment was deferred, how- 
ever, and a decision has yet to be hand- 
ed down. 

Zakaria’s suit alleges that the then 
director-general of the ACA, Datuk 
Aziz Ahmad, conspired with his then 
deputy (now director-general), Abu 
Bakar Mohamed Noor and three other 
ACA personnel to frame and discredit 
Zakaria when he refused Aziz’s orders 
to desist from investigating senior 
Umno personnel. Zakaria claims that 
the defendants attempted.to frame him 
with having» accepted. a bribe of 
M$30,000 from Dapat as.an incentive to 
stop probing too deeply into the affairs 
of the company — and when that failed, 
they’ falsely. accused him. of having 
cheated.in. claims. for travelling ex- 
penses. The defendants have denied the 
charges, ca i 4 

































































Just pick up the nearest telephone to contact your 
local Nedlloyd a agent for all your transport needs. 
Nedlloyd Lines has 130 years of international 
shipping experience: its 42 purpose-built vessels 
operate 31 liner shipping services covering the world’s 
major trade routes. Scheduled (and on schedule) services 
to 150 ports of seven continents. 

Nediloyd’s 5500 transport specialists worldwide 
provide the back-up which guarantees convenient and 
economical door to door transport of all kinds of consign- 
ments practically everywhere. 
= So ring your Nedlloyd agent to discuss the possi- 

ilities. 

Nedlloyd Lines, the reliable Dutch solution to all your 
international transport requirements. 


Nedlloyd 


Nedlloyd Lines 


P.O. Box 240, 3000 DH Rotterdam, 
Tel.: (10) 4177933, Fax (10) 4147394 
Telex 24690 NEDL NL 




















Westin Hotels in Asia: 

Hong Kong, The Shangri-La - Manila, The Westin Philippine Plaza + 
Pusan, The Westin Chasun Beach - Seoul, The Westin Chosun + 
Singapore, The Westin Stamford + Singapore, The Westin Plaza + 

Tokyo, The Akasaka Prince - Tokyo, The Tokyo Prince « 

For reservations, call the Westin Hotel in your city or your travel consultar 











Here I go again. On the road. In the 
air. Off to another round of presentations, 
negotiations, celebrations. 

And through it all, there’s Westin. 
Hotels that know where I’m coming 
from. People who understand my 
priorities. 

Like the Shangri-La in Hong Kong. 
With its spacious rooms, gracious service 
and impeccable style. 

Asia is where I’m travelling, Westin is 
where I’m staying. 








THE PEOPLE AND PI EE WESTIN Wi STIN 
Caring-Camfeitatle-liviliyed. WESTIIN 








“| and Graham. Greene involve the fall | 
































© SATIRE, like tragedy, appears to re- 
“quire a framework of values which the 
audience can be assumed to- possess — 
| or which they can assume temporarily 
for themselves. For the few hours we 
| watch a Shakespearian tragedy or a | 
> samurai drama, we enter a world in. 
|- which crowned heads embody social 
|. stability or vicariously adopt a code of 

- honour which demands the purging of 
shame. If not, the dramatist has to at- 
pt to create his own values, as when 
ur Miller insisted that the death of | 
an ordinary salesman had to matter. It is 
| probably no accident that today’s tragi- 
-| comedies in the pages of Evelyn Waugh 






































| from grace of dying Catholic ethics. 
Satire flourishes in the communist 
states, where the State provides the 
_} framework. In the West, real life ap- | 
< sears to have overtaken art. It is hard to 
_atirise Ronald Reagan since he already 
rovides the best possible parody of 
| himself. Current Washington jokes re-. 
| fect the reductio ad absurdum of life in | 
the Oval Office. Question: What is the | 
latest oxymoron in the US capital? Ans- 
r: Reagan Administration. Question: | 
at is the difference between the Na- 
tional Security Council and a day-care 
“centre? Answer: The latter is looked 
after by an adult. Question: How many 
sleepless nights has Reagan spent over 
| the Irangate scandal? Answer: He has 
. Paak 
@ WHENEVER I visit the. US, I la- 
ment the disappearance of the greatest 
-of all post-war satirists, Tom Lehrer, 
and'his retreátback to the ivy-covered 
“walls of Academe. He is unsung and the 
ntion of his name to anyone younger 
an 40 brings a blank look. I suppose" 
Lehrer is right to withdraw; much of his 
‘black, mordant wit depended on the | 
| 
R 




















shock effect it produced back in.the 
1960s, when the appearance of the Bea- 
es was wildly unconventional. Since 
n a whole string of punk thugs, drug- 
d: exhibitionists and hermaphro- 
tes has deprived the artist of all power 
shock,.and Lehrer has said it all any- 
Yes gy 
He anticipated the drug culture: (He 
the kids free samples, because he 
ows full well That today’s young in- 
nocent faces Will be tomorrow’s clien- 
ele); Lebanon and Granada (Stop call- 
ggression, We hate that expres- 
n, We only want the world to know 
‘That we support the status quo. They | 
love us everywhere we go, So when in | 
doubt, send, the Marines.); pollution 
(You can use the latest toothpaste, and 
then rinse your mouth with industrial 
waste); possible Pakistani nuclear bomb | 
proliferation (Egypt’s gonna get one 
too, Just to use on you-know-who. So - 
Israel’s getting tense, Wants one in self- 
defence. ‘The Lord’s our shepherd’ says 
the Psalm, But just in case we'd better 





























-up-with few solutions. 
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the World, We are its children“ (So join 


in the Folk Song Army, Guitars are the | 
weapons we bring To the fight against | 


poverty, war and: injustice, Ready! 
Aim! Sing!) the nuclear Armageddon 
(We will all go together when we go. All 
suffused with an incandescent glow. No- 


‘one will have the endurance to collect 


on his insurance; Lloyds of London will 
be loaded when they go) and even 
AIDS (Max got it from Edith, Who gets 


it every spring. She got it from her | 


Daddy Who just gives her everything. 
She then gave it to Daniel, Whose 
spaniel has it now. Our dentist even got 
it, And we're still wondering how). 


‘o WHAT, after that, could Lehrer top 


it with? Jimmy Carter on his peanut 
farm? Reagan reading his auto-prompt 


|.on TV? Arms for the Contras? Mis- 
sions to Tran? Aides in the White | 


House, I suppose., Life today not only 
imitates the art of satire, but outdoes it. 
Perhaps Lehrer could be induced to 
come out to Asia: there is plenty of 
material for him in this part of the 
world. | ee 

è PERHAPS Lehrer’should go to Viet- 
nam, where humour is undermining of- 
ficial pretensions. One. story. has. so 
angered the authorities that the security 
police are harassing those who tell it. It 
appears that last autumn, shortly before 
the Vietnamese Communist Party con- 
gress, three top party leaders -~ Truong 
Chinh, Le Duc Tho and Pham Van 
Dong ~~ flew to Ho Chi Minh City to at- 
tend a meeting to discuss Vietnam's 
economic. woes. Participants at the 


| meeting complained bitterly about Viet- 


nams moribund economy, but came 


The three ageing leaders were de- 
pressed on their return flight to Hanoi. 
Suddenly one of them reached in his 
pocket and pulled out a 50 dong note 
and said, “If I threw. this out-of the win- 
dow, I could make at least one person 
happy.” Another one found 10. five 
dong notes in his pocket. “If 1 dropped 
these out of the window, I could make 


10 people happy.” The third one had 50 | 


one-dong notes. “If I threw these out.” 
he said, “I could make 50 people 
happy.” oo y ie 

_ Finally, the pilot, who had been lis- 
tening to their exchange. commented: 


“IfI threw the three of you out of the | 


window,” he said, “I could make 60 mil- 
lion people happy.” 

© ANOTHER Hanoi story concerns a 
White House meeting at which Reagan 
expressed anger with Vietnam and 
asked his aides for a plan to get rid of its 
leaders. One after another proposed 


using this or that newly discovered | 


at's a good idea,” Reagan 
each, “but it would only 
r two leaders.” 

m finally came-up with the 
which the American presi- 


weapon. “Th 

responded to 

get rid of o 
One o 






Send someone to | 


| Korea to buy up all that count 
ginseng. Within no time Viet 
| ers would all die of natural causes.” 
| @ LEHRER (who once advise 
| scouts: Don’t solicit for your 
that’s not nice, Unless you geta 
percentage on her price) might 
something of a Malaysian establishr 
photographed by Steven Fong 
Kuching: 















in 


As for another commercial cs 
ment, photographed by Barri 
ham in Macau, one can only | 
what human activities le within: 




























It’s distinct. 
It’s American. 
It’s classy. 


ars 3 


-— the feathers, by the wav. bek 
a soaring American cagle. 
with stars and stripes. 
e MEANWHILE, the Chines 
comfort themselves with th 
which even Lehrer cou 
better, and which app 
umns of the China 
“Chine has flends 








_ geta bomb); Bob Geldorf and “W. 
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By James Clad in Manila 


AS elections for the new congress 
< WP draw nearer, Philippine political 
-life continues to return to “normal” — a 
condition defined here by similarities to 
the type of free-for-all electioneering 
that prevailed before the martial-law era 
of former president Ferdinand Marcos. 
‘These resemblances grow more appa- 
rent each day, belying claims that Presi- 
dent Corazon. Aquino’s 13-month-old 
“government has built a new constitu- 
| tonal order from the ground up. 

© But several crucial differences from 
“the old days” have begun to dominate 
-the run-up to the 11 May poll for 24 sen- 
ators picked on a nation-wide prefer- 
ence ranking, and for 200 representa- 
tives for a 250 member house of repre- 
sentatives. Aquino will appoint the 
other 50 members from lists submitted 
by political parties and “sectoral 
groups” such as women, tribal 
minorities and labour unions. 

© One of these differences is an in- 
creasingly bitter scramble for Aquino’s 
official favour among candidates for the 





24 March and, given weak political 
party discipline, some observers fear 











ur Misuari: gloomy. 





Taking poll positions 


Politicians scramble for Aquino’s favour in new elections 








an unruly legislature will also result. 

This would darken the chances for 
economic and social reforms from the 
new congress after it convenes in mid- 


July; it would also, some say, compound | 
the problem of national leadership if the | 


presidency continues to be managed as 
it has been during the last 13 months. 

These two issues — the power of the 
presidency and the opportunism of can- 
didates — have come to a head in fierce 
lobbying among those seeking lower- 
house seats for Aquino’s blessing. Local 
and regional power-brokers have taken 
a two-pronged approach. 

Key politicians in the Bicol (south- 
ern Luzon), central Luzon and Min- 
danao areas in particular have given 
Aquino’s pee liaison committees 
lists of preferred candidates on a take-it- 
or-leave-it basis, using as their second 
tactic the threat, often quite real, to bolt 
from the government’s Lakas ng Bansa 
(Struggle of the Nation) grouping which 
functions as an umbrella coalition. 
Politicians close to the president’s fami- 
ly have a large say in which candidates 
will receive her blessing. 

Although her electoral appeal re- 
mains enormous — as revealed in the 8 
February constitutional plebiscite — 








national strength can be readily trans- 
lated into local support. 

Even her broad appeal varies from 
region to region: it is weak in areas with 
long-standing traditions of support for 
figures of Marcos’ regime — such as 
Mindanao’s Lanao area or the Ilocos re- 
gion of northern Luzon — and becomes 
strongest where favourite sons suffered 
during that era. 

However, because patronage tradi- 
tions remain so strong in local politics, 
those planning Aquino’s moves also 
must calculate the chances that disap- 
pointed candidates will choose to run 
anyway as independents or offer sup- 
port to the candidates officially running 
under various opposition banners — 
especially the politicians grouped under 
the Grand Alliance for Democracy 
(GAD) or those still aligning them- 
selves to the Kilusang Bagong Lipuna 
(KBL) party of Marcos. There is also a 
possibility in many districts that those 
not receiving Aquino’s blessing will 
sabotage support for her senatorial 
nominees in their respective localities. 
l: a country lacking disciplined par- 

ties, this leads to results that look 
strange — at least on the surface. For 
example, some advisers have argued 
that the government’s chances for a 
strong majority in the senate would be 
improved if Aquino withheld her sup- 
port for all lower-house candidates. 
Former government reorganisation 
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REVIEW that. “discipline in supporting 

{ Aquino’s} senatorial slate will be better 

if the.administration allows a free-for- 

all in the [lower-house] race.” 

In the jockeying for positions in the 
new congress, some realignments have 
occurred, Former senator Rene Espina, 
closely allied to the anti-Marcos cam- 
paign last year, has now joined GAD’s 

Opposition senate slate. The financially 
well-endowed but politically discredited 
KBL machine has offered funds to os- 
tensibly pro-administration candidates, 
advising that political debts due will 

“only be called in after the election. 

Jo And despite the strong advantages of 
the national-level, Aquino-endorsed se- 
nate slate, the .KBL nourishes hopes 
that money and. local opportunism will 
improve the chances that some of its 
own senate candidates will win several 
seats. 

_ Another factor differing from the 
tarlier years of congressional politics is 

“the military one. Although no embar- 
rassingly obvious challenges to 
Aquino’s authority have occurred since 
the 26-29 January mutiny, the extent 
of military disenchantment remains 
strong. 

. On 18 March a bomb placed in a 
grandstand prepared for a presidential 
review of the march-past by graduating 
officers in the Baguio-based Philippine 
Military Academy exploded, killing 
four senior officers. These lingering 
problems, arising mostly from career 
adjustments following last year’s revolt 
against Marcos, have direct implications 











or many local political contests: loca 
military commanders can create polling 
problems or assist election day patron- 
age. : 
Further down in political considera- 
tions are the likely constellation of 
forces after the election. More specifi- 
cally, who will control the senate? 
Aquino is known to have suggested to 
former justice minister Neptali Gon- 
zales that, assuming he wins a senate 
seat, he should become president of the 
upper house. Former agriculture minis- 
ter Ramon Mitra has opted for a con- 
gressional seat, on the understanding he 
becomes majority floor leader. 


ormer defence minister Juan Ponce 

Enrile’s decision to lead the GAD 
senate slate comes as a surprise to con- 
fidants -~ who expected him to choose 
a house seat from his local Cagayan Val- 
ley area and then become minority floor 
leader in the house of representatives. 
But Enrile, who lost a senate election in 





| by many cabinet members to pack their 


1971, came under some heavy pressure | 


from opposition politicians who feel the 
Marcos-era minister will pull in several 
on the slate with him. Most observers 
put the number of winning Aquino-en- 
dorsed senatorial candidates at 18-19. 

Another aspect of the Aquino presi- 
dency has come under focus in the re- 
maining weeks before the 11 May elec- 
tions. The efficiency of her own Office 
of the President has come under ever 
sharper scrutiny in the past year, with 
most attention concentrated on execu- 
tive secretary Joker Arroyo. 

The infighting — often described in 
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| appointees. 










the local pressa 
technocratic efficiency 
“nationalists” favouring Arroyo 
came more intense after January 
the “technocrats” (Finance Se 
Jaime Ongpin, Economic Planning Sex 
retary Solita Monsod and Trade ai 
Industry Secretary Jose Concepcion) 
among others) drawing a bead on Ar 
royo's handling of submissions for 
Aquino’s approval. 

On 11 March Arroyo explained the 
background to these disagreements to 
the REVIEW, concentrating on Ongpin’s 
willingness to incur further foreign debt. 
to finance such politically central 
grammes as the government's recently 
announced (REVIEW, 5 Mar.) land fee 
form plans. Despite complaints that 
cabinet papers have backed up on Ars 
royo’s desk, Arroyo's strategy has 
centred on a need to protect the presi 
dent from direct criticism as a “shock 
absorber” and a need to frustrate pla 






respective departments with political 


Arroyo has fought hard agai 
moves to elbow him out of Aquino's’ 
office, but signs point to his departure 
before the election. He is believed 
to have tendered his written g 
tion on 28 February, with Aquino 
cepting it in private. This leaves th 
way open for her to announce his depar- 
ture nearer the elections, thus helping. 
to highlight a distinction between the. 
“politicians” in the new congress an 
the proven technocratic “perform 
remaining in her cabinet. 












By Nigel Holloway in Singapore 
he public discussion. of race is a 
# double-edged sword. Remarks that 
re frank. and honest to one person 
ay be divisive and communalist to 
another. In a place like Singapore, 
sparks from the sword can ignite a 
nderbox. 
_ Doubtless.aware of the risks, the rul- 
ing People’s Action Party (PAP) has 
begun to consider openly the issue of 
race and, in particular, the role of 
Malays, who make up 15% of the is- 
land’s population. The racial question 
orms part of the PAP’s so-called na- 
ional agenda, designed to guide Singa- 
pore into the next century. 
Over the past year or so, the press 
_ here has printed an increasing amount 
_ of facts and opinion on Malays, touch- 
ing on such matters as kidney dona- 
tions, education and the government's 
population policy. Now a particularly 
sitive issue has been broached — the 
rt Malays should play in the Singa- 
pore Armed Forces (SAF). 
It was none other than Lee Hsien 

























dged sword 


The government speaks out on defence and the role of Malays 





JAPAN'S LEADING COMMERCIAL BANK’ 


Loong, Prime Minister Lee Kuan 
Yew’s eldest son, who brought it into 
the open. As well as being the minister 
for trade and industry, the younger Lee 
is second minister for defence in charge 
of ensuring the military’s operational 
readiness. Before going into politics in 
August 1984, Lee rose to the rank of 
brigadier-general and was director. of 
the joint operations planning directo- 
rate. 

While touring a constituency at the 
end of February, Lee commented on 
the military role of Malays, sparking off 
what became, by his own admission, an 
“intense discussion” in Singapore and 
drawing fire from Malaysian politicians. 
Asked why Malays play a limited part in 
Singapore’s defence, he said: “If the 
SAF is called upon to defend the home- 
land, we don’t want to put any of our 
soldiers in a difficult position, where his 
emotions for the nation may come into 
conflict with his emotions for his reli- 
gion,” i 

He said the government did not want 
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SAF troops: danger of disharmony. ad 


to put anybody in the position where he 
felt he was not fighting a just cause anc 
that his side was not the right side. “It iv 
something we cannot dodge,” he main- 
tained, “but which, gradually, as a na- 
tional identity develops, will grow to be 
less of a problem.” 

Lee repeated this statement word for 
word in parliament on 17 March, adding 
that he was not saying anything which 
the government had not discussed pri- 
vately with Malay leaders for several 
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depth, authoritative analysis of the political, econo- 
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full-time correspondents and journalists located in 
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the point, he 
rom the then minister of de- 
Goh Keng Swee, who stated in 
ent in 1977 the government's 
¢ policy on national-service re- 

itment. 
ooe, Since then, Lee said, “we have made 
|. considerable progress.” He pointed out 
“that, as from March 1985, every eligible 
male — including Malays — was called 
service, either in the SAF, police, 
loc efence or fire brigade. In the 
oe forces; the proportion of Malays 
- among enlistees had doubled. since 
77, though he did not give the current 

re; 


i 
p Omotion of national servicemen 
was: based.entirely on merit, and 
which arm of the forces an individual 
joined “depends. on.where he can con- 
tribute most effectively to the total de- 
| -fence of Singapore,” Lee said. Several 
| Malays were now serving in the Com- 
ando Battalion, he added. 
The solution is not to do nothing; it 
is to proceed with caution. A mistake 
now might lead to racial and religious 
disharmony within the SAF,” he said. 
“Greater participation in the SAF will 
follow closer {social] integration, rather 
than vice versa.” 
-tesponse to the minister’s re- 


| marks ¿Malays in Singapore has. 


been cautious. Sidek bin Saniff, one of 


‘By Shim Jae Hoon in Jakarta 
karta-based and visiting foreign 
journalists face an array of restric- 
tions in covering the run-up to. the 
House. of Representatives election 
here, scheduled for 23 April. For exam- 
eed for special passes and tet- 
[recommendation from the Infor- 
Ministry to cover campaign ral- 
voting sometimes makes access 
didates difficult — "a situation 
in sharp contrast to that in other 

ean countries. © i 

tmalists complain. that these and 

other restrictions: are. not in keeping 

|} with the government’s desire to encour- 

“age foreign investment, or its proclaim- 

ed commitment to representative gov- 
ernment. . 

On 17 March, Sukarno, an Informa- 
tion. Ministry official charged with 
promoting journalism, briefed foreign 
journalists and Indonesians :working 
for the international media om- what 
he described. as guidelines: for- elec- 
tion coverage. The guidelines bar 
foreign journalists from venturing out 
into the countryside without. govern- 
ment authorisation. This hinders free 


“aware of the re 


about 94 million of 


-procedures for acquir- 








ne Malay PA said he was 
; ‘asons why important 
SAF positions were not given to Malay 


servicemen and was confident the issue 


could be resolved: Another MP, Wan 
Hussin Zoohri, said Malay Singapo- 
reans could not understand why, after 


all these years, their “national orienta- | 


tion” was still being questioned. He 
added that Lee’s original statement had 
upset, if not angered, the: Malay com- 


munity but had also alerted people tola- | 


tent racial problems, 

An contrast, Malaysian: politicians 
have: bridled at Lee’s statement. The 
most senior of these is- Malaysian 
Foreign Minister. Rais. Yatim, who 
criticised it two days ina row. He first 
said it was insensitive and might affect 
relations within. Asean. He then de- 
scribed it as a “serious threat” to the 
Malays... ne 

The. Malaysian newspaper Watan 
quoted. a senior official of the Malay 
youth movement, Abim, as saying that 
Singapore could trigger.a war in South- 
east Asia at any time because of Lee's 
doubts about the loyalty: of Malays in 
the republic’s armed forces. 

Many commentators mentioned the 
furore raised last November by the Is- 
raeli president's official visit to Singa- 
pore, which prompted demonstrations 
on both sides of the Causeway. The rul- 
ing United Malays National Organisa- 


pore. 
Not all the signals have been 
tagonistic, however. Malaysian Edu 
tion Minister Anwar [brahim toh 
Singapore reporter at the Palestine co 
ference that, as far as he was concer 
the controversy surrounding the 
president's visit was over. Singap 
national football team has alse 
lowed to participate in the Mi 
Cup competition, when it looked as 
would be banned. 
Lee seems to have taken the.cue 
his frankness from his father, who ¢ 
at length on Malay loyalty. duri 
speech at National University of Si 
pore in December. James Fu, th 
minister's press secretary, ‘ 
time to time, Lee [semor 
spiky, sensitive issues outi 
They. were calculated steps intend: 
make people face up to them and 
sensitise them.” 
However, Lee Hsien Loong’s pol 
tical rivals might regard his re 
made just. before the Umno elec 
as his first big mistake since enterin: 
the public arena more than two-an 
half years ago. Given Malaysia's prt 
ximity, though, the time may never’ | 
T to. discuss the issue of race open 








try, in addition to an identifica 
badge, and must report to the F 
Ministry dire 
formation Mi _ Separate le 
recommendation are required” 
vincial Information. Ministry office 
provincial general-election committ 
and, finally, provincial governments’ di 
rectorates of soctal and 





access to the vast ar- 
chipelago, where 165 
million people ‘live — 


whom will be casting 
ballots for .400. seats 
in. the .500-member 
House.. er 

The ministry’s. five- 
ages of guidelines for: 
foreign journalists. de- 
scribes. - complicated 


ing permits and letters 
of recommendation 
necessary for access to 
virtually all. levels. of 





|| information Ministry: 
[complex procedures. 


political affairs. 
These steps are 
required for jour 
planning to vi 
genties or mid 
cities throughout 
country. Once mot 
city or town of t 
choice, the foreign 
| journalist mast rè 
loto the Informatic 
Ministry's local office 
Approval is val 
only for a single 
for the times 
wenovronovce | ON the permit. Journa 
| ists seeking to vis 





government admini- 
stration, ‘starting with the central gov- 
ernment in Jakarta and working down 
through: the provinces, regencies, cities 
and towns. 

The guidelines require resident cor- 
respondents covering campaign rallies 
and polling to register with the ministry 
for special identification badges. Visit- 
ing foreign. journalists must: dbtain a 
press card from the Information: Minis- 


the same place a second 
time must apply again. 
Sukarno assured journalists th 
proval of such applications would 
i just one day, but given the time spe 
| filling out forms and w less tha 
sive bureaucracy, few j 
| likelyto get to allthe plac 
visit at the times when im 
| are scheduled to take place. be 
i Sukarno insisted that the proce 
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foreign press, “not to h 

Diplomats here sugg 
procedural hurdles reflect the govern- 
tent’s concern that its ‘rather unor- 
thodex ‘electoral system) might get 
ridiculed in the foreign press. For exam- 

“certain electoral taws.and other in- 

utional: mechanisms ensuré’a mini- 
mum degree of dissent. amorig: candi- 
dates ‘and the electorate during the 25- 
ay campaign’ period, starting on 24 
March.” oe : 
‘Only candidates trom three au- 
thorised political groups may. rün but 
even so, they must refrain from criticis- 
ng the president and his. policies, and 
avoid issues. dealing. with religious, 
hnic or regional. matters or foreign 
countries and their leaders. In the words 
| Attorney-General Hari Suharto, who 
s also chairman of the Central Polling 
Supervision: Commission, “all contes- 

ints. must speak through the language 

which resonates with the spirit of deve- 
pment, cooperation and unity.” 





ials say they fear an outburst of 
‘violence in Jakarta'where anti-gov- 
nent sentiments have run strong, 
ause of last year’s rupiah devalua- 
and'a continuing crackdown on dis- 
t Muslims, But opposition critics 
ntain that the government is taking 
vantage of such fears to curb the size 
outdoor stumping rallies, with the 
um size of voter attendence li- 
ed to about 50,000 ata time in the 
alcity. A total of eight outdoor 
ping rallies are planned during the 
- period of campaign. According 
Information Minister Harmoko, 
Okesmen from each of the three poli- 
al parties will get four chances to 
on state-owned TV and radio sta- 
ith each speech — submitted for 
hip. at least 10:days in advance 
getting 15 minutes. 
Indonesia's electoral _ history, 
irked by. chaos and bloodshed: — 
ecially under the late president 
uukarno — may explain. the: govern= 
lent’s caution, About 60 people died in 
lection-related accidents and violence 
n 1982 but this time military leaders, in- 
luding armed forces commander Gen. 
Benny Murdani and army chief of staff 
xen. Try Sutrisno, have pointed out 
how tranquil the country remains on the 
ve of the polling. 

The foreign media guidelines asser- 
ion that “foreign journalists.are not al- 
pwed to disturb security and order at 
olling stations” nor “influence the vot- 
rs” could cause trouble for journalists 
oO become too inquisitive or over-en- 
Siastic, The guidelines threaten ac- 
no against journalists who ignore 
hem: “Those who do not abide by 
y guidelines . . . cannot-count upon 
eceiving the desired treatment: to 
acilitate the smooth discharge of their 
esponsibilitices in the regions they 
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By Chris Mosey in Stockholm 


To is growing evidence that Singa- 
pore has been used as a major sluice 
by Bofors, Sweden’s leading weapons 
manufacturer, to supply arms to: coun- 
tries in Southeast Asia and elsewhere 
that would otherwise be banned under 
Swedish law from receiving them. 

The link has come to light in an es- 


calating scandal concerning Bofors | 


armaments sales to Iran. In addition to 
Iran, countries which are now thought 
to have taken delivery of Swedish 
weapons via Singapore include Thái- 
land, South Korea and Taiwan, Evi- 
dence to this effect has been collected 
by the Swedish Peace and Arbitration 
Council, a body working for Swedish 
unilateral disarmament. 

- The council said that over the past 10 
years, 28 Bofors navy guns have been 
sold to Taiwan, 10 to South Korea and 
five to Thailand. The Philippines also 
arranged to buy three Bofors guns from 
South Korea but later cancelled the 
order, the council said. 

All the guns had been licensed for 
export to Singapore by Sweden's war 


The Singapore sting _ 


Sweden’s Bofors is under fire for shipping arms via the republic 


materials inspectorate, which vets all 
foreign.arms salés under a law forbid- 
ding purchases by countries in “areas of 
conflict.” Of 48 guns exported to Singa- 
pore, only five were actually sold to 
Singapore, said“ Henrik Westander, a 
peace-council researcher, 

Westander’s revelations, based on 
information available in such publica- 
tions as Jane's Fighting Ships and'Com- 
bat Fleets of the World, will bring re- 
newed pressure for'the resignation of 
Agriculture Minister Mats Hellstrom; 
who was foreign trade minister from 
1982-86, when the Singapore deals were 
signed. i 

Hellstrom had earlier told Sweden's 
constitutional standing“ committee, a 
body ‘set-up to investigate . possible 
power abuse, that the government had 
carefully checked that all sales to'Singa- 
pore matched ‘requirements by- that 
country’s navy. Beha Pe 

There have also been-allegations that 
Finance Minister. Kjell-Olof Feldt, 56, 
authorised illegal sales of Bofors guns to 
Iran during the shah’s reign between 








Censor and 
be damned 


The government bans films with 


| questionable legal authority 


By Emily Lau in Hongkong 

T* Hongkong. Government has ad- 
€ mitted that the status of its Film 
Censorship Regulations, which have 
been in operation since 1953, could be 
in- doubt. The admission followed the 17 
March publication of an article in the 
Asian Wall Street Journal which said 
the government has been censoring films 
for 34 years without legal authority. 

Frank Ching, the Hongkong-based 
freelance writer who wrote the article 
and who previously worked for the 
Journal here and in ‘Peking, said the 
government wants to acquire legitimate 
power to continue such censorship, 
mainly to curb films that might offend 
China. 

A government document cited by 
Ching said political adviser Dick Clift 
had insisted that the government must 
retain the power to censor films, espe- 
cially those which could upset China. 
But Clift said it would be undesirable to 
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So: regulations unchallenged. 





stir up a public debate on political cen- 
sorship. and warned that the govern- 
ment must not be seen as setting up a 
political-censorship: system for -the 
benefit of China. He said that if a public < 
row broke out on the subject, there 
would be a strong lobby against censor- 
ship in the British Parliament. ~ 
‘Quoting from.a memorandum. pre- — 
pared for the Executive Council (Exco, 
Hongkong’s highest -policymaking 
body) ow3 March, Ching revealed that 
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the government has, over the past 13 




















charges. 
naval guns, the 
peace coun alleges that 22 Bofors 
> anti-aircraft: guns have been sold to 
` Thailand. Ingvar Bratt, a former Bofors 
engineer whose revelations to the coun- 
cil of details of Swedish arms smuggling 
to Iran triggered the present scandal, 
_ said the company had sent him to Thai- 
- land in 1983 to de trate the anti-air- 
` eraft guns. 
“There was no wa 
. law] we could ge’ 
¿a gun for dem 
we got round 
Singapore f 
» {to Bangkok b 
| Bratt said.” 
















, [under Swedish 
sion to bring in 
tion purposes, but 
‘by sending the gun to 
it was flown from there 
Thai air force plane,” 





a military base 
ked to give advice on 
) eral Bofors guns 
lready installed. He said these were re- 
-y conditioned guns formerly used by, the 
Swedish army and shipped to Thailand 

via a Singaporean company called Al- 
| lied Ordinance Company of Singapore 
LAOS) which, is 40% owned by Bofors 
/ Holdings, n Sheng-Li aia 





















) fims after consulta- 
adviser o! 
ht be pre 


red the governor, in [oo 


ith Exco, to make regula- 

tions. to. provide for the censoring. of 
films “on such principles as may. be pre- 
scribed in the regulations,” no such 
principles were prescribed. The govern- 
ment’s legal advice was that the regula- 


they were likely to be declared invalid. 


ames So, secretary for administrative 
; ices and information, | ‘said. the 
ae government has taken a conscious deci- 
-sion not to amend the Film Censorship 
Regulations, based on the Places of Pub- 
dic, Entertainment: Ordinance, because 
the existing practice has been operating 
for many years and was generally under- 
stood by the trade. He argued that since 
the regulations have never been chal- 
lenged in court, nobody knew whether 
they were faulty or not. ; 
In order to avoid controvers and. a 
T public debate on the sensitive subject of 
political censorship, Ching wrote, Exco 
decided to abandon proposed legisla- 
tion for classifying and censoring films 
and, instead, introduce film classifica- 
tion administratively. 














_ Ching also revealed that the, adminis- 










tions were ultra vires and, if challenged, («= 








two è procurement co 
1981 were used exclusively by the Singa- 
pore armed forces. AOS is thought to 
have sold Bofors guns to other “forbid- 
den” countries in Asia and possibly else- 
where. 
«Chinese diplomats in Stockholm are 
“watching. the development of | the pre- 
sent scandal with great interest. If 
Bofors has sold weapons to Taiwan, Pe- 
king. may. impose trade restrictions on 
Sweden, a senior diplomat here said. 
Anders Carlberg, head of Nobel In- 
dustries, told Nobel's: annual meeting 
on 19 March that new illegal arms agree- 
ments:could come to light in the future. 
Nobel is Bofors’ parent company. Its 
total sales last year increased 6% from a 
year earlier to SKr 11.53 billion (US$1.8 
: billion), with profits of SKr 461 million. 
Carlberg has been questioned by 
police, but nothing from the interroga- 
tion has been made public on the 
grounds that it may be used in evidence 
if there is a prosecution of Bofors execu- 
tives and employees for complicity in il- 
legal'arms sales. 
The alleged . Bofors deal with the 
Khomeini regime in Tran has been 
‘followed by press allegations of a 
link between this and the assassina- 





‘| tion of prime minister Olof Palme, 


something not deemed particularly 
























thought to involve only 
smuggled out of Sweden by sea 
However, Lars Angstrom, pe 
cil chairman, says there is evidence. 
iran was also sold the RBS70 grom 












valuable in countering 
superiority in the Gulf War 
‘ruled out that these we 
Singapore. RBS70 

-were previously sold to Dubai and Be 
rain atter è pont licences to: Singaph 

















Carlsson fils pro ag 
quiry to trace every RBS70 
abroad. This could pos 
lems. The peace council claims? n 
in 10 of all RBS70 sales have Heeni 
legal. 
Sweden’s delicate balancing: act: a 
country dedicated to the cause of 
but with a rning KERA ne 

































ment critics argue that the Indi 
sive” weapons could be used o: 
against Pakistan and accuse Indone: 
of using Swedish < 
Nobel Industries g it i 
pany founded by Alfred Nobel, ache 
ist who invented dynamite — and 
established the Nobel Peace Prize. 
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i fasian WALL STREET JOURNAL. 


- ws Hong Kong pinta Political Censor 


|, Cony Corann: Retain Hoga Power to Bloch Film Phat Might Offen 


| some legislative means and an ad h 





ie 





The Journal’s 's 17 March edition. 








group was set up tolook into the matter 
The film-censorship scandal cam 


the heels of the Public Order { Amen : 







ernment was accused of trying to g 












@ press (REVIEW, 26 Mar.). The 


| ment has always maintained thatit yt 


=) Hongkong has ne democracy, i 


by the rule of law. 

Government critics said the lat 
-pisode highlighted a glaring contradi 
tion, On the one hand, the gov 
ment is determined to give itself i 
power to control the press, despite thy 
fact that many sectors of the connnanil 
view the powers as too sweeping, 















tration intended to withhold informa- 
tion from the public relations panel of 
the Office of (non-government) Mem- 
bers of the Executive and Legislative 
Councils (Omelco), which was sche- 
duled to meet on 18 March, by not tell- 
ing them that the film-censorship regu- 
lations have no legal force. 

Since publication of the Journal arti- | 
cle, the government has had no choice 
but to reveal the truth to the Omelco 

‘panel. Government officials denied 
there was sany attempt, to y hide the facts 























the other hand, government-appoint 
| censors have acted with immense po 
| ers to censor films, particularly poli 
| films, when they did not even have the 
| tegal authority to do se. 

| The fact that the government ha 
| been censoring films for politk 
| reasons is well known and has been a 
| cepted by the film industry, Censorsh 
| has never been challenged i incoat 
| Some films have even been sent fo the 
| official Xinhua newsagency, fe 
| branch, Peking’s chief represe: 
| here, for editing: (Review, I nee 















bership should be considered seriously.’ 


| policy 
heighten that region's affi an 
particular have helped forge a new sub- 

‘group in the self-styled “Melanesian 
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By Hamish McDonald in Sydney 


he South Pacific's two biggest coun- 
tries, Papua New Guinea (PNG) and 
ji, are seeking closer links with Asean to 
ip into what is seen as a region of eco- 
omic dynamism and growing political 
ht. However, the approach, some 
omats feel, could bring problems of 
entity on both sides. 
_ Ina meeting in Jakarta on 14 March 
ith Indonesian President Suharto, 
Foreign Minister Ted Diro made 
hat was reported as a request for his 
ntry’s membership in Asean. In fact, 
D proposed something far less: 
PNG’s accession to the little-known 
y of amity and cooperation that 
ds the association’s six members, but 
full membership as such. 
This request could be considered at 
e Asean foreign ministers’ mid-year 
eeting. If accepted, the move seems 
likely to bring much concrete change 
C PNG’s status from its longstanding 
sition as a permanent observer at 
reign ministers’ meetings. But public 
scussion as though actual membership 
yroposed has brought some surprising 
port for the idea. 
Former prime minister Michael So- 
re, who had never sought more than 
bserver status while in office, said 
sean membership could be beneficial 
PNG and should be considered seri- 
usly. This gave an element of bi-par- 
nship to the interest in Asean — 
e chief proponent has been Prime 
nister Paias Wingti — and some 
mise that it might continue after 
G's gencral election in June. So- 
ré’s Pangu party is likely to emerge 
ith the largest number of parliamen- 
ary seats and thus be able to lead a coal- 
n government. Do 
eanwhile, Fiji has approached 
i members about taking up perma- 
server status, a-sénior Asean 














PNG and Fiji aspire to closer Asean links 


diplomat said. It is also considering 
opening a small mission in Jakarta, its 
first in Southeast Asia. Like PNG, Fiji 
apparently aspires to a “bridging” role 
between Southeast Asia and the island 
states of the South Pacific Forum. 

Diro has talked of “tangible bene- 
fits” coming from formal ties with 
Asean in terms of capital and technical 
cooperation, and said ties would 
safeguard the country’s “long-term in- 
terests.” Some months before last De- 
cember’s cabinet reshuffle that gave 
Diro his present job, however, officials 
had already studied the idea of Asean 
membership and done their best to 


shelve it quietly — having concluded ; 


that the benefits were outweighed by 
the disadvantages. 

Most tangibly, membership of the 
Southeast Asian grouping could put at 
risk PNG’s position in the list of Afri- 
can, Carribean and Pacific nations given 
preferential access for their primary 
produce to the European Community, 
under the Lome Convention. More 
broadly, they found that deeper econo- 
mic involvement by Southeast Asia in 
PNG was not dependent on or en- 
hanced by Asean membership. 


OM in Port Moresby commented 
on a common misunderstanding 
that the economic progress of Asean 
member countries derived from the as- 
sociation, whereas the main success of 
Asean had been in political affairs and 
the dynamism of the region was not de- 
pendent on the organisation. In any 
case, PNG’s products such’ as timber 
were competitive rather than com- 
plementary to those of Southeast Asia. 
Joining Asean could also bring PNG 
a problem in reconciling the new orien- 
tation with its loyalties to the South 
Pacific. The twists and turns of French 








1 New Caledonia ha 


spearhead” whereby PNG consults 
closely with the Solomon Islands and 
Vanuatu. ea 
Even so, events of late last year have 
caused many in PNG to wonder about 
who their friends will be in future years. . 
The former colonial power, Australia, 
lost a great deal of regard last August by 
its unilateral amendment of a five-year 
aid agreement only weeks after it came 
into effect. The word of the country’s 
closest supporter seemed suspect. 

In December, the Wingti govern- 
ment proposed to Canberra'a new um- 
brella agreement that would incorpo- 
rate existing treaties and introduce.cer- 
tain new guarantees — among them an 
Australian commitment to take, a pro- 
portion of PNG’s export products, anda 
more formal defence guarantee by Aus- 
tralia than at present. 

While negotiations seem likely to re- 
sult in a treaty this year that will reaffirm 
bilateral linkages, the whole exercise 
has probably induced many in PNG to 
look beyond for a model of develop- 
ment — a process Australian Foreign 
Minister Bill Hayden had intended to 
hasten by a phased cutback in aid, 
though not as abruptly as Canberra’s 
budget-drafting ‘processes forced on 
him. 

At the same time, relations with In- 









| donesia have improved over the past 


year as the situation on the 800-km 
mutual border quietens down. Although 
only a fairly small portion of the 11,000 
or so Irian Jayans who took refuge in 
PNG after troubles early in 1984 have 
yet returned, large influxes have stop- 
ped and some permanent resettlement 
has begun. Wingti’s dogged pursuit of a 
treaty of friendship, signed last Oc- 
tober, has started to produce some re- 
ciprocal efforts by Jakarta to improve its 
imagein PNG, 0 00e S 
‘While bilateral relations could easily 
become narrowly focused once more 
with any new border flare-up, the most 
jarring emotional factor about the 
Asean countries has thus faded for the 
time being. So far, the most vocal pro- 
ponents of Melanesian identity, the 
most hostile to Indonesia, have not 
taken'up the Asean membership issue. 
Among the present. Asean members 
PNG would have to counter some resist- 
ance based on the notion that it would 
become ‘a burden. because of its econo- 
mic backwardness — the same objec- 
tion that blackballed ‘approaches by 
Burma and Sri Lanka in the past. Some 
diplomats wonder. how ‘Asean leaders 
would feel about including such a new 
and divergent culture in their group. 
But only Indonesia so. far seems to 
have seriously weig as 















population, J i 
having such a bridge to the | 
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By Nergis Dalal in Dharamsala 


hen Linterviewed the Dalai Lama‘ 


in his suite in the Ashok Hotel in 
New Delhi, I asked him what was the 
worst thing that could happen to the 
Tibetan refugees —- worse even than 
never returning to their homeland. He 









“The worst would be to lose our Tibetan 
identity, to be wiped off the map of the 
world. That would be the worst thing, 
and there is danger of it happening.’ 
“It is now 28 years since the Chinese 
inexed Tibet and a 100,000 refugees 
streamed into India, and roughly 10,000 
left for Australia, Canada, the US, 
West Germany, Switzerland and France. 
‘Imost all the refugees . in 
it took on the citizenship’ of their 
puntries, often marrying foreign- 
and adopting the social and’cultural 













ildren speak no Tibetan. 
In Tibet. itself, anything Tibetan, 
hether language, dress, culture, reli- 
on orart, is considered a sign of back- 
ardness. Tibetan now contains so 
ny Chinese words that Tibetans from 
abroad have some difficulty in under- 
anding it. And, the „written lan- 
age is Per lost. Scho 
€ been imprisoned or perished from 
arvation or torture. According to the 
Lama, “Buddhist scholarship sur- 

tter in India.” 

lai Lama’s primary objective 
idia is to preserve the religion, cul- 
re and traditions of Tibetan Bud- 



















thought for some time-and then said, 


-dhismin as pure a form as possible. The 


40 odd settlements in India all have this 
as their main objective, but it is in 
Dharamsala, headquarters of:the Dalai 
Lama and his government-in-exile, that 
this can best be seen. 

“Wherever Yeshi Norbu. resides, 
there is the holy city,” say the Tibetans, 
and the Precious Jewel, Ocean of Wis- 
dom, shimmering myth of the refugee 
community, is what holds them together 
and gives them strength. 





Dharamsala has become a Tibetan 





town. Theckchen Cholin i is the largest 
monastery outside Tibet and the Dalai 
Lama himself is the head priest. There 
are 12. monasteries in: Dharamsala, a 
school: for dialectics, a nunnery, a re- 





+ treat-centre for monks and. lamas, a li- 


brary of Tibetan works and archives, a 
crowded Tibetan children’s village, a 
centre for performing arts, and various 
arts and craft centres, making metal 
icons, carved and fretted wooden 
pieces, Thangkas and Tibetan dolls. 
Paintings and statues have to be con- 
structed in very specific ways, scrupul- 
ously following guidelines laid down in 
the scriptures. In the old days the re- 
lationship between. artists. and monas- 
teries was very close, but after 28 years, 
there are only a handful of artists: who 
have been. able to pass on their skills, 
and many crafts have not survived. Al- 





the. 


mores of their adopted ‘land. Their 





and lamas | 
























pa-la: traditi 





though the Tibetan community 
flourishes, life had been 
adapted to modernity and to 
India. — 
Still, Dharamsala. retains 
the. traditional Tibetan atmos- 
‘phere: red-robed lamas and 
) monks are everywhere, prayer 
flags flutter on roof-tops and 
trees, and huge brass prayer 
“wheels in the middle of the 
bazaar are in constant motion. 
1... 1 had gone to Dharamsala 
| with the Dalai Lama's niece, 
‘Khando Chazotsang, secret- 
| ary-general of the Tibetan 
| children’s village in Mussoorie. 
ando-La is a modern young 
| “woman, educated in India, 
‘London and Switzerland, but 
as we approached the nine-foot 
statue of Sakyamuni Buddha in 
the Tsuglag Khang (Central 
apices she prostrated her- 
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Jagdish Bhatia in Calcutta 


he Bahai faith, in jeopardy in Iran, 


the country of its birth, has flowered 
er the Indian sun. This blossoming 
now found a poetically apt symbolin 
th form of a 35-m high concrete and 
lotus-shaped temple 
New Delhi. ale rated on 24 De- 
Jast year, the exquisitely de- 
ned house of worship w 
cade in the making has been hailed as 
an architectural wonder and the “Taj 
ahal of the 20th century 
The Bahais are noted for the beauti- 
pore of worship they hav 
far-flung as illinois and 
ame, | Sydney and Samoa. Bat the 


le at Kalkaji . 





-has nine entrances, which provide an 





one at New Delhi, the seventh. Bahai 
shrine in the world, has been described 
by Ruhiyyih Rabbani, a prominent 
Bahai leader and the daughter of a well- 
known architect, as “the most beautiful 
of all our temples.” Designed by 
Fariburz Sabha, a Bahai architect 
from Iran now based in London, the 
structure resembles a white partly 
open lotus, 75 m in width, nestling on 
nine leaf-shaped pools of red sandstone. 
The Bahai faith is itself said to amalga- 
mate the nine major religions of the 


world, and three sets of nine petals - 


each comprise the actual temple which 





effective system of naturál ventilation. 

Describing the Rs 100 million 
(US$7.75 million) project as his “most 
challenging and fulfilling work,” Sabha, 
who had earlier designed the Iranian 
Embassy in Peking and won an award 
for a low-cost housing scheme in Iran, 
was selected from among 45 competing 
international architects. He adds that 
“it was a coincidence that I was a 
Bahai.” Seeking a “unique design that 
would merge with the Indian ethos and 
at the same time be compatible with the 
cardinal principles of the Bahai faith,” 
he finally found ng ran in the lotus, 
the flower which “has been part of In- 
dian life and thought for ages. It is as 
though people had been worshipping in 
this temple for years. Now their vision 
becomes a reality.” 

Translating the dream. into actuality 
took more than three years of t detailed 
planning f ed by 


years of constru tion work. 

















































- Institute of Technol 

















S | murmuring 
|. prayers while we waited. 
- There is a curious split 
|. between. the old and the 
new. While the older peo- 
ple wish for nothing so 
much as to return to 
Tibet, living always with 
¿their memories, the 
o young are torn between 
their: exposure to the 
modern: world and the 
-gendary homeland of 
hich they hear so much, 
ost of those who are 
ow in their late 20s or 
arly 30s were either born 
n India, or came when 
hey were young children. 
They ` know Tibet. only 
through stories and litera- 
ur d Tibetan-orient- 
























|The Dalai Lama on a recent British tour: strong unifying 






many of the lamas 
disoriented, so 
displaced, that they eith 
went mad or killed them 
selves. The adjusime 
took years. But fort 
younger generation 
trauma seems nolonger to 
exist. 
Yuden, a slim and 
pretty 1 7-vear-ol 
watching an A 
Bach 
| meth 
Ho files, 
listens 





















a convent schoo! 








cation: But many 
been to English-medium schools in 
India and not Tibetan schools: The 
bright ones have gone to Indiamuniver- 
sities and then returned to work as ar- 
chivists, secretaries, or administrators 
in ‘the various settlements, or as 
teachers. 


W hile many Tibetan women still wear 


W the traditional dress, few men do,” 


| and then only on special occasions. The 


long hair, the jewels in the ears, the dis- 


tinctive hats and long boots are a thing 
Cof the past. Every youngster wears 
‘jeans, and older Tibetans who‘are not 
lamas or monks, dress in trousers and 
shirts. met Juchen Thubten Namgyal, 
senior member of the Kashag (Dalai 
Lama’s government-in-exile) for an in- 
terview. He’ was wearing cream silk 
trousers, a blue silk shirt and blue cardi- 


_/ (gan. As with all the other males, young 


or old, his hair was cut short. None of 





them wish to draw attention to them- | 


selves by wearing ‘traditional Tibetan 
| dress. Itis neither practical nor comfort- 
able in the modern world. 


Also, young Tibetans are not as con- | 


cerned with religion as their elders were 
in Tibet. The Buddhist pantheon of 
gods, demons and spirits, who must be 
placated. by magic, offerings and ran- 
som, are no longer relevant to their 
lives. Tucci wrote that “the entire spiri- 
tual life of the Tibetan is defined by a 
permanent attitude of defence, by a 
constant effort to appease the powers he 
fears.” A more rational and modern 
education has -made them reject these 
and other myths. 





T asked Buchong Tsering, public re- | 


lations officer in the Information Office 


ther he really believed that. Ngagpa-la, 


| of the Central Tibetan Secretariat, whe- 


the weather-controller, blowing on his | 
| long conch shell, could push back the 





a single straight line in the structure, 
which is based on a geometric interlock- 
ing of cones, spheres, cylinders and to- 
+|; rods, The complex equations were con- 
| verted into a system of coordinates with 
| the help of the computer at the Indian 
, Madras. The 
4 petal shells of the lotus were con- 
structed by pouring white concrete, in- 
: corporating graded dolomite aggregates 


| from the Alwar mines near Delhi and 


| white silica from Jaipur, over a gal- 
vanised metal framework. 


Ta process required keeping the 
mixture’s temperature below 25°C, 
in the 45°C heat of a Delhi summer, and 
involved incorporating ice in the con- 
crete, White marble, quarried from the 
Mount Pentilikon mines in Greece and 
computer-cut in Italy, was clamped on 


to the exterior of the petals with stain- ` 
“| less steel brackets. 


The temple is an inspiring testimony 


CRIN BETAPA OOA AAN ASS 


to the. creative power of faith. Only 
Bahais were permitted to contribute to- 
-wards the construction costs, and the 
National Spiritual Assembly of the 
Bahais of India raised the funds by sell- 
ing coupons, priced from Rs 1 to Rs 
100. According to Sabha, “Bahais all 
over the world contribute fowards the 
building of a temple: This is regarded a 
great privilege. The amount is not im- 
portant. What is important is that the 
“maximum number of Bahais partici- 
pate,” 
Founded by Mirza Husayn Ali, or 
Bahaullah, in Persia in the mid—19th 
century, the Bahai faith has had a long 
association with India which today hasa 
Bahai population of about a million, 
representing almost 25% of the reli- 
gion’s global peeing over 100 
countries and some 2, i i 
In keeping with their electric tenet of 
“universality in diversity,” the. Bahais, 
who have no clergy, believe in the 



















ethnic groups. | 


her slanting eyes bin 

| her ethnic origins. Itis difficult i 

how she would fit into-a Tibetan mille 

| In fact the status of Tibetans refl 

| a particularly interesting proble 

| anthropologists, for here is an è 

| body of people catapulted from a medie 

| val theocracy into the 20th century 
Various anthropological ana 

| the maintenance of Tibetan cx 

| identity in exile have been offered 

| the mid-1970s by Margaret N 

| 

| 

I 

| 

| 

| 

| 

| 

| 










(Tibetan Refugees, Youth and the Ne 
Generation) and Peter Gold (T) 
Reflections). Nowak 
traditional system of T 
| is the prime mover for cor od 
| tan cultural identity, but Gold con 
that living in large numbers toge 
and participating in religious fe: 
the major focal point of Tibetan ethn 
| identification. 











The problem, however, is more com: 
plex than the discovery and analysis of a 





| equality of all religions and accord the 
divine messengers of other beliefs the _ 
| same regard as Bahauliah. a 
In 1920, Bombay hosted the cow 





try’s first Bahai convention and thre 
years later a national spirituali 
of the religion was formed in Pu 
1985 there were over 10,000 Balai! 
bodies inthe country. 

The inauguration of the new temple 
with study centre was attended by 







15,000 Bahais from all over the work 
said to be the largest international 
Bahai gathering ever. The simple dedi- 
cation ceremony included simultanco 
readings from the Koran, the Bibie m 
| the Bhagavad Gita, and a choral selo 
| tion based on Bahai teachings and a 
Í 
















ranged by Ravi Shankar. 
The word Bahai deriv 
“glory, splendour.” F 
faith, and its wellwis 
ple should prove bo 
and 4 source of inspi 
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few cultural metaphors would seent 

| indicate. The re-establishment of many 
| traditional Tibetan institutions, includ- 
ing governmental administration, 
monastic lineages, arts and crafts, heal- 
ing practices, as well as education and 
religious festivals, must be considered 
in the light of this ethnic and cultural 
identification which in turn prevents 
Tibetans from being assimilated into the 
_dominant culture. Although today they 
show a strong solidarity and even re- 
vitalisation, this may not last once the 
older generation dies out. 

The presence of the Dalai Lama is a 
strong unifying force, but he has said 
that he will not reincarnate in Tibet and 
in fact there may be no need for his rein- 
carnation as another Dalai Lama. This 
will cause its own problems for the 

refugee community, already divided on 
‘many issues. The period of infancy of a 
new Dalai Lama has always been poten- 
- tially troublesome, even in Tibet. 


Although marriage with Indians or . : 
other foreigners is frowned upon, thisis | 


bound to change with less isolation and 








TA 
| Tibetans protest against Sino-Indian talks. 








greater exposure to Indian society. | © Juo-h 
Many Tibetans wanted to take Indian | 
-citizenship but according to the Dalai | 


-Lama this was not generally approved 
vof. “We decided,” he said, “that if indivi- 
“duals wished to take Indian citizenship, 
we would not object, but in large num- 
«bers, it might give the impression that we 
have lost all hope of returning of Tibet.” 
This policy of isolation and separate- 


“ness causes many Indians to regard | 


“Tibetans with distrust. Tibetan cus- 


toms, ceremonies and temples are . 


strange and thus suspicious to Indians. 

_Adiplomat’s wife told me in all serious- 
ness that Tibetans ate dead bodies, if 
-there was.no other way of disposing of 
them. These attitudes are bound to 
change, however, as the younger gener- 
vation of Tibetans becomes less exclusive 
in its habits and less dependent on reli- 
-gion as the only basis of life. But this 
trend might not please the elders, for 
whom India is the last refuge for their 
“Tibetan identity. 
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TEM SO THOROUGH, THAT A 
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JVC didnt 


When this Japanese electronics giant chose Chase 
back in 1978, they did so for very good commercial 
reasons. 

In those days, they simply wanted expert 
commercial banking services. And as a US bank witha 
vast global network, we were uniquely placed to handle 
their cash flows in the United States — their biggest 
centre of operations outside Japan 

They could also use our international reach for their 


overseas trading activities and for the financing of 
overseas subsidiaries in Europe, Scandinavia, the US, 
and Asia 

But when they decided to tap the international 
capital markets, happily, they could also turn to Chase 
Because at Chase we're able to provide a truly 
effective integration of commercial and investment 
banking expertise to deliver more comprehensive 
financial solutions. 





ommercial and investment banking. 
hem pre¢ision in both. 


every major financial centre around the world 
This total global banking capability i 


Most recently we helped them arrange a 
Eurocommercial paper program to the tune of USS$50 
million. It went like clockwork because of our strength 
and experience in the Eurosecurities market 

For instance, we are a market maker in over 600 
Eurosecurities issues trading in excess of USS8 billion a 
month. So naturally we have our finger constantly on the 
pulse of investors demand. And when the time is right, 
a powerful distribution capability to tap that demand in 


commercial banking products. It's what 
from other banking institutions in the wor 
So, no matter how comple fin 
be, one thing is simple 
Which bank to choose 
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En 








is all you ever need 
to know about us 
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indonesia: The rise 


-US$10. 
n January 1986, the now-banned daily 
Sinar Harapan reported the imminent 
purchase by unnamed private buyers of 
of the. largest Indonesian. states: 
owned palm oil plantation, Tor Gamba: 
e. deal appeared reasonable: . Tor: 
- Gamba was having problems: making: 
good on debts to state banks, the gov-: 
‘ernment was promoting private invest- 
mentin the palm oil sector and there 
_| was private and international. pressure 
on the government to:sell off state com- 
“nies to the private sector. i 
it the buyout was not so simples 
“ror Gamba may have had trouble re- 


_ | plunge in global palm oil prices, but it 


’- was'very profitable: a debt rescheduling 

would have been sufficient. 
. .» For control of the estate, more than: 
00: million:in assets and a strong 





Rps 


held to tough terms by the 


ired that the buyers w 
esame state banks: 
aba a 


of capital by Richard Robison. Allen and Unwin Pty, Sydney. 


paying Rps 130 billion (then US$115° 
million) in debt, due to the unexpected’ 





‘true capital-accumulating bourgeoisie, 


“fundamental to: the process’ of nation- 


building, has emerged in the past :de- 


-eade, but still it is mostly Chinese, not 


indigenous. 

Robison is optimistic on.this, but itis 
hard to see why. The. nearly complete 
failure of indigenous Indonesians to 
compete only means the Chinese, 5% of 
the population, remain under social and 


“political threat. This entrepreneurial 
‘class, neither stable -nor.confident, is | 
seriously hedging its bets with sizeable | 


assets permanently offshore. With busi- 
ness in the country increasingly 
monopolised by Suharto-linked oppor- 








the dispensers of perquisites. From th 
top looking down, the interest wa 
controlling people, not land or busine 

In 1830, the coloniai regime o 
to regents grants of land to administer 
directly, eventually to form the b if 
estates and the foundation of capital: 
The. regents declined. They preferred 
commissions of crops raised as tribute 
by peasants —- state-guaranteed power 
rather than private holdings as the basis 
of their social pasition. 

Why they declined the offer is a.g0 
question, to do mainly. with cultural: 
ferences, which Robison avoids. Tt i 
certainly difficult, and socially risky, tc 
discuss why one ethnic group hava bet 
ter business sense, or stronger moti 
tion, than the next. Robison does quote. 
Lance Castles; authorof a study On 
the economy of Kudus on Java, who ab | 
tributed the Javanese tendency togon 
sume instead of reinvest. profits; an 
family feuds destroying the inheritan 

of a successful. business, to “ow 



















































rto pe 
isappointed buyers turned out to: 


I € of the.country’s wealthiest,.in- 
digenous young businessmen: the Bak- 

‘e Brothers steel group, relatives of the 

tinister of agriculture, and Suharto’s 
“Ownsons. s i 

: The. Tor Gamba snow jobiis just one 
recent example of the Indonesian style 


¿| „of capital ‘accumulation traced in: Aus-: 


‘tralian: academic Richard Robison’s 


book: lucrative: concessions: granted: to” 


indigenous “entrepreneurs?” and vex- 


propriation. of, the. state’s resources: by. 
| its administrators..-In a work of master-' 

ful-analysis; Robison describes Indone»: 
-sian economic development in terms-of 


the struggle to build a stable capitalist 
class, capable of absorbing foreign capi- 
| tal without becoming dependent on it, 


with the state as economic.and spiritual: 


guide. Underpinning this development, 
Robison shows, is the desire to build'an 


indigenous bourgeoisie to match the 


Chinese-Indonesians who overwhelm, 
the country’s business. yep eee 
The result of this struggle, which has 
been the theme of not only Suharto’s 
“F New Order but also of the Old Order of 

| Sukarno, has been skewed success. A. 








































tural characteristics.” 
Indirectly, Robison portray 
Javanese. society unwilling and 
unable to break away from tra 
tion. The. Chinese, on the othe 
| hand, have strengthened their 
economic ‘role. The patterns 
how regular repetition: Javan: 
ese leaders around the turn of th 
century placed travel and r 
| dence restrictions on Ch 
< stalbtheir expansion in trad 
finance. When the rest 
were lifted years later, | 
Chinese domination was stille 
. dent. 





































pn the nationalist tumult afi 
1946, Sukarno banned the 
Chinese from certain sectors and 
initiated the Benteng program 
me, 1950-56, providing imp: 
| licences and cheap bank: cred 
to indigenous entreprenet 











tunists, as in the Tor.Gamba case, the 


_Chinese capitalists are as ever vulnera- 


bleto. the capriciousness of political 
favours concentrated in a few hands. 

A very traditional. feudal. Javanese 
society holds the reigns.of political and 
social control in modern Indonesia. Al- 
though the. Javanese, the country’s 
largest ethnic group, are insecure about 
overt capitalism, they enjoy accumulat- 
ing riches as much as the next man. The 
money comes from rights over crops, or 
imports, or a market. monopoly, or a 
share of corporate. profits. They are 
rights granted by the king, the minister, 
or the president in exchange for loyalty. 
The colonialists. met. a -system in 
which the central Java-based court par- 
celled out income-generating: benefits 
.to-close followers in the form of rights to 
rents, labour and produce. Politics was 

i of personal-attachments to 
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they never reinvested their ou 
and monopolistic im 





strengthened. 
In the late 1950s, a frustrate 

Sukarno gave up on Benteng. i 
nationalist sentiment in 1959.forced t 
to order the Chinese out of retail ; 
at the village level, and some 1 
Chinese left Indonesia alto, 
Those that stayed formed “par 
ships” with indigenous empio 
the famous Ali-Baba scheme 
kept control-of the shops. and pro 
Backed by the incipient. ol boc 
Suharto’s New Order-al i 
port and domestice 













Indonesians. Nothing came of that plan, 
but in 1974, in response to. anti-Japan- 
ese and anti-Chinese riots, Suharto 
moved to require indigenous equity in 
all. foreign investments and set the 
arget of 50% after 10.years. The same 
_ year, state banks, told to provide credit 
only to 50%-indigenous-equity firms, 
reluctantly lent the money only when 
pressured by politically strong indigen- 
- ous borrowers. 

Then, Suharto started anew in. 1980, 
following a short hiatus in pro-indigen- 
ous schemes due to the 1975. near-col- 
apse of the country’s finances triggered 
yy state oil monopoly Pertamina’s mas- 
sive. loan’ defaults. Major government: 
_ contracts were to be given to. companies 
with greater indigenous equity, and by 
1984 approval of all sizeable state con- 
tracts, the foundation of the 























nese still have not show 

or desire to operate in business in the 
same way as Chinese, foreign, and even 
some non-Javanese indigenous invest- 
ors. The closest they seem to get is deals 
like the Tor Gamba scam. ` Tra 

Great strides in development have 
been made under Suharto and Sükarno, 


. But the race-based schism in the eco- 


nomy heightens racial tensions, The 
leader must respond to pressures from 
the indigenous majority, no matter how 
open-minded he is towards the Chinese. 

Independent capital is its own 
strength, and through it, as Robison 
says, the Chinese made themselves in- 
dispensable. Because the wealthy In- 
donesians are reluctant to reinvest, on. 
the other hand, their role in the eco- 
nomy is marginal to a dangerous de- 
gree. Suharto owed his military rise'to 
Chinese capitalists whom he protected. 
The military shored up its power with its 
own industrial and trade base, left in the 
hands of Chinese managers. 










cconomy, was “concentrated 
under Suharto’s direct control. 
But the early pattern re- 
_ peated itself; Javanese bureau- 
‘crats and the ascendant military 
xpropriated. state., earnings, 
contracts, and licences, for the 
most part farming. out the-jobs 
0 foreigners and Chinese, be- 
veath the blind eye or direct 
blessing of the leadership. 
Whichever, it amounted to the 
ditional granting of income. 
bases. 


















anks, unable to lend tothe 
«more bankable Chinese, 
found their uncollectables from 
funding irresponsible indigen- 
ous borrowers soaring. Those 
‘ompanies told to divest equity . 
to indigenous ` Indonesians 
either bankrolled their partner 





Suharto: race-based schism. 








or his identity and connections, 
t found themselves in trouble with the 
authorities. Without indigenous equity 
capital forthcoming, the Ali-Baba sys- 
tem refused to go away. And ‘while 
reat Javanese: family fortunes fatten- 

investment capital did not ap- 
pear. The fortunes went on deposit, 
offshore. While Chinese money is also 
moved out of the country, much of it 
subsequently reinvested in Indone- 












Robison describes post-1975 as a 
eriod of authoritarian corporatism: the 
her incorporated or crushed cri- 

nd opponents. Given the history he 
‘ays, it alsó can be said that Suharto 
ads a. traditionally Javanese govern- 
nt. The difference with other coun- 
ss plagued by massive, high-level cor- 
tion is that capital built from these 
dvantages has never been turned into 
ds for legitimate investment.’ ‘The 
oint Robison underemphasises is.that 



















Most serious of all, and Robison 
does not treat it seriously enough, is that 
when the leader loses his power, as in 
1965, the legitimacy of any of the for- 
tunes being made below disappears. 
With Suharto, the threat of this is worse 
ashe has used his direct control over all 
state contracts to benefit a small, select 


_ group of relatives and cronies. There is 


much enmity towards this group. 

The present Chinese business lead- 
ers are only stable as long as Suharto’s 
regime is, and they know it. When 


Suharto is gone — and there is no set | 


mechanism for succession nor a succés- 
sor -— an entirely new generation of 
Chinese businessmen will follow. 

All this leaves the big conglomerate 
run by the Suharto children in jeopardy, 
and, despite the widespread affection: 
their father commands, there is. little: 
love lost across Indonesia for the 
his children. ` — Paul Handley 

















Peace in 


our time. 


Asian security 1986 by Research 
institute for Peace and Security (RIPS). 
Brassey's, Tokyo. US$29.95. 


Tn compac volume (204 pages) is 
the eighth of RIPS’ authoritative 


jand useful summaries of developments 


in the Asia-Pacific region and covers the 
18-month period from 30 June 1986. As 
usual, the authors try to be factually ac- 
curate bat not neutral. RIPS conserva- 
tive political analysts freely pass judg- 
ments and take positions. They state, 
for example, that the “opposition in 
South Korea certainly is. somewhat ir- 
responsible and demagogic; the gover“ 
ment is not the despotic one of 10 yea 
ago,” or that. “in Malaysia, Prime 
inister Mahathir may soon: face a 

leadership struggle, . not unconnected 
with his autocratic way of working and 
the economic and communal problems 
he faces.” e moiy 

-© Such:assertions are not always fully 


| backed up- for space reasons but they 
_seem valid (if not always correct) in- 
| terpretations and © are anyway 


in- 
teresting, -given RIPS’ standing and 
influence on the Japanese Govern- 
ment. i 

There is also a fair number of 


‘axiomatic propositions such as “all eco- 


nomic growth has certain costs,” “the 
foreign relations of a country are bound 
to be influenced by its domestic situa- 
tion,” and “if socialism has any advan- 
tage over capitalism, it lies in the stabil- 


‘| ity usually referred to as ‘systematised 


paternalism.” These can. be tiresome 
but sometimes help make explicit some 
of the authors’ underlying: assump- 
tions, > œs To a ies 

Before chronicalling the salient poli-: 
tical, economic, diplomatic and security 
developments in the US, the Soviet 
Union, China, the Korean Peninsula; 
Southeast Asia, the South Pacific, 
South Asia and Japan, the volume pro- 
vides additional analysis of some “focal 

ints” — the modernisation process in 
China, the situation in the Philippines, 
relaxation of tension on the Korean 
Peninsula and the impact of oil-price 
changes. 

The China chapter is especially pre- 
scient, listing many impediments to 
modernisation, notably the growing re- 
gional’ gaps and socio-economic gaps 
within localities. The authors go on: “If 
some ‘restriction is imposed on these 
profit-making activities the growth of a 
market economy will be impeded; if no- 


thing is done to restrict them, criticism 


of the recovery of capitalism will mount 
and inequalities grow more serious.” 
eS —. Susumu Awariohara 











BNA: a Bank | 
that has travelled a long way- 
to be closer to you. 
Now in Hong Kong. 


BNA, the largest privately-owned 
Italian bank, is opening a Branch here. 
in Hong Kong. We have travelled a long | 
way, constantly . expanding our operating 
network: 224 Branches in Italy, 
Branches in London and New York, 
Representative Offices in Frankfurt, Los- 
Angeles, Paris, Tokyo, Zurich; with a 
total staff of 7550. 

Today we are even closer to you with 
services specifically delhi for 


businessmen operating in both Italian 


_ and International Markets. 

Please contact Mr. Gianfranco Gaffarelli 
without delay; he will be happy to satisfy 
your banking ‘head. 


Hong Kong Branch address: 


th Floor, One Exchange Square - 
Connaught Place - Tel. 5-842 1900 
Head Office address: Italy, 00199 Rome, 
Via Salaria 231 - Tel. 0039-6-85881 




















By Hamish McDonald in Sydney 


Rane more quickly than Australia’s | land, West Germany and Austria. 
-® Scentral bankers and Treasury offi- Although large by an Australian 
iais might have expected when the yardstick, the volume of “Euro-Aussie” 
country floated its currency just over | bonds issued last year was still only 
three years ago, the Australian dollar | around 2% of the total volume of securi- 
has become a significant — if still “exo- | ties issued in all currencies, Investors 
_ tic” — unit in international investment | outside Northern Europe, in France 
markets, with a consequent increase of | and Italy, have only begun to show in- 
pressure On exchange and interest rates. | terest while thë first large volume of 
A severe current-account deficit, | Australian dollar paper was placed on 
running at around A$14 billion (US$9.6 |. the “Yankee” (domestic US) market 
billion) a year, has forced Australiainto | only last year. Japan remains untapped 
nternational capital markets, The sur- | atthe retail level. 








only the first glimmers so far of a sharp:| apprehension about the future value:of 
currency depreciation bringing about a | the US dollar have been the underlying 
ure in the balance of payments, Aus- | driving force behind the shift into Aus- 
tralia has been able to get foreign lend- |. tralian securities. Australia’s Common- 
rs to carry the currency risk on much | wealth (Federal) bond rates have been 
of its borrowing. | offering a margin yield of around eight 
percentage points above US securities, 
while the falls in the Australian dollar 
over the past two years have encourag- 
| ed the view that much of the downside 
currency risk has been shaken out. 
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146. 

















tamatically in 1985 to more than. A$4.5 
billion in total value (REVIEW, 15 Aug. 
"85). The market has made another such 

ap, with nearly A$3 billion in securi- |12 
ties issued in the first 10 weeks of this 
year. oe: 10° 
While: it is not yet. clear whether 
all this has been bedded down with in- 
vestors, and unlikely that such a rate | °° 
an be sustained, the volume shows a: 
nsiderable deepening of the market.’ l'e. 
remains a largely retail market, but z 


14> 











Australian dollar bonds gain favour with international investors 


Strength in weakness 


prising and fortunate thing is that with | . The decline in US interest rates and | 



























But the factor adding comfort to the 
small investor has been the role of famil- 
iar local institutions as issuers. Only 10- 
20%. of Australian-dollar Eurobonds 
are issued by Australian banks and com- 
panies. The rest are a diverse range of 
European, US and Japanese banks and 
houschold-name. companies which are 
attracted by the advantage of swaps 
with couñter-parties who have more use 
for Australian-dollar debt. i 


A West German bank, for example 
ra would be able to trade on the fan 
-liarity of its name and closeness to retus 
investors: by issuing Australian-dollar 
bonds at perhaps the Australian long- 
term official bond rate less half a point. 
The bank would then swap its liabilities 
‘for those of an Australian counter-party 
with, most probably, a US-dollar debt 
carrying floating-rate interest, on a mar- 




















YIELD DIFFERENTIALS 


gin of, say, 0.25% above the London in- 
terbank offered rate (Libor). 

The end result would be the West 
German bank carrying US-dol- 
lar debt at funding half a point 
below Libor, and the Austra- 
lian counter-party holding Aus- 
tralian-dollar debt at a fixed 

rate of the official bond rate 

plus 0.25% — far below normal 

domestic borrowing costs for 

- both parties. In the case of the 

“Australian. counter-party or 

the oneal issuer, the Euro- 
t 


of a local mar. 
n, fixed-rate 
For the banksinvolved, the 
underwriting of issues is a lu- 















from the initial base of individual savers Reb. Marl Apr. | May ‘June! July 1 Aug. "Sept! Oct. 














crative business. With manage- 
ment and underwriting com- 








d investors in the Benelux countries, 1986 


the market has spread to Switzer- | Souge Orion Royal Bank Ltd 1988. 
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missions taking around 2% of 
the value of debt issued, the 





Monitoring swaps 
‘he central bank is concerned about off-balance-sheet items 


| AJ ith the Euro-Australian bond mar- | tion on swaps from. the 30. licensed 
banks. The bank’s regular reporting 
shows a rapid rise in currency swaps: 
from a total A$10.65 billion in turnover 
in the last quarter of 1985 to A$20 bil- 
lion in the last quarter of 1986. 

i... The growth in- off—balance-sheet. 
-items has eroded the security of the cap- 
ital-adequacy ratios set by the central 


















“bank, traditionally fixed as a proportion 


of lending (the yardstick is 6%, though 
the precise ratio is set for each bank ac- 
cording to factors such as the quality of 
its loan portfolio). In consultation with 
other central banks; the RBA has been 
working on formulas to set capital re- 
serves for off-balance-sheet business. 
Its own thinking is believed to be not 
far from measures proposed in a joint 
paper published on 4 March by the 
Bank of England and the US Federal- 















_ Reserve Board. This sets out methods 
„of calculating “credit-equivalent expo- 








sure” on interest-rate and foreign-ex- 
change-related instruments. _ : 






















alian bonds | 
d last year suggests total fees of | 
about A$90 million — excluding listing; 
printing and advertising costs which are 
also charged to the issuer. Orion Royal 
Bank, the London-based merchant bank-.. 
ing arm of the Royal Bank of Canada, has 
been the most prominent player, taking 
a lead management role in 19 of the 89 
issues last year. Australian banks have 
shared some of the managements. 
Last year saw issuers introduce struc- 
tures tested elsewhere to the Euro-Aus- 
: sie market. Two issues used bonds with 
arrants attached to purchase further 
debt. and the Commonwealth Bank of 
Australia introduced the first zero- 
pon bonds (bonds discounted in 
rice to give their yield fully in capital 
«value on redemption) and bonds with 
interest ratesadjusted yearly. 
With development of the sector, the 
size of issues has risen from an average 
$30. millión to around A$50 million, 
maturities have generally 
wogthened, with the average term 
about four years. The market has ex- 
| panded in fits and starts, with a favoura- 
ble reception typically leading to a glut 
| of paper that investors would take some 
ti igest before looking for more. 
ing to Orion Royal Bank, the 
ing of issues depends on 
anticipated performance of 
dollar; the current yield 
tween Australian and US 
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“First 10 weeks. 
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performant 
rency sectors of internati 
kets: the number of Euro-Australian is- 
sues on offer at the time, and the out- 
look for the Australian domestic bond 
market and the Australian economy. 
The market seems likely to remain 
retail-based. Institutions are more apt 
to gain the higher yield of the Australian 
domestic bond market. Individuals 
would probably buy securities at a 
slightly less yield from their local bank. 
This adi some fairly new wrinkles 
to the management of exchange-rate 
factors for Australia, as individual in- 
vestors sometimes pick up different sig- 
nals from those that move professional 
investment managers. Treasurer Paul 
Keating's decision last July to remove 
exemption from a 10% withholding tax 
from Eurobonds and the like stopped 
the Euro-Australian *market in its 
tracks, and had to be reversed three 
weeks later. 
The stop-go nature of the market can | 
amplify movements in the Australian 
dollar, as investors have to acquire Aus- 
tralian dollars to buy their bonds whe- 
ther or not the issuer is Australian. The 
A$3 billion surge early this year un- 
_doubtedly underpinned the unexpected | 
rise in the Australian dollar towards the 
A$0.69:US$1 level from the previously 
accepted “ceiling” of 66 US cents. Given 
that large-scale buying of Euro-Austra- 
lian bonds started only in mid-1985, the 
-first big wave of redemptions 
_ does not start until mid-1988 
"= by which time. 
-desperately hopes 
= rent account will be impr 
| edand the smaller deficit will 
be met with lower interest 
| rates on borrowings. 
“Short of- reintroducing | 
controls, the Reserve Bank 
. of Australia (RBA, the cen- 
tral bank) seems resigned to 
the fact that little can be 
done to stop the Australian 
‘dollar from being used as an 
international currency. Its 
officials seem well aware 
how much trouble their Ja- 
panese and West German 
counterparts have had in 
slowing the same process. 0 
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e British-US proposal is that cred- 
equivalent be fixed on the basis of 
“market-to-market” value the 
amount the bank would have to pay to 
` replace the net-income stream specified 
in the contract if the counter-party were 
to. default — and the potential exposure 
: over the remaining life of the contract. 
The resulting amount would be assigned 
one of five risk weights in the same way 
-as balance-sheet assets, based on the 
| quality of the counter-party, remaining 
- maturity, collateral and so on, 
As an example, the central banks 
give the credit equivalent of a seven- 
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year, cross-currency, floating/floating 
interest-rate swap with a notional prin- 
cipal of US$20 million as US$1.1 mil- 
lion. A forward foreign-exchange con- 
tract. for US$5 million would have a 
credit equivalent of US$300,000. 

‘Banks and their auditors have still to 
standardise ways of accounting for swap 
activities, and few in any country are 
ready to quantify their risk. A tough 
capital-adequacy standard could eat 
into the advantage the full banks now 
enjoy over their unsupervised and un- 
guaranteed merchant-bank rivals in ob- 

taining funds. — Hamish McDonald 






























Flexing the 
guidelines 


Liberal approach to foreign 
banks raises eye-brows 


By John Muleahy in Hongkong 


Fa 


| cipline. 








tensifying debate on the role Hor 
will or should fhin the global shift 
wards uniformity on issues Sue s 














Secretary. | 
issued new. 




















The guidelines coincide with an i 

















tal adequacy and the concept 
“offshore” banking. 
Curiously, Jacob's guidelines 
stress that the asset-size criterion | 
violate — less than a year after th 
ernment ‘raised. the minimum a 
threshold to US$14 billion from USS12 
billion — and are parti ; š 
when considered alongs! 
nual Report of the Off F the 
missioner of ing, issued in te 
the territory king O 
The report re 
triguing, if som 
nopsis to a novel set in the wi 
nancial services. Published in 
purgated form following pre 
the Governor-In-Council (Hongkong s 
top administrative body), | i 
Commissioner Robert Fells first 
last annual report — he retires in Oc 
tober — underscores the comparative 
importance of qualitative over quantita: 
tive prudential supervision. 
The report does, however, focus.on 
the need for conformity among the 
world’s. regulatory bod 
founded on arithmeti 
Hongkong’s capital-adeg: 
defined in the new ordinance, 
enough to provide a range o 
the better-quality institution: 
expecting to be rated closer to the firs 
than the second margin. 
The subjective interpretation ab 
lowed in the new guidelines leaves the 
way open for controversial decisions 
new applicants, if not outright 
and would seem to have been desig 
with specific institutions in mind 
denies that the change in heart: 
as an invitation to foreign b 
sists that banks below the US514 6 
threshold will be allowed invoniy forim- 
portant trade reasons. 
In announcing the change in eme 
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Banco. di Napoli and 
Cassa di Risparmio- Delle Provincie 
Lombarde. 
Whether Hongkong’s new flexibility 
on commercial banks will extend to the 
parameters within > which other 
categories of financial institutions. will 
operate remains unclear, though Fell 
plays down the difference of opinion be- 
tween his office and several Japanese 
deposit-taking companies (DTCs) last 
year. “It was not a case of the Japanese 
DTCs in one corner and Richard Far- 
_ fant [former special adviser. to Fell] in 
_ the, other,” he says, though the con- 
tretemps had ee ae the point where 
the Japanese companies were threaten- 
ing to take their business elsewhere, and 





ittle sign of dissuading them. * 


nA sistence that Hongkong-registered 
-DTC subsidiaries would have to comply 
with capital-adequacy ratios without re- 


ance-sheets, as distinct from branches. 
of banks that are able to gear their 
Ongkong operations against.the bal:. 
nce-sheet of their parents, g 
_.. Fell has presided over Hongkong’s 
bank regulation body during the most 
dramatic period in its 23-year history. 
Although the worst excesses in Hong- 
kong’s oe banking fiasco were iper- 
petrated during his predecessor’s reign, 
it was Fell who was charged-with the re- 
_Sponsibility of identifying the rotten ele- 
ents and dealing with them. 
-| -Providing the historic backdrop to 
the commissioner's report had been the 
itous decline, and rescue by the 
overnment, of Hang Lung Bank in Oc- 
to 1983, and Overseas. Trust Bank 
and its subsidiary Hongkong Industrial 
and Commercial.Bank in-June 1985, In 
addition, there were a string of walking 
ounded among Hongkong’s commer- 
at banks and an even longer list of 
led DT@s. 000 oe 
_ Size and asset-backing had little rele- 
Vance to the malaise, and the govern- 
ment itself constantly stressed. that 
fraud and mismanagement were the 
keys to the problems. Fell draws liber- 
















the Banking Commission was showing |. 


tissue then was the commission’sin- | 


erence to the holding-company. bal-. | 


now under the government's direct con- 
trol, another four have been transferred 
to the control, either directly or indi- 
rectly, of larger institutions, and the age 
of the colonial-era “native banks” has fi- 
nally been laid to rest. 

Fell alludes in his report to three fac- 
tors impinging on the process of super- 
vision and on the existing three-tier sys- 
tem of bank categorisation, the first 
being the agreement reached between 
the US Federal Reserve Board and the 
Bank of England (BoE) to establish 
minimum capital standards; the second 








[Union Bank: decline and rescue. 


the evolution of “offshore” banking, 
and the third the relationship between 
securities trading and banking. 

Banking in Hongkong may never be 
the same again, and the banking com- 
missioner-elect, BoE official Tony 
Nicolle, inherits a patient whose condi- 
tion has stabilised, but which continues 
to require constant attention: 

The Hongkong Government has 
been roundly slammed for its liberal use 
of the Exchange Fund, the territory’s 
foreign-exchange reserve, in coming to 
the aid of ailing commercial banks, Fell 
defends this practice, arguing that use of 
the fund was “small in relation to the 
size of the] Exchange Fund and negligi- 

le to the risks facing the banking sector 
since confidence. was broken. in 





bled banks will be rescued, and çon- 
tingency plans. did exist. for the liquida- 
tion of Union Bank of Hongkong and of. 





ally on medical metaphors in explaining 





Hong Nin Bank, had’buyers for these | 
‘two banks not emerged. ; B 





1982.” Besides, he says, not all trou- | 


































agreement | 


Consumers force concessions 
in price-stabilisation accord 





By Frances Williams in Geneva 


| t was touch-and-go whether the latest 
round of talks to secure a new price- 
stabilisation pact. for ‘natural rubber 
would be successful, Three previous 
rounds of negotiations stretching back 
nearly two years had failed to reconcile 
fundamental differences. between the 
views of producers, seeking price:stabil- 
ity at a level providing a decent return to 
growers, and consumers, determined to. 
ensure the responsiveness. of prices © 
market trends. 

The final deal was struck largely- 
consumers’ terms. The new accord; to 
replace the 1979. International. Natural. 
Rubber Agreement which expires on 22 
October, will be a.much more flexible | 
instrument than its predecessor, and the 
role of buffer-stock intervention corres- 
pondingly more limited. 

For the seven producers —— notably 
Malaysia, Indonesia and Thailand 
which account for 90% of world exports 
between them — the deal provides 
some reassurance that prices will not be 
allowed to ‘slip catastrophically. But 
they were forced last year to drop de- 
mands for a substantial increase in the 
reference price — the price which deter- 
mines the upper and lower intervention 
points at which the buffer stock comes 
into play. This remains at 201.66 Malay- 
sian/Singapore cents (about 87 US 
cents) akilo, which compares with a 
current average market price of around 
195 Malaysian/Singapore cents a kilo. _ 

The 33 consuming countries, mean 
while, have succeeded in tailoring the 
new agreement more closely to market 
developments in the US$3.4 billion an- 
nual rubber trade. There will be more 
frequent price reviews — every 15 
months rather than 18 months as now. 
More importantly, if the average mar- 
ket price is above the “may sell” price 
(now 231 Malaysian/Singapore cents) or 
below the “may. buy” price (171. Malay- 
sian/Singapore cents) for six months, 
there will be an automatic price adjust- 
ment.ofat least 5%, 

With the repercussions’of the tin de- 
bacle still réverberatin 
markets (REVIEW, 13 
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purchases of up tol: 

This does not leave m 
market intervention if prices fall, pro- 
vided they do not pierce the floor price. 
With other forms of price support ruled 
out, such as export quotas or production 
restraints, the agreement provides little 
| ‘downside protection. 

‘However, producers did ‘succeed i in 
defending the floor price of 150 Malay- 
sian/Singapore cents, the minimum they 
„say is necessary to provide growers with 
a return on their investment and give 
them incentives to replant. The. con- 
sumers at the last moment dropped an 
earlier demand ‘that the floor price be 
owered if the buffer stock reached 
450,000 tonnes. 

The third interested party, the Unit- 
ed. Nations Conference on Trade and 
evelopment (Unctad), which spon- 
sored the talks, was mightily relieved at 
he outcome. A collapse of the rubber 
“negotiations could have dealt the coup 
_de grace to Unctad’s efforts to reinvigo- 
Tate the Jaded concept of international 
— commodity pricing pacts, 
enshrined in its integrat- 
[ed programme for com- 
modities. Failure would 
have cast an unwelcome 
shadow over Unctad 
VH; its quadrennial con- 
ference in Geneva sche- 
duled for July. 

Manaspas Xuto, Thai- 
land’s ambassador to 
Canada who chaired the 
| rubber negotiations, said 

the outcome “repre- 
bber: consensus. sents a significant step 

forward.in international 

economic cooperation . . . [and] demon- 
trates that producers and consumers 
remain committed to the concept of 
price stabilisation in commodity agree- 
ments.” 
“It was politically mp portant to get a 
“new agreement, “especial with Unctad 
VII coming up,” added Juergen Bran- 
_denburg of the West German Econo- 
mics Ministry, who chaired the econo- 
mic committee at the talks. 
The delay in reaching agreement 
does, however, means an unpredictable 
hiatus between the old accord expiring 
and the new one coming into force. 
Ratification by countries representing 
atleast 75% of both exports andi imports 
willbe needed before the agreement is 
perational. Legislative delays mean 
his is unlikely before early 1988 at the 
earliest. Meanwhile, the buffer stock 
and rubber prices left to 
et devices. 
































































, price increases 
of 8.5% this year. and 4.1% in 1988. This 
may be optimistic. Slowing world. eco- 
nomic activity and the potential for sag- 
ng.oil prices (which lower the cost of 
hetic rubber) could darken. the pic- 












_counter stiff resistance from 


| tions. 








Private roaders 


Singapore plans the sale of S$6 billion of government stock 


By Nigel Holloway in Singapore 


Tr Singapore Government is prepar- 
ing to take its biggest single step to- 
wards reducing its role in the city-state’s 
business affairs. A government-ap- 
pointed committee has proposed. the 
sale of shares in 41 state-linked firms 
ranging from Singapore Airlines (SIA) 
to the national lottery. Four statutory 
boards, including the telecommunica- 
tions monopoly, may also be sold in a 
10-year programme designed to. loosen 
the government’s grip on the economy. 

In relation to Singapore’s size, the 
proposed divestment scheme is proba- 
bly the most far-reaching in Asia, 
though it is quite cautious. The com- 
mittee suggests that S$5.91 billion 
(US$2.75 billion) of shares in state com- 
panies and boards should be sold to the 
public, adding at least 20% 
to the market capitalisation 
of Singapore-incorporated 
shares quoted on the stock 
exchange. 

Finance Minister Richard 
Hu said that the committee 
favoured a “robust” privati- 


RECOMMENDED FOR TOTA 


and not the government,” he. main- 
tained. In future, the state “will invest in 
new priority industries only where pri- 
vate entrepreneurs do not have the will 
or the money to undertake projects on 
their own. 

It was Tan who first suggested at the 
end.of 1985 the “heretical” idea of cut- 
ting contributions to the Central Provi- 
dent Fund (CPF), the official savings 
scheme. The economic committee 


under Lee Hsien Loong, the prime 
minister's son, nudged the government 
further down the privatisation path; It 
strongly urged basic reforms to deca»: 
tralise wage. bargaining which sho. 
lead tothe abolition of the outdat: 







tripartite National. Wages Council. 
Taxes and red tape have been cut. The 


PRIVATISATI N 





sation programme, but its re- 
port, released on 13 March, 
presents the case very care- 
fully. The committee's rec- 
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ommendations may still en- 


some political leaders and 
bureaucrats. Hu says he has 








accepted in principle the es- 





sence of the report, but the 
“government’s final decision 
on priorities, timing, targets 











and choice of divestment 





mode” might differ in some 
cases from the recommenda- 











In the end, the govern- 
ment may well go beyond the proposals 
because Singapore’s younger. leaders 
seem very keen on privatisation. While 
they want the ruling People’s Action 
Party (PAP) to maintain its near-mono- 
poly on political life, they say they fear 
that Singaporeans are growing: far too 
dependent on the government and ex- 
pect it to solve their problems. 

This has become a dominant issue 
since the last election at the end of 1984. 
In the budget two months later, the 
privatisation theme was first struck 
when the then finance minister, Tony 
Tan, stated that the government would 
sell shares in companies it controlled. In 
the past, he said, the government had 
intervened to build up Singapore’s eco- 
nomic base, but times had changed. “In 
the 1980s, the engine of economic deve- 
lopment should be the private sector 








size of the civil service will also shrink. 
Moreover, the message has now spread 
to other areas like municipal services 
and schools. Tan, who is now education 
minister, wants teachers to have more 
say over their curriculum to help pupils 
think more creatively. 

On the face of it, the sale of such a 
large slice of state-backed ` business 
would seem to be the most radical mea- 
sure so far. In-reality, the committee is 
as careful as the government it serves. 
According to the report of the public- 
sector divestment committee, there are 
three aims behind the disposal of gov- 
ernment-held shares: 

» To withdraw: from commercial ac- 
oo 


Saving is no virtue: page 52 : 
















; undertaken bythe pub ; 
» To broaden and deepen the Singa- 
pore stockmarket by. introducing new 
counters and releasing shares in existing 
companies, 
> To avoid or reduce competition with 
the private sector. 

of these aims, only the second one 






















port. If carried out, the divestment 
which at last resembles the world’s 
major bourses in terms of the variety of 
shares on offer. Singapore greatly needs 
a larger number of solid, well-run public 
companies. The amountof  — 
fees earned by corporate 
advisers to» bring firms. to 
market should also ‘attract 
more financial skills to the 
city-state. 
On the first target, how- ` 
er, the government will. 
















appears to be well satisfied: by the. re-.. 


scheme should produce a stockmarket. 





ue the pr 


nance minister on the best way of carry- 
ing it out. The second part examines the 
case for privatising statutory boards — 
the fifth and final term of reference that 
was only added after the committee was 
created. It therefore considers the pos- 


g 
about privatising the statutory boar: 
recommending. that of the seve: such 
concerns, it looks at (there are 39 in all), 
four should be “studied for privatisation” 


RECOMMENDED FOR L 


anies. It does ni gu l 
an ons of a sell-off, but advises the fi- 


sible: reasons. for privatising. these | 
monopolies. rather than the nuts and 
bolts: of divestment. f 








1 

panies. 

Fam’s 5 group is almost as caution 
its proposals for the government C 
companies. When the committee began 
work at the beginning of 1986, the 
were 634 such firms. Some of these we 
subsequently sold; some are dormant; 
others have multiple governmen 
shareholdings and are thus counted 
twice. Out of some 500 state-backed 
firms remaining, the committee consi- 
dered 99 for privatisation. There are 52 
of these, it says, which should not be 
privatised (mostly because they “may 
not presently be.attractive to investors,” 

such: as desia City 


















unlikely to give up control | 
of what it regards as an 








_ mtinue to retain probably 











| me largest inge holding 
in some of Singapore's 









biggest companies, such as 







extension of the armed 
forces. 





n the final analysis, th 





Keppel Corp. and SIA. As 
to the last aim, many of the 
state-linked firms. were set 
up in areas where private 
l businessmen, feared to 
tread and. where they con- 
tinue to show no interest in 
investing. 




















, privatisation 
Inot pees solve 
rob- 


arily change the 
why privatised com- 












E BP government is, re 
‘a mended to. sell. it 
stake as soon as pos 
only 17 companies. O 
these, the most interesting 
| is Intraco, a sizeable tad 
ing firm, for which United 
Industrial Corp. made an 
unsuccessful bid last year. 
The committee suggests 
that Temasek i 





















ganising, but it makes. nt 
ient on the: f 








_ way 

panies are run, Almost all 
of them have always been 
expected to run at a profit 








Development ‘ 
Singapore (DBS) hol 
6% of Intrace’s shar 











‘with minimal government 
“aterference. Those that 

re deeply in the red will 
either close or remain in 
state. hands, the report 
says. 

This: does not mean that the commit- 
tee was of the.camel-designing variety. 
| It was chaired by Michael Fam, the head 
| -of the ‘almost-completed underground 

railway (MRT) and:of the drinks. firm, 
Fraser & Neave. He is regarded as one 
| Of the most astute executives in “Singa- 
“pore Inc.” and will. preside over the 
privatisation of the MRT operating 
company towards the end of this year. It 
is said to be the first such service any- 
where in the world where shares will be 
sold to the public. Two members of the 
committee are senior executives of 
Temasek Holdings, the largest of the 
three main state investment companies. 
The other three committee members 
are bankers. 

The committee’s report falls into two 
| distinct parts. The first deals with the 
privatisation. of government-linked 














DBS is 48% owned by 


Temasek. 





— the Civil Aviation Authority, Port 
of Singapore Authority, Public Utilities 
Board and. Telecoms. Since the boards 
provide essential services and are natu- 


ral monopolies, there are political issues | 


beyond the scope of the committee, it 


says, that are raised by their privatisa- | 


tion. These include the potential con- 
flict between the interest of sharehold- 
ers and of consumers. 

The main advantage the committee 
sees in the sale of shares.in concerns like 
the Public Utilities Board and Telecoms 
is that entirely new sectors of the econ- 
omy will be thrown open to investors. 
Only a partial sale is required to.do this 
while internal control can remain with 
the government. Even so, the supply of 
25% of the- four boards tothe. public 
would raise $$3.03 billion, more than 
ae Combined value of shares to be sold 


>In addition, total prie 
vatisation.is notconsidered 
likely for the. five largest 
government-linked enter 
prises on the list. at least for the foresees | 
able future, In each case —~ SIA, DBS, 
Keppel, Sembawang Shi 
tune Orient Lines — the comm 
the government should reduce $ 
to “about” 30% . thereby remaining the 
largest. single shareholder. Informed 
sources say that a further cut may be 
made in some. cases if the right buyer 
comes along. 

In SIA’s case, a drop in Temasek’s 
Heep from 63% to 30% should re- 
lease a large tranche of shares for over- 
seas investors. As long as oe 
own at least 51% of the airline. nts lande i 
ing rights should. not be affected. So the 
foreign component could rise from its 
present ceiling of 20% to 49%. As for 
DBS, the committee says. "it would stili 
be useful for the goveramient to re 
main the dominant shareholder in the 




















| i led Dy- y at, 
interest groups,” and should stay that 
way. 

The committee believes that, as long 
as the privatisation programme is con- 
ducted in an’ orderly manner, the 

‘kmarket should not have too much 





of scrip. Stockbrokers seem to agree. 
Judging by the past 10 years of share is- 
sues, the committee reckons the mar- 
ket's absorptive capacity is $$485 mi 
lion a year. If all the government-linked 
companies and 20% of statutory board 
“Shares are sold to local investors, the 
average annual supply of shares totals 
$$530 million, leaving little room f 
private sector to tap the stockmarket for 
funds: But the demand for s 

the next 10 years is likely to: increase, 
particularly if Singaporeans draw down 
more of their CPF balances for equity 
investment. 
The most difficult question to answer 
s what effect the privatisation will have 
on the management of the divested com- 
‘panies and on the statutory boards. The 
“report probably went too far to-allay the 
evident fears of executives of govern- 
ment-controlled companies that radical 






























difficulty absorbing such a large supply | 


a 
ture after privatisation, an undertaking 


should be given guaranteeing them em- 
ployment for a minimum of, say, three 
years in the event that the government 










pensated in accordance with the guaran- 
fee. ; 









The managing director of one of the 
largest state-backed firms listed for 





DBS Bank 















| Banking 
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‘Keppel Corporation ` 











-iF 
| Ship repair, rig building, 
property and financial services 









| Neptune Orient Lines’ 
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Sembawang Shipyard/ 
Sembawang Holdings 














| Ship repair and shipbuliding 











changes were afoot, because if there is 
-no change i managerial attitudes there 
is little point in jie ae 





































he sale of shares in government- 
owned companies is a necessary, but 
nsufficient, condition for rejuvenating 
the private sector in Singapore. If there 
are not more and. better local business- 
men, firms controlled by the state would 
do better under current: management. 
Michael Fam’s committee sees this as 
the most important issue i 
tion, If the government gives-up control 
{the bigger firms, “they must not be al- 
owed to-decline through lack of direc- 
n and support. They should therefore 
ec passed only to capable and deserving 
groups in the private-sector” — and 
ere are precious few of them around. 
One reason for the dearth’of local | 
nagement is tbe way in which Singa- 
pore’s economy} has grown over the past 









too dependent on foreign investment 
because of the poor:competitiveness of 
local business. In 1986, local manufac- 
_turing investment.commitments. total- 

d a mere $$253 million, only 21% 
of foreign investm 0.7% of 
gross domestic “product. However, 
_ Singapore has one of the highest domes- 
fic savings rates in the world -— 42.8% 
of GDP fast year. Savings. are’ not 
ing channelled where they” are 
eded. 






















4,337,697 | 
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Saving i is no virtue 


The Central Provident Fund stifles private investment 


Augustine Tan, the chairman of the 


parliamentary committee on finance 


and‘ trade, suggested to the legislature 
on 13 March (the day the privatisation 


| report was published) that public spend- 
» ing and public savings were much too 


large. ‘In 1986, expenditure by the gov- 


ernment and statutory boards (but 
| excluding state-controlled companies) 
accounted for 46% of GDP: This is | 


about the same as in developed coun- 
tries (the OECD average in 1984 was 
45%, the same as Singapore in that 
year), but two-and-a-half times more 
than in South. Korea and over half as 
much again as in Taiwan‘and Malaysia. 

Most . developed . countries “make 
large welfare’ payments from govern- 
ment coffers, but there are no such bur- 
dens on Singapore's public purse be- 
cause pensions and héalth-care outlays 
come from the CPF. Unemployment 


benefits are anathema. Finance Minis- 


ter Hu pointed out in response to Tan 
that if spending by the Housing Board 
were ‘excluded from the figures, Singa- 
pore’s . public spending- -to-GDP ratio 
would fall to 25%. If only recurrent 


‘spending was calculated (and the public 


housing scheme excluded again), the 
proportion. would fall to 15%, below 
T aiwan’s, he said. 








Tan seems to have a stronger point if 
savings, rather than spending, is high- 
lighted. For the first time since Singa- 
pore attained self-government in 1959, 
gross national saving exceeded gross 
capital formation last year in the midst 
of Singapore’s worst recession, despite 
a 15 percentage-point cut in the employ- 
ers’ contribution to the CPF. The result 
was that domestic demand was depress- 
ed even further, shrinking by 1% in 
1986 after a fall of 3% the previous yeat 

One reason; Tan believes, is that th 

overnment tends to err on the side of 
inancial surplus, despite frequent fore- 
casts of a deficit. The public sector is ex- 
pected to have recorded an overall surplus 
yet again in the year ending March 1987 
of $$516 million against a forecast a year 
ago of a $$3.22 billion deficit. The gov- 
ernment consistently underestimates 
tax revenue and overestimates expendi- 
turë, These surpluses put upward pres- 
sure on the exchange rate and eroded 
manufacturers” competitiveness. 


T. most important: factor: behind 
the unwieldiness of public savings is 
probably the bloated sizeof the CPF — 
$$29 billion in outstanding deposits, 
equivalentt0.82% of GDP In 1980, the 
figure was 41%. Currently contributors 
to the CPF are allowed to withdraw up 
to 40%_of their “investible balances” for 
“approved” investments, such as trust- 
ee shares and gold. But total investible 
‘balances are only $$2.3 billion and of 

















professionalism may not be 
there was a Peter Tham on 
the! “he said. (Tham was a direc- 
-tor of. Pan-Electric Industries who is 
‘nos y serving an eight-year sentence for 
“That may.mean we are dull, 
¢ still blue chip,” he suggested. 


holesale changes to the board- 
om are unlikely in any event. 


¿committee points out that ‘a | 
Miber of state-controlled firms have . 
ivil servants as directors and - 


ests that new directors from the:pri- 
e sector should be added as soon ‘as 
possible. 

_If the corporate plans of Singapore 
National Printers (SNP) are an indica- 
tion, big changes in management style 

slowly. SNP is the govern- 

er, and the first company to 

1 g on the Stock Exchange of 
Sing: gapore Dealing and Quotation 
(SESDAQ) market, having sold 36.8% 
‘of its equity to the public and associates 


in February. The seven-man board con- 


one businessman at th 
though the chairman, Lur 
g Wah (who is also general ma 


tains is ony 


ger of Temasek), says the firm intends | 
o add more executives from the private’ | 


ly, S$85 million has actually been 
ed o- purchase shares (anc 
ligib le amounts have been 
gold): In fact, the fund is heavil 
owards investments in unpre 
~ housing. 
Virtually. nothing has. been 
about liberalising the savings side oft 
CPF. A small pilot project was started 
by a few companies in 1984 whereby a 


: part of the employers’ CPF contribution’ 


each firm was set aside to build up a 


fund for employees. Nor is it clear ` 


iether the total share of incomes to.be 
handed.over to the CPF will rise.or fall 
in the future. In:1986, the employers’ 
contribution to the fund fell from, 25% 
gross income to 10% for two years “in 
instance.” Employees:continue 

pay 25% to the CPF. 
the latest budget, Hu. said that 
‘though the long-term target rate cannot 
et be determined, it is already. clear 
that any increase in the CPF rate after 


| these two years will have to be gradual.” 


However, some: analysts say that the 
government should dismantle the CPF 
A: ; Bltogether, because the fund is begin- 
nin to.outlive its usefulness. 

n.the past the CPF had two. func- 
tions: to stop the economy from. over- 


heating by absorbing some of the steam ` 


from domestic demand, and to provide 
a captive form of finance for building 
< Singapore's infrastructure. The result 
was that the.city-state became over-en- 


dowed with buildings, with too few pro- | 


formed well. The effect on the st 
been more noticeable at this stage than | 





| pre 
{own admission, expects. the long-term 





This was reflected in choosing to list 
on SESDAQ, which has what the firm 
regards as an attractive scripless trading 
system. The enterprise was suffi ciently 


large and profitable to seek a quotation 
on the main board, but went for the sec- 


ond market partly because it would. i 
no problem to graduate later if it. per 
as 


ny change in management style. Em- 
loyees were able- to subscribe. to 


au 
800,000-shares. They see that the share 


price. will be tied to the company’s pro- 
fits and thus how well they work, Lum 
says. The company’s higher profile has 
boosted morale, 

Allocation of shares to staff 


“one: of the most beneficial effects of 


privatisation, and the report suggests 

that management buy-outs should be 

considered in certain cases. But the car- 

dinal point is whether the programme 

has much effect-on the. 

are run. Even if the plan sc 

fully, the government will still have the 
in many areas of industry and 
f $$2.88..b 


nded, S$5.86 bi 
e poe of officialdom. 


Fins 


uet b isinesses to put in: them. Aad 
oreign reserves are now almost as 
ngapore dollars, as its CPF 
nd are held largely offshore. 
ructure finance and excessive 
demand are no longer such 
sues. The government, by its 


growth rate to ‘be about half that pre- 


 vailing from 1965-85. In. addition, the 


government should be able to use more 
effectively: its fiscal and, more particu- 
larly, monetary policyto dampen de- 
mand when necessary in the future. 
Some analysts say payments to the CPF 
should decline as public capital spend- 
ing contracts, pavi ss way for the dis- 
mantling of the fund as an institution. 
The most important change is to re- 
move the quantitative strictures on sav- 
ings, and ration it instead through in- 
terest rates. A tiny step was taken in this 
direction last year when the interest on 
CPF deposits was allowed to float. Pro- 
fessional, private pension. funds and 
health-insurance schemes can take over 
the management of the existing savings 
currently: locked into the CPF, The 
long-run. level of savings is. unlikely to 
fall dramatically in a Confucian society 
like Singapore’s, and, if it does, it will 
merely. reflect. the decline in develop- 
ment projects. As.a result, savings will 
be channelled to. private businessmen 
with bright investment. ideas, rather 
well-meaning bureaucrats, 
: z a Migel Holloway 


| 
| 
| 
| 





A shotin 
the foot 


Dragonair makes a weak 
allenge to Cathay Pacific 


By Michael Westlake in Hongkong 
of once, the latest battle between 
Hongkong s Cathay Pacific Airways 
and tiny rival Dragonair over routes at 
Hongkong’s Air Transport Licensing 
Authority (AT LA) was. Jess act 
ous and far shorter than expec 


tics, Dragonair seemed to have 
self in the foot, forcing it to retire hurt” 
until the next ATLA hearings sche 
duled for July. 

The hearmgs, which opened on 16 


' March, were to consider, first, Cathay’s: 





application to renew its ATLA licence 
to operate between Hongkong and 
Tokyo, Vancouver, Seattle, Guam 
Honolulu, San Fran- 
cisco and Los Angeles, 
plus Toronto as a new 
destination, for a 
further five years, 
though. its. present H- 
cence still had about 18 
months to run. 
Dragonair objected 
on five years was too. 
sath 


and that Ca 


tention of 

Seattle, Guam, 

lulu or Los An 

Cathay respond: 

time and the options of sever 
mid-points for its planned rou ! 
ronto because öf difficulties which 
might occur in upcoming ta 
air-service agreement (ASA 
Canada and Britain, under whi 

kong falls: 

Round One went to © 
lunch, with a conditio 
new licence is valid. tor only twe 
years. 

The second part was to 
Cathay’s application tor 
for all ofits desti 
Asia; Australa an i 
lowed by Dragonair’s applicatio 
cences to fly to Kuala Lumpur, Pe 
Kota Kinabalu and Johor Baru, 

Dragonair’s December application 
for the Malaysian routes was rejects 
on technical grounds. But the re-sub 
mitted application was officially too! 
to be included in the March. hearin 
Thus, it seemed that Dragonair soca 
would be held-overauntil July. 

There were two lines of argument 
open to it: displacing Cathay. which has 
long had services to Kua Hn are 
Penang and is a joint-venture partner in 











a e u gr E > 
Malaysian-Briti ASA which Dragon- 
air says are unused at pre 

In the event, Dra 









permitted to submit a case limited to ar- 
:guing for substitution’ at this month's 
hearing. 

Dragonair’s case then rested on prov- 
ing that Cathay’s services. were in- 
adequate and could be bettered by 
‘agonair. It said. it would run daily ser- 
vices to Kuala Lumpur and to Penang 
-using narrow-bodied Boeing 737s with 
ight business class and 110 economy 



















Lockheed TriStars wae aa 74 
business class seats and 212. economy 
seats, 

Wrong, said Cathay: about 20% of 
its traffic was in first and business class- 
es, so what Dragonair would obviously 
be unable to carry in those high-yield 
classes would migrate to the foreign 
competition. 

-Dragonair also argued. that all 
Cathay’s flights left Hongkong imthe af- 
ternoon, and left Penang and Kuala 
Lumpur the next morning onthe return 
trip. As MAS and China Airlines flights 
between Hongkong and Kuala Lumpur 
left at similar times, Dragonair. would 
offer the public a wider choice by:Jeav- 
ing Hongkong in the mornings and 


1g ; . 
! most passengers wanted to travel at 




















‘those times..and not at Dragonair’s 
suggested times; and secondly, after- 
noon de paranes from Hongkong ena- 
bled all three airlines to feed traffic from 
North Asia.into the route to Malaysia, 
without which there was not enough 
traffic to support the present number of 
services — let alone’the daily service 
proposed by Dragonair. 

“At this stage, ATLA chairman and 
High ‘Court Judge Ross Penlington 
ruled that Dragonair had not estab- 
lished aprima: facie case. But since 
Cathay had not objected to Dragonair’s 
application to fly to Johor Baru, that 
was granted, though with ATLA’s re- 
servations about.the economics: |. 







































èri Lanka’s Finance’ Minister Ronnié 
el has warned the government 

1e country’s financial situation. is 

g “extremely grave.” The 

aso Ss given were: escalating defence 
diture, 
s and an increased import bill re- 
ulting from rising crude-oi and wheat 
ices, 
De. Mel told his'cabinet colleagues 
that’ defence and defence-related ex- 
-penditure had climbéd to about Rs 15 
billion (US$517.24 million), absorbing 
early 35% of Sri Lanka's domestic 
budget — excluding aid and loans. In 
ro-rata terms, for a country the size of 
defence budget is one of 

ighest, he said. In mid- 



















ilfion “of defence was presented to the 
cabinet and is expected to be approved 
by parliament. 
Other adverse factors on the coun- 
“try’s economic situation are the sharp 
irop in prices for major cash crops — 
ea, rubber and coconut. Consequently, 
oth export earnings and government 
evenue are suffering. Increases in the 
rice of imported crude oil and wheat, 
nd the debilitating effects of the worst 
_ drought since. 1951, which has hit ag- 
tural production further aggravate 


ment economists say the dry 
èd in a arge drop in 





iary food crops: ; 
unds for drought: 
ught and Colomb: 
ikely donors of foreign aid. The gov- 
rament estimates a 30% decline in the 
mestic rice crop: 
rought and troubles in the 





















and Eastern provinces, where a four- | 





F ayingt the price of war 


depressed commodity — 





year war against Tamil 
separatists has cost more 
than 5,000 lives and dis- 
rupted economic activi- 
ty. The fisheries industry 
has been particularly 
hard hit, with the catch 
estimated to have drop- 
ped by about 50%. Re- 
ceipts from the tourist in- 
dustry have also fallen by 
about 50% compared 
with 1985. 

The finance minister 
called for heavy cuts in 
government capital 
spending to weather the Rev! 
storm, though he has.no plans:to trim 
expenditures on social welfare services, 
including health and education. In a re- 
cent interview with the REVIEW, de Mel 
estimated gross domestic product 
growth in calendar 1987 will be 3-3.5% 
compared with anestimated 4% in 1986 
and 5% a year earlier. Agriculture is the 
major contributor to GDP and the ef- 
fect of the drought will be a major factor 
in reduced growth this year, he said. 
This would be compounded by reduced 
development expenditure. 

The reduction in capital projects will 
mean a drop in foreign aid. De Mel esti- 
mates that 1987 aid will be around 
US$550 million, down from US$700 
million last year. Addressing ambas- 
sadors from donor countries in Colom- 
bo on 10 March, he said thata reduction 
in the volume of aid that has been given 
in recent years would be -counter pro; 
ductive.” 

“Unemployment in 1987 will rise-to 
around 16% and debt-service will ab- 
sorb about 30% of anticipated export 
earnings, de Mel told. the cabinet. The 











repaying Rs 15 billion in commercial 


debts’ incurred by state- 
`» owned “companies such 
as Air Lanka, the ship- 
ping corporation and 
the cement corpora- 
tion. 
De Mel warned that 
lack of fiscal discipline 
could result in:the ‘need 
to re-impose import and 
exchange controls which 
i oe create. a short 
supply situation.” An 

anced budget deficit, 
; he said, would compel 
“inflationary financing 
‘and resorting “to the 
“printing press for funds. 
He said that if the necessary efforts were 
not made to keep the 1987 budge 
track, the country risked los 
facility totalling Rs 6.5 billion. (Sri 
Lanka is ‘also negotiating for a World 
Bank loan of Rs 4 billion on conces- 
sionary' International Development 
Agency terms and this, too, would be 
jeopardised by not keeping within fi- 
nancial targets and not working out a 
clear and consistent industrial policy, he 
said.) . 

External reserves which were suffi- 
cient to finance six-and-half months of 
imports two years ago, had now dwin- 
dled to` a three-month capacity. How- 
ever, despite budgetary problems and 
the 30% debt-service. commitment, de 
Mel is. confident that Sri Lanka will be 
able to meet its foreign-debt obligations 
without having to resort to reschedul- 
ing. External debt stood at Rs 83.2 bil- 
lion in October last year, up from Rs 
66.1 billion a year earlier. The broad 
money su pply iw) grew by Rs 1.6 bil- 
lion from: Fanuary-Novem £1986. 
Manik de Silva 






































How would you like to spend 
your first few hours in Europe? 
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| The usual way. 


ae 





e 





The SAS way. 


There's no getting around it. Even if you fly nonstop 
to Europe it means spending a long time in the air. 
Probably overnight. And very often the place you land 
in won't be your final destination. So you have to 
make a connection. And that could mean hours of 
waiting when your patience is wearing quite thin. 

We'd like to offer an alternative. 

Start your journey with a short hop to Bangkok and 
then fly SAS First Business Class nonstop to Copen- 
hagen. One of Europe's most efficient and fastest- 
growing “gateways”. And if you have some time 
before your connecting flight, you can enjoy our 
“Copenhagen Treat”. 

A limousine will “fly” you to the Hotel Scandinavia, 
one of SAS's specially-selected business hotels. You 


can relax in a private room, have a sauna, and start 
the day properly with the breakfast of your choice. 
Then it’s a limousine back to the airport and the last 
leg of your journey. 

And now for the best part. 

The normal business class fare buys you a First 
Business Class ticket on SAS. And the “Copenhagen 
Treat” is free. 

The principle behind today's SAS is simple. We're 
making it easier for people who travel on business. 
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The Businessman’ Airline 
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SELECTED AS 
THE INVESTMENT BANK 
FOR A $175,000,000 
OFFICE/APARTMENT COMPLEX, 
THE LARGEST US, INVESTMENT 
i pa ? INTHE HISTORY OF BEIJING. 
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ADVISED AND ARRANGED 
THE FINANCING FOR 
gb THE NEW HONG KONG TUNNEL, 
A ONE OF THE 
LARGEST INFRASTRUCTURE a 
PROJECTS IN THE HISTORY —- REOYA in 
OF ASIA. reall 
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COMPLETED THE TUNG 
AND WAH KWONG 
RESTRUCTURINGS, 
THE LARGEST 
RESTRUCTURINGS 
IN THE HISTORY OF 
THE SHIPPING INDUSTRY. 


WE ARE PROUD TO HAVE MADE A LITTLE HISTORY OURSELVES. 


The three events indicated above provide 
the introduction to our new regional invest- 
ment banking office in Hong Kong. It adds a 
key new dimension to nearly a decade of 
involvement in the Asia Pacific 
region, boosting to 180 our number 
of professionals dedicated to serv- 
ing this part of the world. 

In addition, we are the only 
U.S. investment bank with offices 
in the People’s Republic of China. 
Our scope extends to Japan, where 
we have 100 professionals in Tokyo. 
And to Australia, where we have 
established an investment banking 
and trading presence in Sydney. 

We offer investment banking 


SHEARSON 
LEHMAN 
BROTHERS 


An American Express company 


advisory services, including M&A, restructur- 
ings, privatization, and ee advisory services. 

Our investment banking and capital markets 
activities range from commercial paper 
programs, to private equity 
placements, to interest rate and 
currency swaps. 

Each service is backed by our 
capital commitment of $2.65 billion 
and one of the most respected and 
extensive distribution systems in 
the world. 

Perhaps we can help you make a little history. 
In Hong Kong, contact Jaime C. Gonzalez 
at 526-4165. In Tokyo, Kiyonobu Shimazu at 
505-9000. In Sydney, Ken Allen at 233-4679. 


MINDS OvER MONEY.’ 


1987F Shearson Lehman Brothers Inc 





: Stimulative measures 


Taiwan plans more public spending in fiscal 1988 


| By Carl Goldstein in Taipei 


= aced with an increasingly unfriendly 
ternational economic environ- 
faiwan’s budget writers are em- 


nand and private-capital formation. 


development will have. a ripple effect on 
the 


e appreciation of the NT dollar |i 


he impact of trade legislation to be 

gted -on in Washington later this year 
hi des to cut exports back. sub- 
sani ly: Policymakers in Taipei are 
thus looking fora new engine of econo- 
mic growth, and they think they have 
found itin the nation’s vast store of 
ed domestic savings, which 
cceeded domestic investment 


The budget for fiscal 1988 (beginning © 


uly) called for record central-govern- 
nt spending of NT$479.67 billion 
$$13.9 billion up 11% from the cur- 


iT fall v ‘was to be made up ot the issue 
T$59.5 billion worth of government | 


nds, also a record amount, plus addi- 


ae. borrowings anda surplus from fis- 


Executive = Yuan, Taiwan’s 


inet, handed the budget for fiscal. | 


988 over to the legislature on 16 


March. It is e poran to pass with only f 
y 


: minor changes by the end of June, ©" 
o The deficit s 
st step towards Keynesian fiscal po- 
licy yet adopted by Taipei’s conserva- 
tive’ financial authorities. The. chief 
economist at a government bank ‘said: 
“This is an overdue move, but ‘it will 
“nly redress to a small degree problems 
at have been accumulating for more 
tman five years.” 
‘Chief among these is. declining 


domestici investment. Despite an upturn | 


in the second half°of calendar 1986, 
d domestic capital formation as a 
roportion of gross national product has 
allen: steadily, from 31% in 1980 to 
18% last year. The new budget forecasts 
a reversal of the downward spiral, with 


|. capital formation rising from an esti- 


ted 19% in the current budget yearto 

% in fiscal 1988. 

-| © "Foraccomplish this, the government 
| will step up spending on 14 major infra- 
structure poce, among them electric- 
power development, telecommunica- 

-tións modernisation, harbour projects 
and highway and railway expansion. 
Spending by all levels of government 
and.state-owned enterprises -on the 14 


| projects during the fiscal year will total 


|. NT$111 billion, -up 18% from the previ- 
ous year. The hope is that increased 


ublic investment on infrastructure 








‘gave 
f formation by 15. 3%. 
The phenomenon of declining ape 


tal investment has serious implications 
for Taiwan’s efforts to upgrade its in- 
dustrial structure in the face of 
heightened competition from lower- 
cost competitors. The Chine: 

sity for savings, together 

tny towards future economic ar 


TAIWAN'S 
FISCAL 1988 
BUDGET 


ENTS biian i 
TOTAL EXPENDITURE 





towar 
Increased spe E 

jects also is intended to moder 

trade surplus Taiwan enjoys at 

pense of the OS. The trade gap 

the two countries amourited to 

billion in 1986, Top government 

cials have said US firms will be given 

preferential consideration in bids for 

acts, despite displeasure: 

n ‘governments and 
i ‘aise hepa to ge inan 


six or seven years. 

likely fall-off in exports lat 
in the year, the government is f 
ing that exports will only grow 12 
fiscal 1988, compared to an. oxy 
20% in the current budget year. B 
target for fiscal 1988 could well be over- 
optimistic, Government- economists 
said the budget assumed ar 


| rate of NT$35:US$1. Yet, th 


lar r had already reached NT$34.4 b 
March. With the US, Taiwai 
chief trading pa fer, pres 
Taipei t g 


{forecasters were ex 
` rate “toe reach 
f NT$32:US$1 b 
“tender 1987. 
analysts . are pei 
litical pressures from 





incites payriant oc debt, eiio heer 


goverymont, ene 


nding marks the: bold- 


V CETIS] 

Other revenues, + a% 

Wons 

Sales óf state anyets, —10% 
Pozen 

Deficit bétween expenditure and revenue” 


E 


Note: Aline relato coita governinerit only 


litical developments i in Taiwan, have re- 
sulted in a widening gap: between sav- 
ings and investment. In 1982, domestic 
savings exceeded investment by NT$9.2 
billion. By 1986, however, the gap had 
widened: to NT$58 billion, as national 
savings reached NT$102.7 billion com- 
pared to investment of NT$44_7 billion. 

For fiscal 1988, savings are expected to 
reach NT$126.6 billion, amounting to 
39% of GNP. 


i; another measure aimed at stimu- 
lating domestic demand, the. gov- 
ernment granted a-10% pay raise for 
civil servants, soldiers and teachers, a 
move that: will inject an additional 
NT$17 billion into the economy. In the 
current budget, by contrast, the govern- 

‘enforced a wage freeze to 


HENTES mifiion plus NTSTS.5 billion surplus frien 
previous year. 





ington anda > l 
sur lus may p j 
‘do dollar up as high as 


Oe ea econd 
tar eted for T, 


below projected lev 
~ tuabfigure may besu 
jess, By contrast, g 
calendar 1986 was. 


European markets and sti 8 
wey US demand combined to give 
Taiwan its best year since 1978. 

The budget predicts : 
sumer-price index {C will jump 
3.75%:im fiscal 1988 because of the im- 
pact of a sharp trade surplus-induced — 
rise in the money supply. Taiwan's strict 
foreign-exchange controls ; 
foreign earnings to be sold to the central. 
bank for local currency. As a result, the 
narrow MIA (defined as-currency in cit: 
culation, chequing accounts and. pass 
book deposits) had by end-January in 
creased 54% compared with a year ear 
lier. The inflationary pressure of the 
money-supply increase could result in i 
level of inflation substantially beyond 
the budget writers’ expectations, ES- 
pecially if oil prices rebound: In 1986, 
the CPI rose only 0.7% over the previ 
ous year. E 



















By John Mulcahy in Hongkong 


; t certain times in bull markets, com- 
panies appear to derive. benefits: 
| from consolidating their: disparate in- 


“propriate circumstances, they glean 
even greater benefits by separating 
hem. 
< Hongkong’s “princely hong,” Jar- 
¿dine Matheson Holdings, the Bermuda- 
registered holding company. for the 
group whose ties to the territory: coin- 
cide with the birth of the colony itself, 
has completed its restructuring: exer- 
cise. Now, Mandarin Oriental Interna- 
< tional, the vehicle for the hotel interests 
| owned. by Jardine’s property associate, 
< Hongkong. Land, -is being cut adrift 
_from.its. parent in. a- process tested 
hrough the listing late last year of Dairy 
Farm International, which gathered the 
. group’s food and supermarket interests. 
e Shareholders in all the affected com- 
nies have been well prepared for the 
hive-off of the hotel group, first pre- 
-sented.as a. possible option last July; and 
_ firmed up as a probability in November. 
«The deal’s architects have wisely 
-excluded.. from Mandarin | Oriental 
everything but the management. con- 
tract for the . bedevilled Vancouver 
Mandarin hotel, an operation which 
“seems to exemplify the group’s past per- 
formance outside Hongkong: Provi- 
< Sions totalling more than HK$150 mil- 
‘Mion (US$19.23 million) have been taken 
_ by Mandarin Oriental against the hotel 
r the five years to.1986, and 
r of the five years the non-Hong- 
rations incurred losses... 
Ben question that needs to be.asked 
is how much longer the group intends 
- persisting with loss-making operations, 
-and whether the interests of sharehold- 
ers would be better served by a slimmer 
rganisation. 














































terests. At a later stage, given the ap- 
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The Bermuda triangle 


‘Mandarin hotels cut adrift in Hongkong Land carve-up 


Land shareholders have comé to'ex- 
pect the formula which gave them, a 
generous premium over book value in 


“the. Dairy Farm -hive-off, and which 


should be repeated with Mandarin 
Oriental, whose assets include the Man- 
darin and Excelsior hotels in Hong- 


kong, the Bangkok Oriental and the River . 


City shopping compl in the Thai capi- 
tal, the Oriental hotel in Macau and 
Mandarin hotels in Manila and Jakarta. 


The company has management con- . 


tracts over the Mandarins in Vancouver 
and San Francisco. ` 
The lion’s share of earnings. stem 
from the Hongkong hotels, valued by 
Jones Lang Wootton at HK$1.55 billion 


for the Mandarin and HK$860 million | 
for the Excelsior. These two establish- - 


ments —— the first the epitome of “grand 
luxe” elegance and the second high- 
turnover kitsch — together account for 
more than 78% of the group’s assets 
and, for 1986, almost 97% of attributa- 
ble profits of HK$142.4 million. 


hile the Hongkong hotels are 

Wwholly owned, the other group 
hotels included in the package are all 
joint ventures, with interests ap- 
proximating 50% in each, and a total 
value of HK$662 million. Ironically, the 
Excelsior has traditionally been re- 
garded as extraneous to the hotel 
group's core business and negotiations 
for its sale have at times reached an ad- 
vanced stage. Now, it forms a key ele- 
ment of the earnings profile. 

Hongkong Land shareholders are of- 
fered the right to subscribe for 200 Man- 
darin Oriental shares for every 1,000 
Land shares held, at a price of HK$1.54 
a share, and 93 shares in Jardine 
oag Holdings (JSH — the group's 

I holding company) for’ every 














The present value of Hongkong 
Land; according to some estimates, is 
around-HK$8.50-a share after taking 
into account the. forthcoming transac- 
tions, explaining: the market’s reluc- 
tance to push the price too energetically 
in the immediate aftermath of the docu- 
ment’s release, Mandarin Oriental’s at- 
tributable profit is estimated at HK$190 
million ‘for this year, after HK$142.4 
million. last year, but.unlike the Dairy 
Farm documents the group has declined 
to give a forecast of Hongkong Land’s 






























Oriental, held through JSH, will 
34.9%, a fraction below the 35% trigg.. 
pointforabid. o .. 

-Sceptics of Land’s future, pointing to 
the rundown. in assets. since the de- 
merger programme: commenced, argue 
that ithas been stripped of appeal, and 
its future is predictable within the con- 
straints of Hongkong’s: property mar- 
ket. Supporters, on the other hand, 
proffer.that the group has a great deal 


oing for it,.as the Hongkong Land 
Property Co., the stump remaining from 
the former three-leggedistool, has excit- 
ing prospects. o o uy 

The most interesting is the possible 
adjustment to the very face: of 
downtown Hongkong, through a part- 
reclamation, part-redevelopment in the 
vicinity of the present General Post Of- 
fice..This could.create a complex rival- 
ling the group’s prestigious. and pricey 
Exchange Square development. 

Where sucha development would 
leave the. Mandarin Hotel’s: harbor- 
view is something else worth ponderin 
and configurations prepared by im- 
aginative analysts include a resiting of 
the Mandarin on the waterfront, as a 
centrepiece of the new development. 

Successive asset sales and the dis- 
posal of its non-property interests will 
leave Land with debt of around HK$4.2 
billion, down from close to HK$14 bil- 
lion three years ago. Gearing has been 
driven down accordingly, to the point 
where debt: equity after the Mandarin 
Oriental demerger should be below 
25%; based on shareholders’ funds of 
slightly more than HK$18 billion. 

A point- to ponder is the. Jardine 
group’s ambition for Land, and in this 
context the smart:money seems to be on 
an. outright sale “at the right price.” 
What that price may be depends largely 
on the group's. own reading of Hong- 
kong’s future, .a question:that would | 
seem. to answer itself by virtue of the 
Bermuda registration of everything ex- 
cept Hongkong Land Property Co. 























NESIN Enea 


Standard Sharta. One of Britain's largest 
independent international panks. A world leader in 
international money ‘management and currency dealings, 
with multizcurrency deposits in excess of £28 billion. 
And with over 2,000 branches in. more than 60 countries. 
in tact all the credentials you're looking for if you're 
planning to invest in the offsnore.money market. Choose 

“between ten Standard Chartered funds. All offer the 
security of a Jersey based bank, and the advantages 
of significantly higher interest rates available to the 
company on the interbank markets, normally only 
available to investors placing sums equivalent to US$ 1 
million or more. 

; Ang yet the minimum deposit is only £1,000. 
} CURRENCY FUNDS 
“These funds are for those who prefer to manage 

wn portfolio of currencies. There's a choice of 8 

g, US$. Can$, Aus$, Deutschemarks, Swiss 

ECU and Yen with no initial charges. Switching 

currencies when you think the moment is right 
couldn't be easier, and there's the flexibility to realise 

-yout holdings when you want to at short notice — just 
two. days. 











MANAGED FUNDS 

You éan put the vast experience and expertise of 
Standard Chartered Managers to work on your 
account by investing In the Managed Funds. The aim ts to 
maximise growth by balancing interest rates with rates 
of exchange and with the help of 20 dealing rooms 
around the worid, providing up to the minute market 
information round the clock, Standard Chartered 
is particularly well placed to meet that aim. Management — 
charges and fees are low and you can realise your 
Holdings. with just two days. notice and choose the 
Dollar or Sterling fund depending on how you 
measure your weaith. 

To find out more, just call Allan Wong on 
5-243037/5 8444283 or simply fill in the coupon below 
and we'll send you a Fund Prospectus. To: Mr Allan Wong, 
Standard Chartered Bank (C.1) Ltd., 9/F Gloucester 
Tower, The Landmark, Central, Hong Kong. 
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| Please send me a copy of the Fund's Prospectus and Applicaton form. Audited accounts are avaliable on request, 


Address 











































Results: The audited consolidated results for Cathay Pacific for the year ended 31 st December 1986 were: 


Year ended 31st Detenber 
1986 1985 

















DAOS o SE a HKM HKSM 
, over Pa gs E l 2,059.1. 7,524.9 

`: Operatin ees fle 1607.4 ; 
oat 2 : 124.9. 44.4 

AR : 1482S © ouie B50. 
l 59.6 i i Aci 
n BSADA EEE i 898.2 
we 297.0 110.7 

: aie 1,245.1 787.5 
aa s 11.0 10.0 

. Profit attributable an eholders 1,234.1 777.5 
Dividends CASE man ES ' ; 530.4 . 388.8 

| ae 703.7 388.7 

. Enap pr abi 3 P , 46.50 29,3¢ 
eee i eNtttteeeninmmmetttstsnnnnetnnnteemt 


Cathay Pacific earned record profits in. 1986; Attributable profits for 
the ‘year, at HKSI,234:1 million, represent a 58.7% increase on the, 

“previous year's results and comfortably exceed the forecast made at 
the end of April 1986 when the Company was floated. These record 


sine the adverse impact on unit costs 


; : of 600 per shave absorbing 
 AKSIS9. 1 million was paid to shareholders on 30th September 
1986, The directors will recommend to shareholders at the annual 
general mnéeting on 27th May 1987 the payment of a final dividend 
of 14.0¢ per share, payable on 29th May 1987 to shareholders, 
registered on 22nd May. 1987; the share register will be closed from 
th May 1987 to 22nd May 1987, both dates inclusive. The total 
ividend for 1986 would thus amount to 20.06 per share, as against 
19.00 per share forecast in the prospectus issued. in April 1986. 


< Operations: 1986 was an extremely busy year for the airline. Two" 
new Boeing 747-300 extended upper deck aircraft were acquired 
E total number of aircraft operated up tò twenty-one: 
ing 747 aircraft and nine Lockheed TriStars,.This enabled 
company to introduce i important new services and to-upgrade 
: new destinations were added to the scheduled 
pany bringing the total number of 
and its joint service partners up to 
ring the year totalled 3,186.8 million 

















; Good returns from funds with invest- ` 


tonne kilometres representing a growth over 1985 of 14.6%. The 
revenue load factor improved:slightly to.70,2 %. 


Prospects: Looking to the future with confidence, Cathay Pacific 
took delivery in February 1987.of onë further. Boeing 747-300 
extended upper deck passenger aircraft and the Company currently 
has on order one Boeing 747 freighter and one Boeing 747-300 
passenger aircraft for delivery in September and November 1987 
respectively, and two of the new.ultra long range Boeing 747-400- 


passenger aircraft which are due for delivery in the first half of 1989.) 0, ee 


There are also options available to the Company: for an additional 
Boeing 747-300 passenger aircraft to be delivered during 1988 and 
for seven more Boeing 747-400 aircraft for delivery between 1989 
and 1991, Meantime, 1987 has started-well. Passenger and cargo 
traffic volumes have both recorded good growth over the corres- 
ponding period.in 1986 and yields are being maintained. Fuel prices 
appear to have stabilised, at least for the time being. Assuming a 
continuation of the present favourable situation and in the absence 
of any unforeseen circumstances, the Company.can look forward to 
another good year. 


Earnings per share for both years are stated by reference to the 
2,652,325, 500, shares in issue following the share split which preceded the 
public offer for sale of the Company's shares in April 1986. The annual report . 
for 1986 including the chairman's statement and the audited accounts for the 
year ended 31st December 1986 will be sent to shareholders on 2nd’ May 1987. 


H.M.P. Miles 
Chairman 
Hong Kong, 18th March 1987 























Fearing the worst 










By Charles Smith in Tokyo 


he cancellation of Fujitsu’s propos- 
ed takeover of Fairchild Semicon- 
|, ductor Corp., the venerable but ailing 
N “grandfather” of the US microchip in- 
- dustry, has given Japan a new excuse for 
< claiming that the US is not playing fair 
in the current round of trade frictions. 
Japanese officials have- publicly 
imed that the US resorted to “intimi- 
dation” to get Fujitsu to withdraw from 
the deal, which would have involved 


































‘its French parent, the oil exploration 
company, Schlumberger. They. also 
make the..point that, since “Fairchild 
was already foreign-owned,” its acquisi- 

“on bya Japanese company could 
ardly be regarded as posing a “national 

“security risk” (the expression used by 
US Commerce Secretary Malcolm Bal- 
dridge in opposing the deal). 

All this seems reasonable as far as it 
goes. But electronics industry insiders 
clearly feel that Fujitsu should have 
stalked its target with more care. A 

| senior Japanese executive working fora 

“US «semiconductor manufacturer in 
Tokyo argues that Fujitsu ought at least 
to have sounded out the US. Govern- 

‘ ment before making its intentions pub- 

licly known last November. (An alter- 

native theory is that Fujitsu intended to 


ture leak of the takeover plan.) . 


previous’ unsuccessful 


recouping its position in the US market. 
The record includes two cases in which 
takeover attempts by Japan of small US 
hi-tech companies failed after interven- 
tion by the Pentagon. In one instance, 
Kyoto Ceramic bought and then resold 
a small defence contractor when orders 
Ae. up” after the change of owner- 
shi 
ae ti the deal with Fairchild had gone 
through, Fujitsu's position in the US 
semiconductor. market would have 
|» shifted from being the weakest among 
«the four main Japanese integrated cir- 
cuit (IC) makers to one atleast on a par 
with NEC, the market leader. Sales of 
the combined Fujitsu-Fairchild group 
would have been roughly.double those 
of Fujitsu alone. More important, sales 
of chips from the Fairchild factories in 


























imports and would have been exempt 
from the destructive “fair market value” 
(FMV) pricing system which has been 
imposed on. Japanese exporters by the 
current US-Japan semiconductor trad- 
ing agreement. 


Fujitsu gets caught in the middle of a war of nerves 


buying:an 80% stake in Fairchild from | 





AP. 


do this but was forestalled by a prema: | 


It was also. suggested to the REVIEW | 
by one industry source that the com- 
pany should have studied the history of | 
takeover . at- || 
tempts before trying to use this means of | 


the US would not have been regarded as , 





The FMV system is believed to-have — 


done more damage to Fujitsu’s sales in 
the US than to those of other major Ja- 
pane IC makers as a result of the 

igher prices set for Fujitsu's products, so 
that the company had even more reason 
than most of its competitors for seeking 
a quick way to increase ‘on-the-spot pro- 
duction in the US. Against this, the tim- 
ing of Fujitsu’s approach was ‘unfortu- 
nate — coinciding as it did with a well- 
orchestrated campaign: by smaller US 
chip-makers against aggressive be- 
haviour by the Japanese industry i in the 
US chip: market. 

The US Semiconductor Industry As- 
sociation (SIA) has accused Japan not 
only of dumping chips and keeping the 
Japanese domestic market. closed or 
partly closed to imports, but also of 
gross over-investment in domestic pro- 
duction facilities in a bid to dominate 
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puters to government organisa’ 
hinted at an early stage of the. hear — 
on the Fairchild acquisition that th 
would be more likely to win appro’ 
the Japanese Government were ta 
goodwill by ordering at least one 
supercomputer. 

The Ministry of International Trad 
and Industry (Miti), which denies tha 
the market is closed, apparently refas: 
to make a link between governme 
procurement and a purely private 
ness. deal. But Mui officials hinted t 
REVIEW that by doing so, they m 
tually have intensified DoC suspicic 
that Japan plans to “takeover” t 
supercomputer business from the L/S 
much the same way as it is alleged t 
have “targeted” the semiconductor 
market in. the early 1970s. 

A final link between supercomput 
and the Fairchild deal which may ha 
handicapped Fujitsu is the dor 
position of both companies as supp! 
to Cray Computer, the leading 
supercomputer manufacturer. Faire ild 
and Fujitsu are believed to be resp 



















































Baldridge; chip research: ‘security risk. 





world markets (REVIEW, 26. Mar.). In 


dine with this interpretation, the SLA ap- 
patently viewed the Fairchild bid as part 


of a Japanese “plot” to take over the US 
industry through a series of acquisitions 
of some of its more vulnerable com- 
panies 


A “domino theory” inwhich the “fall” 
of Fairchild to Japanese ownership 
would lead to a succession of similar 
events was uickly: formulated and 


“séems to have found favour with the De- 


partment of Commerce (DoC), the US 
Government-agency which is responsi- 
ble forthe problems of small Silicon 
Valley chip manufacturers. 

"In addition to worrying about 
dominoes, US officials seem also to 
have created a link between Fujitsu’s 
bid for Fairchild and the continuing dis- 
pute between Japan and the US over 
supercomputers tot which ‘Fujitsu is a 


“leading Japanese manufacturer). The 


DoC, Which suspects Japan of deliber- 



























tively the biggest and second-bigges 
manufacturers of emitter-coupled lo 
chips — the very high speed devi 
which form one of the core el í 
supercomputers, I their mar ' 
had been combined, Fujitsu migi 
been able to use its strength to Boo 
own position as one of Cray’s m je 
competitors in supercomputers. 
With the chances of acquiring a U 
chip manufacturer reduced virtually t 
zero by the upheaval over the Fairchil 
affair, Fujitsu faces a choice bety 
building its own US manufactarir 
facilities, or seeing its position in ih 
market weaken further as the FMV 
tem cuts its sales. Neither choice loo 
appealing, given the deep rece 
the m IC market, but the prosp 
ing ailing US semiconductor make 
such as F airchild may be even less attrac- 


thing to relax the tensions bul ding P 
between Japan and the US over Wists 
eral trade, 
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Technolog 


'rade in services poses policy prob- 
lems for both developing and indus- 
lised countries. New technology and 
changing international competitiveness 
have created insuppressible forces for 
“few policy towards services inthe world 
economy. Developing countriés ‘have 
ust as much interest as industrialised 







































the services sector, in their rolé as con- 
mers and, in some instances, as highly 
competitive exporters. The challenge is 
to “manage these pressures for new 
licies in a way that reinforces the 
en. trading system, by making sure 
that the distribution of the gains from 
trade is not lopsided.” ~ 

_ “Invisibles” is the old word for trade 
i services. The traditional distinction 
between merchandise trade and ser- 
ices trade was the lack of visibility of 
services as they crossed a national bound- 
ary. More recently, the key-feature of 
services. which has been stressed is that 
hey involve some contact between ser- 





ore imm 
sin goods trades. 
here are a number of ways this con- 
[can be arranged. These include, 
rst, the receiver moving to the pro- 
ducer of services. This happens for 
example in tourism, or when ships buy 
services in foreign ports. Secondly, the 
producer of the service can move to 
eiver. One mechanism for do- 
is to'set up a permanent base 
he consumer country. This is direct 
foreign investment in services. Alter- 
nately, the seller can forward the ser- 
ices from a base in the producer’s 
jme country. This is the form: of ser- 
vices trade closest to merchandise’ ex- 
ports. 

Thirdly, services can also be pro- 
ided via an intermediary, as in the pro- 
vision of database services through the 
telecommunications network. These 
are the “separated services.” 
_. These mechanisms illustrate why 
es were thought to be invisible. 
‘moves. across the national bound: 
, either the capacity to provide a 

> the good. or. person. which is to 
bject to t rvice or the income 
venerated by foreign investment in 

vice. These iO not move 
the same 

























gy pushes open 
the services trade door 


countries in the internationalisation of |. 





ice producer and receiver, generally in | 
i i diate terms than oc- 








e policy. It takes the form of regula: 


quotas, local content rules 








Christopher Findlay is a visiting 
senior lecturer in the Economics 
Department of the University of 
Adelaide. His column is based on 
discussion of services trade at the 
16th Pacific Trade and Develop- 
ment Conference in Wellington in 
January. 
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foreign-owned establishments. These 
trade policies are more complex, more 
obscure and therefore less amenable to 
consistent documentation. It is a lot of 
work to estimate their “tariff equiva- 
lents” for example. 

A description of forms of services ex- 
change makes the point that there are 
substitute mechanisms for exchanging 
services. In principle, none can be ig- 
nored without distorting reliance on the 
other. Furthermore, countries with spe- 
cial interests in international exchange 
of services may be. dissatisfied with 
negotiations that ignore one mode of 
transaction. Barriers to foreign estab- 
lishment, for example, might. be re- 
garded as especially sensitive, but they, 
are an integral part ofthe international 
services sector. E oe 

Available data for the US suggest 
sales of services through offshore estab- 
lishments-are about five times more im- 
portant than the other mechanisms, 
Sales by foreign service affiliates are es~ 
timated to be about 1.5 times.as high as’ 
services exported from the producer’s 
home base for the developed market 

















F ducts available offered the prospect of 
| gains which, in the case of Japan, for 
| example, led domestic enterprises to 














- past, because of genuinely held beliefs, 








} which an East Asian aviation services 


| extra support from the great potential of 


‘vice itself but also'in ot 


regulated service provide 







economies as a.whole, These countries 
account for over 80% of total services 
exports and over 90% of total sales by 
foreign service affiliates: However, for 
the developing countries, sales of ser 
vices by export are much more impor- 
tant than sales through affiliates. 
Before: reviewing strategy for 
liberalising services exchange, it is help- 
ful to examine some reasons why ser- 
vices topics appear to be so high on po- 
licy agendas. oa 
One explanation could be that in the 







the service sector of any economy was 
highly regulated. These regulations, 
though not ‘necessarily. explicitly- de- 
signed for this purpose, had the effect of 
inhibiting international exchange in ser- 
vices. However, over recent decades 
the strength of the belief in the need fo- 
regulation appears to have declined ii 

association with, two: things — rapia 
technological change, which has thrown 
up new types of services, and new com- 
petitors for existing types of services. 


T emergence of substitute sources 
of supply has increased ‘confidence in 
the efficiency of market processes. This, 
combined. with strong corporate in- 
terests favouring deregulation (for in- 
stance, in banking and. communica- 
tions), suggests an explanation of the 
simultaneous timing of the deregulation 
proposals in various countries. Deregu- 
lation: may not automatically lead to 
trade but these same forces could be 
mobilised in order to promote proposals 
for greater foreign involvement in 
domestic markets. In that case, “dere- 
gulation” would become “liberalisa- 
tion.” 

The distinction between these terms 
is important. The domestic US airtrans- | 
port market, for instance, is deregu- 
lated but not libéralised ‘since it is not 
subject to free foreign entry. It may be 
that the international ambitions of the 
US carriers actually lead to liberalisa- 
tion as well, as domestic traffic within 
the US is exchanged for foreign-market 
access, Atleast, that might be a position 





exporter could put to the US, with the 


the East Asian region as a source of 
tourist traffic. 
Good examples of the forces for po- 
licy change have come in telecommuni- 
cations. Rapid technological change in 
that area appears to have’ promoted in- 
ternational exchange not only in the ser- 
Service and 
hange in pro- 






goods transactions. The 


argue for deregulation, The 
want the gains to be bottle 





‘suppliers of thes service strove is renter 


_the market. 
_ Rapid technological change, particu- 
ly in data processing and its transmis- 
sion has created the greater potential 
for trade in separated services, permit- 
ting services providers to bypass. policy 
-barriers to. other forms of services 


trades., Access to the medium of these. |; 


separated services is the critical issue; 


= suchas the access to the telecommuni- | 


cations system, 


ie greater tradeability of many ser- | J 


vices also contributes to the explanation 


the greater interest in barriers to ins | 


ernational.. exchange of services, 


alongside policy change within the | 


“domestic market. 


The policy. problem is how to. re- | 
iven the'set | 


spond to all these changes, 

of regulations and implied trade: bar- 

` rs in place. Is it really necessary to 

2 on both barriers to foreign es- 

ent and barriers to other forms 
of services trade? 


These are all substitute forms of. 
trade. However, there is greater:in® |. 


terest in forms of services trade whi 
do. not involve foreign establishment: 
Therefore, greater overall progress 


ight be made if performance in one. 


~ area is not tied to that in another. ` 
pressures for change make it appr 


priate to focus on services traded by pro- 


ducers selling from a home base or via 
her services intermediary, How can 


tively 

In principle, there are many options. 
Services issues could be negotiated in 
bundles with other. services or with 


goods, or by themselves. The forum for- 


< the negotiation could be bilateral, re- 
| gional or multilateral San). as long as 
| the negotiation is managed in an out- 
} -ward-looking fashion. A forum is ap- 
ropriate if the end result can be. de- 
cribed as “liberalising.” Certainly, 
operating within Gatt and strictly ac- 
cording to Gatt rules, is consistent with 
this prescription... 
But-it may be difficult to negotiate 
services. issues in a way consistent with 
` the Gatt principle of unconditional 


| most-favoured nation treatment. If so, 


an alternative may be to negotiate codes 
which imply conditional most-favoured 
“nation treatment. Again, the rule 
“should be that such codes be evidently 
liberalising. For example, the club of 
countries. which sign a services. code 
should always be open to new members. 
The question of how services can be 
negotiated within Gatt has been pre- 
empted by the dual-track formula in the 
Uruguay Round package which sepa- 
rated goods from services. However, it 


is not clear that this works towards the | |. 


interests of developing countries, Some 
| of those countries may have wished to 
trade off their own services-trade 


propriat 
within the | 


these peu be managed most effec- : 


manufactured goods markets in indus- 

trialised countries, This option is closed 
his formula. 

re other options - eade 

i ateralism could, be ap- 


ing: institutions, for exam 
eral agreement system in int 


aviation, though there will be resistance 


from the bureaucracies associated with 


those institutions to having negotiations 


taken out of their hands. ver, this 
may be a reason for shifting the forum, 
since the result could be much more out- 
ward looking. ! i 
Siu developing o countries are not 
interested in negotiating on ser- 
vices, because they already face services- 
trade defici $, lack competitiveness and 
would lose autonomy over many service 
activities they regarded as critical. 

But countries at particular stages of 
development already possess interna- 
tional competitiveness in such services 
as shipping and aviation, financial ser- 
vices an construction. Singapore, 
Hongkong, Taiwan and South Korea 
fall into this group, However, their abi- 





6 Developing countries have 
as mt ch interest as 


barriers for ‘access to labour-intensive cia 











| 
| 
lity to sell on world markets is often in- | 
hibited. 


apply 
trades as to goods transactions. | 
noted earlier that services traded 
the producer's homie base tend to be 
termediate activities. They prov dem 
portant infrastructure in the developing 
economy. Also, it is difficult to think of 
a services trade that does not have some _ 
complementarity to goods transactions 
For these reasons, some countries ha 
even moved to act unilaterally agai 
servicés-trade, barriers without wal 
to exchange them for someone else's). 


| concessions. 


Another perspective on this strategy: 
is-derived from the discussion of wiy 
services are so topical. Today's trade 
barriers may become irrelevant asa re- | 
sult of technological change well belo 


dl they come up under. the Uruguay 


Round timetable. (the end of wi 


| could be five to seven years from ei 


The benefits of holding back particular _ 
trade barriers for subsequent exchange 
are therefore minimal. This suggests it 
important to take a long-term view 
and focus on key services, which are 
likely to be the media for “separated” 
services. 

A final point about sérvic 
negotiation agendas is that t 
motives for polic 
kept in mind. 
gulation and liberalisa' 
these motives concer 
Straight 
a uni rai 
open every w 
the market powe 


be manage : 

competitive 

technologies, or availability of 

tute sources of supply, which 

reasons. why services 18s 

agenda in the first place. This means 
careful bundling of markets, for es 
ple, to ensure that, compe 

moted following the policy chang 
competitive market also means th 
distribution of ths gains fi . 

tion are more likely to 

fair, which will tend to. a 

original policy change. a 

Services-trade strategy might not 
only involve the way international cor 
mercial diplomacy is managed D 
might also involve complementary 
domestic policy. If there were welfare 
reasons for regulation, substitute 
policies will have to be introduced 
macro-economic control is a potential — 
problem, new mechanisms will have to | 
be developed. 

Gatt and its Uruguay Round is on 
international mechanism for tackling 
these complex problems. But it ig not) 
the only one. Other bilateral or regional 
systems are highly relevant to mi : 
trades, as is unilateral action in some: 
cases. Whichever path ischosen, the 
vance of technology makes the eff 
imperative. 
















_ By.Jdose Galang in Manila- 
"P400 million (US$19°5 million) 
investment by Toyota Motor Corp. 
s set the pace for a new car manufac- 
turing programme’ in the Philippines 
which requires car producers to earn 
foreign exchange needed locally 
through exports of car parts and other 
items. In all probability two other Ja- 
panese car manufacturers, Nissan 
tors and Mitsubishi Motors, will 
mplete the list.of participants in the 
lan, replacing a 1973 local-manufac- 
uring scheme which sputtered out after 
3 years owing to a severe foreign-ex- 
hange crisis and depressed domestic 
mand. © ~ 
Trade and Industry Minister Jose 
Concepcion told the REVIEW that the 
ew. programme would ‘most Urapapiy 
e launched in April. He said Toyota 
would be in because of the jobs that its 
roject will create — 3,000 people are 
‘pected to be employed by the plant. 
The new programme will likely limit 
local manufacturers to three: the Philip- 
pine Automotive Manufacturing Corp, 
(Pamcor), a joint venture with Mit- 
shi; Pilipinas-Nissan Inc. ; and anew 
joint-venture company to be put 
together by Toyota and a group of local 
investors. All will be required to fund 
eir foreign capital needs with exports, 
en if the exports are totally unrelated 
to car manufacturing. 
_ Pamcor and Pilipinas Nissan are vet- 
erans of the previous programme, like 
the new one known as the Progres- 
e Car’ 
PCMP). Pamcor used to be known as 
nlubang Automotive Resources Co. 
rco), which was a tie-up between 
Mitsubishi and the influential Yulo 
amily. Pilipinas Nissan took over from 
the former Volkswagen assembler 
DMG Inc., which ceased operations in 
981. Because of their successful par- | 
‘icipation in the previous scheme, Pam- 
or and Pilipinas Nissan are assured 
lots in the new plan, initially designed 






































































he US) and General Motors Pilipinas 
ne. (owned 60%. by General Motors of 
he L id 40% by Isuzu Motors of 


Manufacturing Programme |i 


Green light for die-hards _ 


The Philippines takes another stab at car man ufacturing 





billion to the. state-owned Philippine 


National Bank (PNB). 
plant of Delta Motor from 
about 2193 million. The” 
in the programme. Isuzu, onto 
Pilipinas, also has 


owing to poor demand. 







years to 1991. It inte 
pSHOSUKE TAKEUCHI i 





nds to export so 








Ca ; Concepcion: more jobs. 


Toyota is buying the car-assembly 
PNB “for 
company 
reportedly edged out Isuzu and South 
Korea's Hyundai for the third slot 


of its holdings in the defunct GM 
investments in 
Pilipinas Engine Corp., which produces 
diesel engines. However, the engine 
plant has been idle since mid-{984 


Toyota's proposed activities in’ the 
programme include total investments of 
more than P400 million over the five 


me 
LUROONEY TASKER, 









































sM mager, Nobuyuki 
ji, in mid-November may have 
affected that plan. 

The new PCMP is also expected to 
allow the production of six-cylinder en- 
gines of more than 2,000 ce capacity, an 
expansion from the previous four-cylin- 
der enginés which are said to be less effi- 
cient. Local content requirements for 
these bigger engines, however, will not 
be less than 45 o ; 

Thé successful implementation of 
the new programme may be far from 
easy. For instance, a recent World Bank 
study notes that the Philippine automo- 
tive et eae inefficient and has 
“functioned only because of preferen- 
tial treatment “by the government 
through import restrictions, high :con- 
trolled domestic prices and easy credit 
policies.” > i 

There is also evidence, the study 
says, -that investment costs per u 
in the industry have in the past be. 
70-100% higher ‘than in comparable 
plants elsewhere. Investments made 
in the industry during the 1970s 
_ were estimated at more than 
_ US$1 billion and the study says 
_it “provides one striking example 
| of a high capital-output indus- 
| try with negative productivit 
gains that characterised muc 
| of Philippine industry in the 
$ 1970s.” p 

The car-assemblers’ financial 
statements confirm the findings. 
Carco, the former Paiticor, re- 
ported losses of P37.5 million in 
1985, following losses of P119 
million in 1984. Pilipinas Nissan 
was also in the red by P5.54 mil- 
lion in 1985 and 221.16 million in 
1984. On the other hand, GM 
Pilipinas reversed a 1984 loss of 
P242.23 million into a profit of 
P12.6 million in 1985°— but it 













| hardly mattered by then, 
One of the fundamental prot 

lems of the industry remains the 

high cost of the car kits from 








US$98.1 million worth of various pro- 
-ducts in the same period to finance its 
imports of car kits. Of the proposed 
exports, earnings from wiring harnesses 
are projected to grow from US$4 mil- 
lion in 1988 to US$12 million by 1991, 
or a total of US$32 million ‘over the 
five years. Exports of frozen shrimp 
over the same period are expected to be 
worth US$61.7 million and will provide 
the bulk of the required foreign ex- 


change. 

T ota will hold a 25% share of the 
planned joint venture, which will 

have authorised capital of P150 million. 

The majority of 60% will be owned by a 

local group led by officials of the Met- 

ropolitan Bank and Trust Co. Mitsui & 









Co., which handles Toyota sales, was 


| originally expected to hold 15% of the 











~ Japan which the local operations 
assemble. Estimates show that it is less 
costly to import completely-built units 
than to buy locally assembled kits. 
Economists contend that the economy 
only has an annual absorptive capacity 
of 40,000 cars at most, which cannot ef- 
ficiently backstop an industry where the 
critical minimum for every factory is 
morë than 120,000 units, 

Sales of cars slowed to less than 3,000 
units in 1986, compared to a peak of 
34,500 in 1978. Although domestic in- 
terest rates have gone down substan- 
tially, financing costs remain expensive 
for the average wage earner in Manila. 


Investments are also flowing at a snail’s 

pace owing to continued skittishness 

over long-term prospects and intermit- 

tent crises on the political scene. All this 

llow light flashing for the 
fe iad hte Uy, n 


keeps the y 
car industry. 
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It’s been pointed out that as one of the largest We expect this year to be just as bus 
merchant banking groups in the region, we weren't saying rewarding 
much about our achievements in 1986. We plead guilty. 
We were so busy achieving, we had no time to talk 
about it. 


So for the record, it was a very good year. A year 


in which we continued to lead the way in Negotiable BARCLAYS 
Debt Instrument Issues, Project Financing, Swaps and 


Syndicated Loans. 70 COUNTRIES - WORLDWIDE ASSETS HKS 750 BI 


So if we can help you put a deal into acti 
contact Atul Patel or Howard Davidson on Hon; 
5-201181. That s the kind of talk We MWaAysS AVE N 
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The drab becomes delightful, the bland beautiful. The mundane becomes magical, the ordinary extraordigg 
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ar Eastern Economic Review Ltd. 


The Book Every Investor Has Been Waiting For! 


ASIAN STOCKMARKETS: 
The Inside Story... 





404 Pages — Hard Cover, liberally 
illustrated with charts and graphs fully indexed 


What The Professionals Say: 


“A timely, interesting and thoughtful 
analysis of Asian stockmarkets. Anthony 
Rowley’s book makes an important 
contribution to understanding this dynamic 
region.” 

Robert Hormats, Director, 
Goldman Sachs International, New York. 


“With this book Anthony Rowley, one of 
Asia's most experienced financial journalist 
meets a long-felt need for a definitive report 
on Asian stock markets.” 

J. Mark Mobius, President, 
International Investment Trust Company, 
Taipei 


“A very readable and important book. 
Securities markets are only now being 
recognised as a principal source of domestic 
and foreign financing to help solve the 
developing-country debt crisis and to renew 
growth. Anthony Rowley deserves applause 
from the financial community for producing 
one, if not the first, book on this subject.” 


David Gill, Director, 
Capital Markets Department, International 
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By Jose Galang in Manila - 
Coe political unrest in the 
Philippines is. proving no deterrent 
to foreign suitors for the. hand of the 
country's industrial king, San Miguel 
Corp. The latest bid came on 23 March 
from: Aust “based Barwon Farm- 
5, wh part of New Zealand 
\essman ‘Bruce’ Judge’s Ariadne 
group. Barwon announced an offer to 
uy a government-held block of 38.1 
million San Miguel shares for 23.81 bil- 
Hon ses 9 million) cash. 
o ustralian group made its offer 
direct to the office of President Corazon 
Aquino, whose Presidential Commis- 
sion on Good Government (PCGG) 
sequestered- the shares previously. held 
the United Coconut Planters Bank 
JCPB). Offers.from foreign buyers 
ave increased since the dispute over 
the block flared up in early February 
(REVIEW, 26 Mar.). 
pou A business associate of former presi- 
; rai Ferdinand Marcos, Eduardo 
Cojuangco, was chairman and president 
of both San Miguel and UCPB until the 
Aquino government came to power. The 
overnment suspects that Cojuangco 
may have benefited surreptitiously from 
the sale of the block of shares, at P100 
each, through the Manila Stock Ex- 
harge on 1 April 1986. UCPB itself has 
‘since been taken over by the govern- 
ent. 
The PCGG has declared that foreign 
‘groups. seeking ownership of San 
Miguel shares will. have to give assur- 
ances that they have no links with Mar- 
cos or the former. president’s cronies. 
San Miguel and UCPB have been hold- 


Foreign groups line up for a stake in San Miguel Corp. 


ing negotiations on the:frozen shares. 
During these talks, San Miguel pro- 
posed a dispersal programme ‘for the 
block of shares. The programme allo- 
cated 19 million shares to “two or more 
institutional investors.” Although the 
proposed dispersal. programme was 
quickly dismissed. by UCPB chairman 
and San Miguel board member Ramon 
Sy as inimical to San Miguel’s financial 
position, it nonetheless elicited interést 
from such foreign groups as Elders IXL 
of Australia, US-based Allen & Co., 
the Hongkong-based arm of Australia’s 


Bond Holdings and. Asian-American. 


Development (Hongkong) Corp., 
a consortium of Hongkong and Austra- 
lian institutional investors. 

US brewer Anheuser Busch was ear- 
lier in the picture as the buyer of San 
Miguel subsidiary Neptunia Corp, ’s 70% 
share in San Miguel Brewery of Hong- 
kong. Proceeds from that sale were to 
finance Neptunia’s acquisition from 
UCPB of the San Miguel share block. 
That deal has also remained frozen. 


he declared offers are all at P100 a 

share, the same price as in the 1986 
deal between San Miguel and UCPB. 
However, after the government take- 
over of the bank in June, the new UCPB 
officers raised the asking priceto P125 a 
share. Based on 23 March stockmarket 
closing prices, the block is worth some 
P3.83 billion —- at P89,50 for each A 
share and P118 for a B share. 

The disputed block of San Miguel 
stocks is divided into 23.44 million com- 
mon A and 14.66 million common B 





y 
block. They cañ, however, set up acom- 
ny in Manila with Filipinos as major- 


i ‘owners which can bid for the entire 


block. Under Philippine law, foreigners 
may buy only the special B shares of 
local corporations; Filipinos may buy 
both A and B shares. Filipino owner- 
ship in key industries. is required to be 
no less than 60%. Local companies that 
are majority-owned by Filipinos can in- 
vest in both A and B shares. 

This is the route proposed by Bar- 
won, which intends to set up an office in 
the Philippines (possibly ina joint ven- 
ture with local interests} to meet legal 
requirements for the planned buy-in. 

Alien also plans to set up a joint ven- 
ture. with local interests to qualify for 
the acquisition, and has even expressed 
interest in buying the whole company. 
Allen is not new to the Philippines — it 
was involved in financing the rehabilita- 
tion of the mining activities of Beng 
Corp., after World War H. 

Allen’s initial proposal reportedly 
includes future spin-offs of San Miguel’s 
various operating units. Although that 
pan is viewed with scepticism now, it 

as actually been proposed by manage- 
ment experts in the past. San Miguel’s 
interests range through beer brewing, 
ice-cream and dairy products, cooking 
oil, packaging materials, animal feeds 
and maize and prawn farming. It ‘is 
majority owner of the local: bottler of 
Coca-Cola. 

San Miguel will shift tosan equity 
method of accounting next year, under 
which operations of all its subsidiaries 
and affiliates, including those overseas, 
will be reflected in its Fnancial reports. 
Profits of the parent company for 1986 
are estimated at 2700 million, com- 
pared to P448.8 million in 1985. Using 
the consolidated. an ity accounting, San 
Miguel expects 1986 profits to I eas 
P.1.1 billion. x 






















(US$1.2b) 





aa Oe 


Good results were mainly due to improvement in yields and | 
marginal increase in revenue load factor. Lower aviation | 
fuel prices and good returns from invested funds also | 
helped performance. 1 
























HK$664.92m 
(US$85.2m) 


Healthy earnings from hotels and rentals helped ars : 
Group is developing the Repulse Bay Hotel site at a cost of | 
HK$300m. 
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Won 2.46t 
(US$2.9b) 





Falling oil prices drove sales volume upwards through the | 
year though value fell. Declining international interest rates | 
and the appreciation of the won helped lower expenses. 1 



















¥630.08b 
(US$4.2b) 





Company forecasts continued decline in Sales for current’ | 
year to*¥610b, and profits at ¥7-8b. : 








Baht 11.1b 
(US$430.2m) 





Group after-tax pere were Baht 886m vs 5 Bahi 860m «al 








fforts to get at those allegedly re- 
ponsible for looting Hongkong’s 
Bank, and related companies, 

of hundreds of millions of dollars are at 
-a critical juncture. Blunt and far-reach- 
ing judgments. have been delivered in 
-civil court actions in Hongkong. They 


suggest that criminal prosecutions can- 


not be far behind. But it remains to be 
seen whether the arm of Hongkong’s 
< law — criminal and civil — can reach far 
-enough into Malaysia and Singapore to 
} enforce judgments and lay hands on as- 
“Sets. 
“>. Most dramatic of the recent judg- 
ments was .a 5 March High Court ruling 
n Hongkong giving the Ka Wah-ap- 
ceivers: of. Asean. Resources 
wu) the right to attempt. to restrain 
AR management from disposing of 
shares in Ocean Front, a private Singa- 
pr development company. Ocean 
Front is linked both to the current man- 
aging director of AR, a Sing Hock, 
and to: . Low:and his. brothers, 
former controllers of Ka Wah before its 
bail-out by the Hongkong Government 
last year. ` of te 
Mr Justice Sears made the order, he 
said, “to prevent the Lows and Yap 
tom plundering the Sings com- 
me in the same way as they had done 
o 


Jn; Ocean Front shares were the 


only unencumbered asset held by 
AR i 


12 Ocean Front wasengaged in a Singa- 
pore property development, Bayshore 

| Park, partly financed by an unsecured 
|. loan made by Ka Wah. The whole situa- 


| tion “reeked of potential fraud and the | 





opportunity to wrongfully dissipate 
the value in Ocean Front,” Sears 
noted. 

AR had long. been linked to Low’s 
Singapore associate, Tan Eng Sing. Tan 
and the Lows controlled (until last year) 
Great Pacific Finance, a Singapore fi- 
nance company. In 1985, AR was sold 
to. Yap and associates in a deal financed 
entirely by Ka Wah. Subsequently, ac- 
cording to a Hongkong inspector’s re- 
port quoted by Sears, Yap “improperly 
removed” assets from. AR and then 
went on to borrow HK$57 million (US$ 
7.3 million) from Ka Wah to buy 


HHK$27 million worth of shares in 


Muda Holdings; a’ Malaysian public 
company also indirectly associated with 
the Lows. The ‘judge surmised: that 
much of the money ended up in the poc- 
kets.of Yap and the Lows. 


e also noted that Ariffin and Low, 
the Lows’ Kuala: Lumpur broking 


house, had so “mismanaged” AR assets | 


that a sum of between HK$70 million 
and HK$137 million was probably ir- 
recoverable. The Lows had also. been 


implicated in another HK$55 million 
loss incurred by AR’s deposit-taking 


subsidiary. : 

_The judge. also noted that the Hong- 
kong inspector. had found that “a 
number of statutory. offences appeared 
to have been committed and that the 
executive directors were in breach of 


their general duties of care.” There was 


“cogent and compelling evidence” that 
ae the Lows had “plundered” 
AR. 








Fo 


another Hi 


attempt by mpa i 


P 

Wanfong: Nominees to. stril 
HK$127 million claim against i 
others by Intercontinental Hous 
Development (HD). THD wae for 
merly controlled by one set.of Low asso. 
ciates and Wanfong by another, and Ka 
Wah was. closely involved in financing 
all of them. THD has claimed there was 
a conspiracy to defraud itofthe HKS127 > 
million, using Ka Wah asintermediary 
(and involving assets held through. 
fin and Low) at the time control of THI 
changed hands in mid-1985, The judge: 
was satisfied that there was “reasonable 
inference of fraud.” 

The Lows have, however, not been 


nporta 
greater than its balance-sheet w 


suggest because of its long assoc 


with Low-related interests and the con» , 


matters. “cannot. be. static’ and that 
there was no reason “why commercial 
centres such as Hongkong and Singa- 
pore should not give reciprocity in as- 
sistance to orders made by judges in the 
respective jurisdictions.” 
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Gains mark the period cs 


MOST markets in Asia showed strong gains in the period to 23 Mar., with Taiwan ` 


leading the rest. Bucking the trend were the Philippines and India, the former be- 


cause of a cash drain into other sectors. 


‘HONGKONG: The market picked up dramatically 
after retreating sharply in the previous. period. 
The: Hang Seng Index put on more than 140 points 
inthe period to close at 2,813.4, helped by renew- 
ed buying from overseas institutions. Market in- 

< terest was stimulated by the terms of Hongkong 
Land’s spin-off of Mandarin Oriental Hotels. 
Blue chips benefited. most from the recovery, 
while secondliners lagged. Turnover was a daily 
average of 190.54 million shares, worth HK$929. 1 
million (US$119.1 million). 


TOKYO: Prices’ moved modestly higher but in- 
vestors appeared to be turning cautious towards 
he end of the period after the recent rapid climb 
f stock values. On 23 Mar. the market underwent 
ild correction with the Nikkei Average closing 
588.25, down 69.24 points from the previous 


‘the government’s planned introduction of a 
% sales tax. Volume averaged 1.8 billion shares a 
with 2.52 billion shares changing hands on 18 


? Offshore and local investors chased 

urce stocks over the period, particu- 

Hill Proprietary Co.’s scrip as part of 

inute rush to qualify for shares in its gold 

BHP Gold Mines. The All-Ordinaries Index 

20.5 points to close at a record 1,652.2. 

id Index rocketed 147.8 points to close at 

74.5, far outperforming the narrow trading 

nge of the: metal over this period, and the AH- 

Resource Index rose 42.6:points to 958.6. A total 

if 680 million shares were traded, worth A$1.3 bil- 
Jion (US$891.6 million). 


NEW ZEALAND: Prices were mixed again, though 
`: individual stocks fluctuated considerably in an ac- 
tive market. Bid activity, rumoured or actual, was 
the main spur and was responsible for the good 
rally which emerged at mid-period. Aggressive 
buying of Fletcher pushed that stock back up to 
around NZ$5.90 (US$3.30), while NZ Forest Pro- 
ducts, facing prospective bids from three parties 
“(including Fletcher), also picked up strongly. Vol- 
‘ume for the period was 45.93 million, worth 
NZ$102.87 million. 


SINGAPORE: The market recovered the ground 
it had lost in the previous period, but brokers be- 
lieved the. month-long correction still had some 
“way to go before the bull run returned. Counters 
declined for the. first two days, recovered slightly, 
fell back and then put on 232 points on the Fraser’s 
Index. in two days. Frasers Singapore Index 
ained 190:16: points~to- 6,324.26 on turnover 
of 32.05 million shares, worth $$75.99 million 
-(US$35.4- million). 0 


KUALA LUMPUR: Trading was erratic, with in- 
vestors showing signs of nervousness over the 
forthcoming elections for the leadership of the 
ain political party, the United Malays National 
ganisation. Profit-taking gave way to some 








solid gains at the beginning, with tin stocks in de- 
mand. The market took another tumble before 
the weekend and continued weaker for the rest of 


the period, however. Fraser's Industrial Index | 


closed 54.12 points up at 3,734.96 but volume was 
down at an average of 15.5 million shares traded 
daily. valued at M$27.9 million (US$11.1 mil- 
lion). ý 


TAIPEI: The market shook off all concerns about: ‘| | 
the effects of the NT dollar’s continuing apprecia-: 


tion to rise to a new record on the weighted price 
index of 1,359.14 points. The level represented a 


sharp 87.54-point increase over the previous ` 


period’s close. As a group, electronics performed 
best, up 9%; while paper and financial shares also 


did well. Volume was heavy, with average daily” 
transactions. at NT$5.13: billion. (US$149.2:mil-. 


lion). i 


BANGKOK:. Buying support at Jalaprathan Ce- 
ment and National Finance & Securities led the 
overall market to score another impressive gain 
during the period. Although major local commer- 
cial banks failed to agree on an interest rate reduc- 


tion on 19 Mar., market confidence remained. |. 
high, sending the Book Club Index up 2.35 points | 
over the period to close at 203.08. New City led’ 


gainers, while Thai Industrial Gas was a big loser. 
Volume totalled 7.89 million shares, worth Baht 
1.41 billion (US$54.6 million). 


BOMBAY: Brokers boycotted the ring on the last 
day of the period in protest against the stock ex- 
change’s decision to postpone settlement day by a 
week. According to the exchange, the postpone- 
ment had become inevitable due to a computer 
breakdown. However, brokers felt it was a ploy to 
protect a leading party who could not honour its fi- 
nancial commitments and had asked for ‘time. 
Earlier, the marginal, recovery in pivotal- prices 
following a ban on short sales and institutional 
support proved short-lived as disinvestment sell- 
ing continued. 


MANILA: Income-tax deadlines in April for both 
individuals and corporations and funding needs of 
candidates for May’s elections are siphoning off 
money from the stockmarket, according to 
analysts. Average daily turnover declined to 
P35.5 million (US$1.7 million), down 6% from 
the previous period, on volume of 311.4 million 
shares, down 23.7%. San Miguel A and Benguet 
Exploration, rose slightly after reports of overseas 
interest. ; 


SEOUL: As in the previous period, a runaway 
speculative binge was evident across the board 
with bargain-hunters homing in on under-valued 


construction industry shares. The composite. es 
index rose another 13.29 points to 377.39, con-: 
tinuing a trend that has been ineforce:since: the. 


start of the year. Average daily volume. was 15.29 
million units more than the previous period at 
80.33 million, worth Won 82.15 billion (US$ 
million). The high-flying construction: se 
showed. a 19.4% increase over the period. 
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3 onthe forward: Japani: ¥149.88, Hongkong HK$I.771, Singapore 982.127 
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To: the setting is serene: concrete 
houses line a well-paved asphalt 
road at orderly intervals. There are fruit 
orchards spilling into the background 
hillslope, and beyond lie rubber plant- 
ations and coffee farms. And there are 
no signs that the area has ever been any- 
thing but peaceful. But, until early 
1982, Ban Chong Charng (Elephant 
- Pass) had been the nerve centre of the 
southern branch of the outlawed Com- 
“munist Party of Thailand (CPT) and the 
site of numerous bloody battles be- 
tween government troops and com- 
munist insurgents, | 

' Now home of some 200 families of 
communist defectors officially 
known as. “partisans in nation-build- 
ing” — the village is seen by the au- 
thorities:as’a showpiece development- 
cum-security settlement. 


Since February 1982 when the south- 
FAISAL SRICHARATCHANYA j 























stroyed by army troops during the 1982 
campaign. Others question the govern- 
ment’s sincerity on certain aspects of its 
rehabilitation programme. 

Prior to the 1982 operations, a local 
military commander used radio broad- 
casts to promote CPT defections, On 


“the air, he said that each family would 


receive Baht 40,000 (US$1,600) in gov- 
ernment assistance upon defection. 
“But all we’ve received is Baht 15,000 
worth of construction materials to build 
our house. We’re not even sure whether 
these tallied with their stated worth,” 
explained Tian Sompit, a long-time resi- 
dent. 

Tian joined the CPT in 1966, rising 
to the rank of a district-level committee 
member. He quietly came down from 
the hills in 1998 and surrendered four 
years later. 

Indeed, the 4th Army did originally 


JOHN MEBETH 











,  Sompit; PT defector in a resettlement village. 














_ern-based 4th Army Region launched 
ts decisive military campaign, destroy- 
ing the network of CPT strongholds, 
massive funds have’ poured in to assist 
“the rehabilitation of defectors — and 
prevent the communist remnants from 
regaining a foothold. 

A 12-km all-weather road links Ban 
Chong Charng with the nearby Nasarn 
district town. Officials from ‘an assort- 
ment of government agencies — from 
public health to education — have taken 
part in-the overall rehabilitation efforts. 
























ear e the 
war supposedly came to an 
still exists a mutual distrust between of- 
cials and defectors. Some Ban Chong 
Charng residents still bitterly recall how 
their houses and belongings were de- 
















consider giving Baht 40,000 but later de- 
cided on Baht 15,000 (in kind), plus six 
acres of land. More worrying, though, 
are residents’ suspicions that they are 
not genuinely trusted by the authorities, 
“We feel like we are second-class citi- 
zens,” stated one defector. 


Aoire to various official and de- 
fector sources, such feelings of in- 
security are not only affecting Ban 
Chong Charng: they are thought to be 
widespread among the more than 2,000 
defectors in southern Thailand. Ac- 
cording to Thongchai Suwanvihok, for- 
merly a leading southern cadre and a 
prime organiser of the recent mass-bu- 
tial rites for dead insurgents (REVIEW, 
29 Jan.): “The 66/23 policy [a prime 
ministerial order of 1980 which incorpo- 
rated the amnesty programme] has not 
fully achieved its end. Much still de- 
pends on the existing social and econo- 
mic conditions.” 

The mood in other regions is not 
























exactly clear but some Southern defec- 
tors claim there are problems of mutual 
distrust. Furthermore, defectors fear 
their activities are under surveillance 
with the authorities suspecting them of 
maintaining contact with CPT remnants 
or still having communist leanings. 
Defector sources claimed the major- 
ity have severed all contact with the 
CPT, though they conceded a minority 
group may still have links with insur- 
gents on economically exploitative 
practices such as log poaching or extort- 
ing protection money from rubber 
plantations. This corresponds with a 4th 
Army assessment that the roughly 
guerillas now remaining in the south av 
more concerned with racketeering than 
with any ideological goals. 

But there have been a number of dis- 
coveries of atms buried by the defec- 
tors. Acting on tip-offs, officials dug up 
a large cache of HK-33 assault rifles and 
assorted ammunition in the Phanom 
district last August, It is understood that 
a large ay of buried weapons have 
yet to be found o 0. © 

, Although a few have found work in 
Bangkok and the large southern towns, 
for the majority employment remains 
elusive: they have no choice but to re- 
turn to their native villages where jobs 
are scarce. Some who were responsible 
for political works under the CPT have 
been readily accepted by the local 
societies. But many who served with the 
communists’ military wing have opted 
to become Rangers —.an army-control- 
led paramilitary unit in charge of 
counter-insurgency. So old. comrad 
are now pitched against each other. 

While the south’s wealth of natural 
resources has negated any serious eco- 
nomic hardship, the defectors’ politi- 
cisation during their years with the CPT 
has made them extremely sensitive to 
social and political injustices. This in 
turn leaves them vulnerable to any re- 
newed communist overtures — a poten- 
tial danger of which the government is 
only too aware. Thus, a recent major 
reorganisation at the Internal Security 
Operation Command — the top agency 






















‘in charge of combating communism — 


has placed priority on political reforms 
(REVIEW, 5 Mar.). 

The 21 January mass-burial cere- 
mony in Nakhon Si Thammarat, at- 
tended by army commander Gen. 
Chaovalit Yongchaiyut, was hailed as a 
significant first step towards a better 
rapport between the two sides. But ad- 
ditional government efforts are clearly | 
needed to give the defectors a real sense 


ofbelonging. —PaisalSricharatchanya | 
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More than a holiday, it’s a celebration of life. 


If you love things Italian wait until you've tasted 
them in Italy. There’s so much more to love 

and life. The fashion, the food, the wines, the music, 
the scenery, the architecture, the works of art .... 

it’s more than a holiday, it’s a celebration of life itself. 
But don’t just come to Italy, Come to 

Alitalia’s Italy. We can show you Romeo and Juliet’s 
balcony in Verona; let you sigh on the 

Bridge of Sighs in Venice; gaze in awe at 


Michelangelo’s ‘David’ in Florence; sit where 

Roman Emperors sat in ancient Rome; point you in 
the direction of the most elegant boutiques. We’ll also 
give you more direct flights to Rome and help you 
plan the best money-saving ‘Intermezzo Italia’ tours. 
This year, come to Italy with Alitalia 

and celebrate life Italian style. For information, 

see your travel agent or Alitalia for our free 
‘Intermezzo Italia’ brochure. 
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Discover it in the easing agile of The Dynasty, Singapore. An unique hotel 
that combines the best of traditional Chinese hospitality with the latest in Western 


hotel comforts. You'll find it’s just your cup of tea ... Oolong, Earl Grey or Darjeeling. 


320 ORCHARD ROAD. SINGAPORE 0923. TEL: 


@® surizisty 


734 9900. TLX: DYNTEL RS 36633. CABLE: DYNASTY SINGAPORE. FAX: 7335251 


FOR RESERVATIONS: UTELL INTERNATIONAL (WORLDWIDE). PRESTIGIOUS HOTELS RESERVATIONS SYSTEM-JAKARTA (679952) 


2 nights and 3 days at 
the Mandarin Singapore 
for S$205.00 nett’! 


Mandarin Executive Package 


e Deluxe room in the Main Building 
e Complimentary fruit basket 
Chinese tea service in room upon 
check- in ¢ Welcome 

drink ¢ Free use of 

Mandarin Recreation 

and Health Club 

facilities (except for 

massage and squash/ 

tennis courts) 

e Complimentary 

coffee/tea making 

facilities in room 

* Free shuttle service 

from hotel to Shenton Way 
everyday at 8.40am @ No cover 


charge at The Library and Kasbah 
e No charge for second person 
sharing the room e Late check-out 
can be arranged è Special rates for an 
extended stay (third night onwards: 
$$95.00 nett*) 
*Rates include service 
and tax. Valid till 31 
December 1987. 


| Plus 2 incredible 
options! 
50% discount of these 


rates: 
* Half-day city sight- 
seeing tour $16.00 
* Self-drive airconditioned car 
$$85.00 (1300 cc, unlimited mileage) 


For reservations, contact: 


Tix: RS 21528 MANOTEL. Fax: 732 2361. 
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Finnish trade and industry. Take advantage of Kansallis Helsinki. 


experience, expertise and inter- 
national relations. 
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Palmer and Rolex.The essence of success. 


Arnold Palmer today attacks 
the business world with the 
same boldness that took him to 
the top in the game of golf. He 
is determined, resourceful and 
willing to take chances — but 
always calculated ones. 

Palmer is involved with, quite 
literally, dozens of enterprises 
around the world, frequently 
flying to meetings seated at the 
controls of his private jet. 

One of his most important 
and continuing activities is the 
designing and landscaping of 
golf courses. The Chung Shan 


course is easily the most un- 
usual example, being Chinas 
first new golf course since the 
late 1930s. 

In addition there are Arnold 
Palmer golf clothes, golf clubs, 
an aviation chartering service, 
property developments — and 
much more. 

Behind Palmer's affable smile 
that made him a television hero 
is a very astute business mind 
that always pays attention to 
minute details. 

almer is still a force to be 
reckoned with when he takes 


up the clubs, both attracting the 
crowds and presenting a formid- 
able challenge to the leaders. 

Keeping Arnold Palmer on 
time is a very important assign- 
ment. It is a task he entrusts to 
his gold Rolex Oyster Day- 
Date. “I get as strong a feeling 
of tradition from my Rolex as I 
do from a great golf course,” he 
says. “My Rolex does the job 
supremely well.” 

From a man who doesn't 


W 


ROLEX 


of Geneva 


waste a minute, this 
is the supreme 
compliment. 
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place as major suppliers for the recent 
Asian Games and the 1988 Seoul Olympics 
telecommunications network 


We are doing more than just providing you 
with dependable electronic products to make 


your work and life easier, we are building 


lasting relationships, —_-~—\|/8 
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WHEN YOU'VE REACHED THE TOP, |p L 
THAT'S WHERE YOU SHOULD STAY 


|| The Sarawak incident 


| | The downfall of Devan Nair has beer 
| misinterpreted and misunderstood by 

everyone involved, including Devar 
| | Nair himself. During his historic visit tc 
|| Sarawak, he blessed one of the state’: 
largest Iban longhouses with his pre 
sence during their biggest festival of thi 
year, the Gawai Dayak (harvest festi 
val). The Ibans concoct their best al 
coholic spirits, and present their bes 
hospitality for this event, especially if < 
VIP is among the guests. 

Anyone who has been among the 
guests at such a festival has succumbec 
to overindulgence, Of course, the resi- 
dents of the longhouse, near Sarawak’s 
Niah Caves, put out only their best for 
Singapore’s president. In other words, 
the strongest, clearest, and most potent 
arak which they could distill. It is im- 
portant to have the guest enjoy hims 
getting him to drink as much as possi 
The brew, any experienced foreign 
drinker in a longhouse knows, is ex- 


HIL : y N IN’ I ERNA í IONAL tremely potent. A negative response to 
the Iban’s offer to drink is not polite. 


EXECUTIVE FLOORS My heart goes Out to Devan Nair, 


who was at the longhouse carrying out 
his diplomatic function. His reaction to 
Iban home-brew was not unusual. 

Singapore ‘Seasoned’ in Sarawak 








Dr S. B. Kwa’s letter [12 Feb.], and 
Devan Nair’s reply [19 Feb.] raise more 
questions than answers. For historical 
purposes I feel the records should be put 
straight. My credentials for making 
some comments are as a friend of Nair 
and sporadically acting as his physician. 
I was also a political colleague of Nair in 
Malaysia. 

For many years I have had political 
discussion with people from different 
parts of the world. I would include Nair 
in the ranks of the great political thir’ 
ers: his depth and clarity of politi 
thought is profound; his commitment 
towards the people and the future of 
Singapore was total. He allied himself 
completely with Prime Minister Lee 
Kuan Yew; any criticism of Lee hurt 
him in a silent manner. I always had the 
feeling that he would have sacrificed his 
life for Lee. 

As a friend of his, I had the privilege 
of calling on him at his office and at his 
home at odd times. On no occasion have 
I seen him drunk or having consumed 
more alcohol than was good for him. To 
say that unknown to his NTUC col- 
leagues he was a secret drinker, was a vi- 
cious attack by a cruel mind. He trusted 
his close friends absolutely; that might 
have been his fault. 

























At Hilton International, we have 
created the Executive Floors so as to 
offer you, the discerning traveller, the 
ultimate in service, accommodation 
and convenience. Here you will enjoy 
the privacy of an exclusive lounge, 
concierge service, complimentary 
breakfast and cocktails and private 
check-in. 

What more could you ask for? 


For reservations, call your travel 
agent, any Hilton International hotel 
or Hilton Reservation Service. 








You will find our exclusive Executive Floors in these _ Over the years, I had attended to 
Hilton International hotels in Asia-Pacific: him medically. He was always con- 
Adelaide ¢ Bz k © Brisb: a | boge $ cerned that he maintained good health 
elaide ¢ Bangko risbane ® Colombo è Hong Kong at all times. He took pains to have reg- 


è Kuala Lumpur ® Osaka ¢ Petaling Jaya ® Shanghai ¢ Sydney ular exercises and was immensely proud 
è Taipei * Tokyo 





Q APRII 1087 a FAR FASTEAN ENANNEAN DEVIE 


Heimans Unicom 


THE MEASUREMENT OF TIME: 
ONE OF THE FEW THINGS 
WE DID NOT HAVE TO INVENT. 


The Perpetual Calendar, ultra-thin automatic movement with central rotor in 21 ct. gold 


Our fascination with 
the measurement of time is 
legendary. And yet, we were 
not the first to unravel the 
mystery. 

Over one thousand 
years ago the Mayas were 
already seeking accurate 
ways to determine its course. 

By patiently observing 
the alternation of day and 
night, and carefully chart- 
ing the flight of moon and 
stars across the heavens, they 
were able to establish a 
calendar as precise as our 
own. Without the benefit of 
telescope or optical instru- 
ment, they developed a 
mechanism as perfect, in 
its own way, as the 
Perpetual Calendar. 

With the same fascina- 


Sole Agents and Servi 





tion and patient attention 
to detail of the Mayas before 
them, the master-watch- 
makers at Audemars Piguet 
hand-carve, chisel and polish 
each intricate spring, tiny 
pivot and delicate pinion, 
destined to form the 
Perpetual Calendar. 

They create a balance so 
perfect that only the greatest 
of craftsmen could aspire 
to it. A watch programmed 
with such a complex mech- 
anism that leap years are 
accounted for, keeping per- 
fect time, untouched, until 
the year 2100. 

In today’s hectic world, 
only Audemars Piguet could 
have pioneered the recrea- 
tion of an authentic classic, 
for the sole pleasure of the 


= Centre: BANGKOK: Trio Import Co., Tel. 2538.03.60. HONG-KONG: Des 
JAKARTA: Pantja Niaga, Tel. 346071. KUALA LUMPUR: S 
Tel. 777.3841. SINGAPORE: Silvaroyal (Pte) Ltd., Tel. 33793.62. TAIPEI: Audemars Piguet 





aroyal (Pte) Ltd., Tel. 2321573 SEOUL: Sur 





few who can afford to con- 
template time. 

After all, from the 20- 
day month of the Mayas, to 
the Perpetual Calendar of 
our master-watchmakers, 
the challenge to harness 
the evolution of time re- 
mains unchanged. 





Maya calendar 
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Nowroom, Tel. 701.9639 
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eS OUNCE ENGINE NOISE 
=D FF A CUSHION OF AIR 
“a0 QUIET AIRLINE CABINS. 


‘Aircraft are being developed with large jet-driven 
ans that would give airlines great fuel economy. 
owever, sound from the engines and the swiftly 
urning blades must be controlled to keep the 
cabin pleasant for the passengers. 

To help preserve both cabin comfort and fuel 
fficiency, McDonnell Douglas researchers are 
nvestigating a special surface for the plane. 
3arely visible “bumps” on the aft fuselage create 
1 thin cushion of turbulence that deflects the 
annoying sound. The noise is carried away with 
he wind, so passengers hear only the comforting 
1um of powerful engines at work. 

We're making breakthroughs that add value 
and quality for airlines and their passengers. 

We're McDonnell Douglas. 

For more information, write: 


Noise Control, McDonnell Douglas, 
30x 14526, St. Louis, MO 63178 
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SOMMERCIAL & MILITARY AIRCRAFT INFORMATION SYSTEMS EQUI FINANCING SPACECRAFT 


1987 McDonnell Douglas Corporation 





MISSILES 


be fit to ‘presid The 
cont as and meticulous medical care 
th did not reveal any evidence 
f alcoholism. The Indiana University 
hospital gave him a clean bill of health. 
-y About a couple-of months before the 
Storm broke over and around him, I had 
ner with him. His consultation did 
ot reveal any brain damage, actual or 
impending. He had been in and out, of 
‘hospital before and during his presi- 


lency. Surely somebody would: have | 


oticed if he had been a secret drinker 
r had any evidence of impending loss 
igment or perception. 

He was poe from Kuching in a 
onfused state which was dramatised.in 
€e newspapers. The medical bulletins 

were a merry-go-round from the liver to. 
the brain until seven wise men labelled 
is condition alcoholism and. severe 
in damage. If the attending physi- 
were really. convinced that there 

‘ain damage, impairing his per- 
ception: and. judgment, then he should 
ve been medically boarded out. In his 
sed. state he apparently was nor- 

ong enough to resign, his state- 

st concurring with the find- 


ress claim the Soviets’ of use doc- 

tors to contain troublesome intellectu- 
als, Iam sure the doctors in Singapore 
‘ould not sink to such levels and earn 
contempt of the medical world, To 

ide any doubts or suspicion of 
anipulation the medical reports of the 
doctors in Singapore, Indiana and 
Aount Sinai hospital, New York, should 


trasting letters 
resident Devan. Nair’s responses 
9 Feb. and 12 Mar.] and the response 
n nan of Singapore’s Prime Minister 


Rajiv 

dence [26 Mar.], however, stands out in 
stark contrast. A tiny city-state has once 
again put up a dazzling performance 
against the hazy Subcontinent. 


Singh correspon- 


Bombay 


“Crutch of the issue? 


As much as I enjoyed your recent book 
publication, Seeds of Fire, I cannot re- 
sist the.opportunity to “bust” you, as we 
say in the US, to your own TRAVEL- 
ER’S TALES. In the section of the book 
dedicated specifically to the problems of 
tment of sex in present-day Chinese 


“three times 





L. N. Godbole. 





ree times as crutch, so that, after being, 
for example, essentially raped by her hus- 


| band, a woman feels pain in her crutch. 


Whether this is a simple error or evi- 
dence of prudishness deeper than any of 
us might have expected, I don’t know, 
but it looks strange in the context. 

San Francisco Stephen Schwartz 


The queron, ‘What did you do in the 
war, Daddy?’ [THE 5TH COLUMN, 19 
Feb.] should also be:asked by the child- 
ren. of the victorious fathers who. ac- 
tively “participated in World War II 
Your very accurate assessment of the 
difference of admitted war-atrocities 
guilt between Japanese and German 
youth points to basic morés that 
only losers of a conflict, without 
homogeneity in their ranks, could have 
perpetrated bad .deeds; the winners’ 
cold-blooded .outrages like Dresden, 
where mass-murder of civilians was con- 
ducted. by miatériel-proxy, enters 
school books as a noble mission to de- 
stroy war-plants, thus bending a bloody 
shovel into.a shiny silver-spoon. 

The “Jap-shoot” (à la turkey-shoot) 
wasia jolly pastime of US troops in. the 
Pacific islands after August 1945. Ja- 
panese soldiers, because their oath to 
the emperor forbade surrender under 
any circumstances, refused to believe 
the broadcasts by their own officers 
and, without ammunition and food, fled 
up tall jungle-trees. GI hunting-parties 

llocated by lot the number of defense- 
less. “Taros”. to be knocked out. from 


their lofty perches, and the winner was _ 
| raucously honoured. The descendants 


of those -hunters will never know, nor 
will those. atrocities enter school text- 
books as they did in Germany. Winners’ 
agit colin ws 

Why. the no-quarter-giving treat- 
ment of Germans by their victors differs 
from: that of Japanese is not simply 
explained by Japan’s “inaccessible is- 
land-location”; it is rather a difference 
of “racial homogeneity.” __ 

Germans, after May 1945, were 
against each other, Japanese for each 
other. The latter considered it their na- 
tional duty to cheat the.occupationaires 
with their reservoir of logical. tricks. 
Should the clamour for reparations pay- 
ments increase, they would have the op- 
position take to.the streets with noisy 
demonstrations and property destruc- 
tion, inorder to instil cold sweat into the 
minds of opponents that they are about 
to go red. This danger never existed in 
post-war Germany and could not be em- 
ployed as leverage due to the presence 
of the half-a-million occupation army. 

Revenge feelings can-only be-elimi- 


nated if the victors also account for their - 
atrocities and not: perpetuate them in» 


their history books as patriotic deeds. 
Hongkong = te 





| Melbourne 





nation. One of the most widely acc 
principles underlying international re 
tions is the idea of self-definition, Can 
anyone doubt that the majority of Jews 
see themselves as a people and. Israe 
Jews. seen themselves specifically as a 
nation. 

Healy should reconsider his out 
moded understanding of Jews, who se 
themselves.as being a growp of peop 
connected by more than just rel 
and who have a common history: Jes 
probably more than other groups his 
ically have strived to maintain ther 
selves:as a people. For more than 3,0 
years, Jews ‘have ‘existed. as a hom 
geneous unit due toa common de- 
cent: that- transcended just religion, | 
though during the Middle Ages th 
was the primary method of selfe 
sion. For Healy to assert that in| 
this is no longer the case is s 
ludicrous. 

‘In respect to the. assertion that 
Jews are not a nation, one simply. 
look towards the state of Israel 
futation. Noto alarge portio 
world Jewry:actually live th 
ditionally the vast. majority: 
Jews not living there see 
tral expression of thei 
Forty ye istence 
their own has 
the Jewish people 
tion from simply 


Healy’s content Ns 
no more than a religious group should 
be seen as a self-serving illusion de 
signed to ideologically undermine th 
legitimacy. of Israel. It contributes: 
thing to the understanding of Israel, the 
Middle East. or Jews to your reader 
Above.all it ignores the central. cay 
one of the world’s most dangerou 
flicts in the Middle East: this is n 
Jews of Healy’s hate = Zionists | 
movement that acknowledges Jew 
people-hood) ~~ but the intransiger 
fusal of the self-appointed re 
tives of the Palestinian Arabs to 
nise Israel and negotiate a te 
compromise. 


Victims of controls 

We fully support and totally agree 
your correspondent’s concise and accu 
rate remarks in the article A monop 

is forever [26 Feb.]. Our only regret i 
that it led to the banning of this issue o 


search and fo “Uy VOLE ape 
preciate it if your researchers in Indone- 
sia could come up 








remarks that the offspring of go 





-ment ministers are doing business at the | 


expense of the private businessman and 
| that many are victimised by it. = 
We are one of the many victims of 
this business practice: we:are in the ball 
and roller bearing business. Some time 
in March last year, the Indonesian Gov- 
“ernment: announced that the importa- 
tion of ball and roller bearings would 
have to be controlled due to the fact that 
Indonesia has now established a:man- 
facturing plant: (actually an assembly 
nt) for ball bearings known as P. T. 
m Sari Bearindo. 
. As members of the bearing trade, we 
re well aware that it is impossible to 
control the import of bearings.as there 
e tens of thousands of different types 
What Indonesia plans to.as- 
nly about 200 sizes when fully 
‘The present production ca- 
s factory is relatively small 
nitial-output is only 20-30 sizes 
to cater for demand in the motorcycle 
industry. The trick here is to impose a 
on tapered bearings and then this 
ctory will enjoy a monopoly on the im- 
port of bearings. 
The result has been one year of chao- 










cé is two months. On the other hand, 
Logam Sari Bearindo, through its 
nporting company P. T. Wironoto, 
s a constant supply of bearings from 
‘overseas which are completely assem- 
‘bled. The local company then uses its 
ywn packaging and supplies them to the 
arket. ' 
The supply situation became more 
critical for the bearing users as they 
often had to search’the whole country 
or a’suitable bearing for their machin- 
Yir is simply illogical that for a single 
‘bearing, the user has to apply for a 
icence in order to import it. As aresult, 
muggling of bearings became rampant 
nd attractive as bearing prices are very 
igh on the market. This runs counter to 
“the government's policy of encouraging 
oreign investment in Indonesia, and 
also'it affects the whole bearing industry 
n general. 
- "Phere has-been much criticism ofthis 
ractice as the effect of the ban and the 
ng delays in granting import licences 
caused unnecessary disruption to vari- 
dustries in Indonesia. But instead 
pealing this ruling, the directorate 
of foreign trade and imports announced 
on 16 February another set of regula- 
nis to supercede the earlier one. 
We in the trade are able to spot the 
screpancies in this regulation im- 
tely as we are all aware that exist- 
aring factories in Indonesia donot 











gh its trading arm, 
has already booke 
tories overseas for completely finished 
products of a majority of these sizes to 
take advantage of the ruling. 
Jakarta 


Spirit of talks 


In his article [12 Feb,] John McBeth re- 
ported that Pyongyang used the Team 
Spirit 86 joint military exercise as a pre- 
text to call off a new round of dialogue 
between North and South Korea. 





Hartono 


As he suggested, last year North | 
Korea announced that it would suspend | 


large-scale military exercises and stop 
all of them while North-South dialogues 
continued, calling on the US’and South 
Korea to follow suit. 

However, they staged Team Spirit 
86, claiming that the exercise was 
routine and defensive in nature. 

I think it is reasonable that Pyong- 
yang boycotted the planned talks. Mili- 
tary exercises do not serve as a measure 
to create a favourable atmosphere for 
talks and reduce tensions. How would 
Seoul react if Pyongyang staged such 
large military exercises with Moscow or 
Peking while dialogues were in process? 

(Team Spirit is billed as the largest 
combined ‘military exercise in the free 
world.) D 

Further, in his article, McBeth said 
North Korean Prime Minister Kang 
Song San signed the tetter handed over 
at Panmunjom. He was discharged from 
the post last year. The letter was jointly 
signed by O Jin U, minister of the Peo- 
ple’s Armed Forces and Li Gun Mo, 
the newly elected premier. 

Tokyo James M. Kim 


The myongmun malaise 


As a college student who underwent “an 
examination hell,” as Paul Ensor put it 
exactly, I read his stories on South Ko- 
rean education and its problems [ARTS 
& SOCIETY, 15 Jan.] with great interest. 
I feel, however, that he has not given 
proper weight to the exam burden of 
high-school students and its bearing on 
their extreme acts in anti-government 
protests at college. He has also over- 
looked the myongmun (elite school) 
malaise. 

Ensor bases his rationale of some 
South Korean students’ extreme trends 
on the explosion of the formidable exam 
pressure brewing throughout their high- 
school careers. Desperate acts like self- 
immolation are the products of a small 


knot of extremists in student dissident ° 


circles, protesting against the govern- 
ment and the contradictions in South 
Korean society. These radical acts must 
never be identified with anything like 
the exam préssure blowing ‘up because 
of their sudden endowment of so-called 
campus freedom. oi 





advance with fac- . 











uarters, the objective of Sout 
Kore ucation policy is hongikinkan 
(egalitarianism) on principle, but unfor- 
tunately it has long backfired on stu- 
dents and teachers, who often point the 
finger at the Education Ministry’s lack of 
consistency in its policies, thus dubbed 
choryongmokei (establishing a policy in 
the morning-and then changing it in the 
evening). In particular, the ministry’s 
policies on the college entrance-exam 
system, which have gone through a 
chronic cycle-of trial-and. error during 






























































- the past decades, with its central theme 


of egalitarianism long forgotten. 

In an © ironic. “twist to this 
egalitarianism; South Korean education 
today is suffering from the myongmun 
malaise, which is responsible for mass 
production -of ¢goistic, cold-blooded 
and inhumane'students. © — 

Some victims of this myongmun 
charm, now college students attending 
non-miyongmun ‘schools, drop tl 
studies’ half-way, -consumed v 
dreanis of myongmun, and again get 
down to the business of re-preparation 
for the college entrance exam in a bid to 
carry out their cherished dreams. In 
sharp contrast many myongmun under- 
graduates, who have been successfully 
admitted in total disregard of their 
academic appetite, are often found 
grappling with their mischosen majors 
in deep regret, helplessly torn between 
the strong desire to stop their boring 
studiés in order to start all over again as 
repeaters (of the exam) and their tena- 
cious clinging to the hard-won myong- 
mun credit. What an ‘ugly spin-off of 
myongmun’s creation in South Korea’s 
examination hell! 

Given the fact that people here are 
living in a unique society that is interwo- 
yen with emotional ties.and the same 
school backgrounds, chances are high 
that the myongmun malaise will put a 
dent in social. unity and harmony on « 
long-term basis by disrupting people-ti 
people solidarity and cooperation. This 
has already surfaced in many private 
companies where myongmun graduates 
usually enjoy more ‘high-profile atten- 
tion and get easier promotion than their 
mediocre colleagues simply on the 
grounds that they are from myongmun, 
thus generating a behind-the-scenes 
feud. 
Seoul 


Gospel truth 


John B. Cox [LETTERS, 12 Mar.], in 
commenting on the origins of Christian- 
ity, seems to think thatthe. belief in 
Jesus’ divine nature was concocted by St 
Paul. There are many “references 
throughout the synoptic gospels to Jesus 
as the Son of God. 

St Paul did not invent this belief, he 
based his theology on the living gospel- 
tradition of the church as he received it. 
Albuquerque Ursula Roberts 


C.S. Pyon 

























apan, having virtually conquered world markets in manu- 
facturing, is rapidly muscling-in on the global market in 
financial services — a process which already has earned 
the country immense international clout. At home, how- 


„ever, Japan's highly attra 


ive (and increasingly innovative) 


financial markets remain trammelied by a welter of bureau- 
cratic controls, some of which are now being rolled back. 
But progress is slow. FOCUS on Banking and Finance in 
Japan analyses the opportunities and pitfalls by market 
and by player. Pages 47-110. 

Cover illustration by Michael McKeever, 


us President ware authorises the 

CIA to step up. its activities in: the 
| Philippines. Meanwhile, US Ambas- 
ador to Manila Stephen Bosworth 
“repares to return to the US. 


my commander Gen. Chaovalit: 


s the stage for politi- 


The stroke , uffered by Vanuatu Prime 


Lini sparks speculation 
a successor and the direction 
le Pacific state’s foreign policy: 


ister 


ndia's security concerns, which had 


mainly centred on conventional mili- 

y threats from Pakistan and China, © 
wideras both Pakistan and india are. 
poised on the nuclear threshold and. 


_ the superpowers continue their arms 
build-up in the Indian Ocean. The in- 
dian Army also must cope with the 
problems of internal security. 








ge 118 
The US is determined to implement 
swingeing tariffs on selected Japan- 


ese electronics exports asa warning: 
| to Tokyo to control dumping and open 
| upits local market orrisk a trade war. 


Pages 119-120 


| Taiwan prepares to suspend ex- 


change controls in an effort to halt the 
ive build-up of its foreign re- 

. Meanwhile, Taipei girds itself 

ior a new round of market-opening 


South Korea’s cu ent-account 


with the hope of reducin 


burden of the debti issue. | 


peor oa l 
| China has introduced anear-austerity 


budget for 1987, providing for only 
marginal real growth in ‘spending after 
two years of rapid build-up in govern- 
ment outlays. 


Page 130 


_| Malaysia’s annual central bank report 


suggests the worst i is over for the bat- 
tered economy. 


Page 132 
Singapore is looking at ways to build 


| its maritime sector to. take better ad- 


vantage of the island’s competitive 
harbour facilities. 


Page 133 
Hongkong’s Jardine Matheson group 


| caps its recovery from virtual bank- 
| ruptey with plans for a share issue 
‘that paves the way for the founding 


Keswick family to entrench its control. 


pines emerges from pro-. 


hi 
tracted talks with commercial-bank 
creditors with the best rescheduling 
terms yet. offered to recalcitrant 
sovereign borrowers. 











pets aag Joe? 
` Slowly, st TET root 


me | ape to repay foreign debt, and | ` 
the political — 
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North Korea responds to 
- Seoul's talks proposal... 
North Korea has responded 
favourably to a southern pro+ 
‘posal for talks ‘between the 
prime ministers of the two 
halves of the divided penin- 
'süla, though it has shown no in- 
terest in meeting Seoul's pre- 
conditions to such a meeting — 
the resumption of stalled Red 
Cross and. economic talks, and 
new talks on the proposed. 
northern dam it regards as mili- 
tary threat. North Korean 
Prime Minister Li Gun Mo 
proposed to Lho Shin Yong, 
his southern counterpart, that 
the two sides hold preliminary 
ministerial level meetings on 23 
‘April to lay the ground for a 
meeting. A South Korean 
spokesman said “We are study- 
ing it very carefully.” ` 
Meanwhile, Pyongyang’s 
srospects of co-hosting the 
988 Olympics have suffered a 
etback as a result of the inter- 
national football ruling body 
Fifa’s decision to banish the 
North Korean’team from the 
mes. North Korea failed to 
ow up for qualifying matches 
gainst Malaysia and Thailand 
and Fifa rejected Pyongyang’s 
claim for automatic entry to the 



















































ognised only Seoul as the or- 
ganisers. ~~ Paul Ensor 


Four Thai aircraft crash, 
killing four pilots 

In what. was. described as the 
iggest single loss for the Royal 
hai Air Force, three FSA jet 
fighters crashed into a moun- 
tain in the lower-northeastern 


all three pilots. Also, a T37 

jet trainer crashed in Bangkok 
‘while taking part in an aeroba- 
tic show; its pilot was killed 
hile the co-pilot ejected to 
Saiety. 
: ~ Paisal Sricharatchanya 


Japanese businessman 
released in Manila 
Kidnapped Japanese business- 
an: Nobuyuki Wakaoji was 
leased on the outskirts of 
Manila on 31 March after more 
an four months in captivity, 
*hilippine Government of - 
ċials said. Wakaoji, head of the 
Manila branch of Mitsui and 
o., Was apparently in good 
éalth but was admitted into 
ospital for a check-up. The 
kidnappers had demanded 















inal as co-hosts, saying it rec- | 





US$S5 million for his release, 


but officials would not com- 
ment on the motive or on whe- 

ther any ransom was paid. 
Meanwhile, President Cora- 
zon Aquino has given a qua- 
lified endorsement to groups 
being formed in various 
localities, frequently with en- 
couragement from local mili- 
tary commanders, to combat 
the influence of the communist 
insurgency. However, while 
visiting Mindanao in late 
March, she said she could only 

support unarmed groups. 
— James Clad 


Canberra clears media 

magnate Kerry Packer 

Australian Attorney-General 
Lionel Bowen has cleared 
media magnate Kerry Packer 
of accusations levelled during 
the inquiry by a royal commis- 
sioner, Frank Costigan, into 
organised crime (REVIEW, 15 
Nov. °84). No evidence was 
found to back suggestions 


Packer was involved in a tax of- 
fence, drug smuggling, or the 





death of a Queensland bank 
manager. Bowen said the alle- 
gations had done “incalculable 
and unwarranted damage” to 
Packer’s reputation, and said 
Australia’s legal system had no 
place for “guilt by association 
or denunciation.” 

— Hamish McDonald 


Pakistan shoots down 

Afghan military aircraft 

Pakistan Air Force fighters 
shot down an Afghan military 
aircraft on 30 March. The 
Soviet-made aircraft had flown 
16 km inside Pakistan territory, 
120 km west of Peshawar. The 
incident followed repeated Is- 
lamabad warnings to Kabul fol- 
lowing attacks on Afghan ref- 
ugee targets inside Pakistan’s 
North-West Frontier Province, 
the Jatest of which on 23 March 
resulted in the deaths of 100 
people. — Husain Haqqani 























BUSINESS d 


Bond may buy 38.1 million 
San Miguel shares 
San Miguel Corp. has reached 
agreement with Australia’s 
Bond Holdings on the sale 
of 38.1 million shares of the 
Philippine industrial giant now 
under government sequestra- 
tion. Bond has agreed to pay, 
P125 (US$6.10) a share. The 
transaction is under review 
by the Philippine Presiden- 
tial Commission on Good 
Government, which wants 
to make sure it does not 
benefit ousted president Fer- 
dinand Marcos or any of his 
business associates who used to 
control San Miguel. 

— Jose Galang 


Si growth hits . 
6% in first quarter i 
Singapore’s stockmarket rose 
strongly to the news that gross 
domestic product grew by 
about 6%. (annualised) in the 
first quarter of this year and 
may expand by 5% between, 
April and June. These figures 
have emerged from a ministry- 
evel unit set up last year to 
construct an econometric 
model and to develop leading 
indicators to help predict busi- 
ness trends. At the beginning 
of 1987, the government pre- 
dicted that Singapore would 
grow by 3-4% this year, after 
expanding by 1.9% in 1986. 

-~ Nigel Holloway 


CSR moves out of oil 

and back to sugar 
Australia’s CSR has continued 
its retreat from debt-laden re- 
source investments by selling 
Cooper Basin oil and gas pro- 
ducer Delhi Petroleum — rep- 
resenting about one-quarter of 
group assets — to Esso Austra- 
lia for A$985 million (US$694 
million). 

CSR simultaneously an- 
nounced am A$2.20-a-share 
takeover -bid for Pioneer 
Sugar, valuing it at A$263 mil- 
lion. The company said it was 
now “going back to the things 
we do best” by concentrating 
on sugar and building materials 
after diversifying into iron ore, 
coal and oil in the 1970s. í 

— Hamish McDonald 


Dubai-based Chhabrias 
win Shaw Wallace 
Shareholder rights and Non- 
Resident Indian: (NRI) “in- 
terests won a major victory 


when Dubai-based brothers 





:/ peeted to mal 





both won directorships at the 
annual ‘meeting’. of India’s 
Shaw Wallace Corp. (SWC), 
a former Sime Darby- sub- 
sidiary. Three other Chhabria 
nominees also “joined the 
board. Their triumph climaxed 
a two-year battle for control of 
the century-old. Calcutta trad- 
ing house; which enjoys .a 
major share. ofthe Indian li- 
quor market. 

The: Chhabrias scuttled a 
proposed bonus issue designed 
to dilute NRI stakes in SWC. 
Instead, they promised share- 
holders an even. more re- 
munerative issue soon. 

-= Lincoin Kaye 









Pohang. Iron & Steel 

(POSCO), South Korea’: 
¿state-owned steel. giant, is ex 
ke its first public 
share offering with the sale oi 
26.1% ‘of its equity shares, now 
in the hands: of the country’: 











_four main commercial banks. 
‘The sale will take place.on < 
¿new over-the-counter marke 
to.open in Seoul in. April. The 
Won 110° billion” (US$130. 
million) worth of shares. to be 
offered are expected to fetct 
up to. four..times: par value 
roughly half of the. capitalisa: 
tion of Yukong Ltd, the coun- 
try’s largest listed firm. The de 
cision to offload the banks 
shares so soon, ahead. o 
POSCO’s full listing, which i: 
not expected to come unti 
1988 or 1989, was linkec 
to the banks’ urgent need tc 
raise «money, because of thei 
sizeable badioans: pih 
~ Paul Ens 


bial aeth 4 bourse bars 
new B share issues 
Proposals by leading Hong 
kong companies. Jardint 
Matheson Holdings, Cheun; 
Kong (Holdings) and Hutchi 
son Whampoa to create a sec 
ond class o ordinary shares ha 
prompted the Stock Exchang: 
of Hongkong to halt sucli 
moves. While initial indica 
tions: were that the exchang: 
would allow the three to lis 
their B shares — worth onb 
10% ofthe A-share par valu 
‘but carrying equal voting right 
— tio new: applications will bi 
permitted until a principle ha: 
been-established. Jardines. lec 
the recent initiative to creati 
the new class of equity, de 
signed to protect equity. contro 
‘positions (see page 133). | 
ae “ie John Mulcahy 




















lH shortly sell its 
in Korea Merchant 
“orp. (KMBC) to the Bank 
1, MBC was the first of 
orea's joint-venture 
hant banks, founded in 1976, 
urrent paid-in capital of Won 
12 billion (US$14.2 million) and net 
worth of just under Won 30 billion. 
: Barclays Bank, which hasa 25% share 
KMBC, will keep its share, as will 
BC's 10 other South Korean 
shareholders. 


MBLING CONCESSIONS 
ing Highland, operator of 


Malaysia's only casino gambling 
Ki cession, often regarded asan 





























these days, Kim I! Sung no longer 
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ang ’s more pro- Soviets stance re tening exercises 
ae aducted t to the north o 


makes-a public display of their 























Afghan rebels. shot down at least 15 
. Soviet and. Afghan military aircraft in recent 

fighting, Western diplomats in Islamabad 
said (3/ Mar.). , 


CHINA 
The National People’s Congress: Sepa 
| with former general secretary Hu Yaobang 
attending (25 Mar.). 


HONGKONG 

The South African Government became 
the lith country to recognise the British Na- 
tional (Overseas) Passport {26 Mar, ). 


INDIA 
The ruling Congress party lost.its foothold 
in West Bengal and Kerela to leftists in state 
élections, but held power in an alliance with 
the National Conference in Jammu and 
» Kashmir, it was réported (26 Mar.). Asoke 
Kumar. Sen resigned as law minister accept- 
ing “moral responsibility” for the Congress’ 
- deteat in the elections (29 Mar.). Nearly 
< 100,000 Muslims. marched from India’s 








border town and rebel base 
frontier killing five people and inj 











biggest mosque to parliament to protest |. 
aaa the opening of a religious shrine to 
indu worshippers (30 Mar.). 


MACAU 


China and Portugal initialled an agite- ! 





“ment to hand the territory over to China in): 


1999 (26 Mar. ). 


MALAYSIA 4 
A cabinet minister claimed detepives 
were being offered money to vote against ¢ 
Prime Minister Datuk Seri Mahathir 
Mohamad at party polls later this month, it | 
was reported (30 Mar.). 


NORTH KOREA 
North Korea called for talks between the 

two countries’ prime ministers and: 

a ministerial-level preparatory 

Mar.). 


PAKISTAN 
Afghan warplanes bomb 


| soaked er 
of a series ¢ 
niversary of 
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By Robert Delfs in Peking 


bove all else, the National People’s 
Congress (NPC) session which 

















“show of unity, symbolised by Hu 
Yaobang’s appearance at the opening 
| session as a member of the presidium, 

his first public appearance since losing 
- his post as general secretary of the com- 
munist party in January. 

The centrepiece was Premier Zhao 
|. Ziyang’s report on the work of govern- 
ment. The first extended and authorita- 
. tive exposition of China’s state policy to 

appear since Zhao took. over from Hu, 

the speech marked the new lines of com- 
promise between the reformist and con- 
servative elements of the leadership. 
These positions. were not really re- 
conciled, however, but rather simply 
combined. It-is possible to read Zhao’s 
speech both as a victory for the refor- 
mists, whose economic programme re- 
mains largely intact, and for the conser- 
vatives, who have achieved some long- 
sought political and ideological objec- 
tives. Zhao’s speech thus suggests a 
complex political balance within the 
party leadership. 

Surprisingly, Zhao alluded openly to 
the tension between reformists and con- 
servatives, which other leaders have 
firmly denied in the past. 

“We must take note of the fact that 
some people favouring reform and the. 
open policy are not sober-minded 
| enough,” Zhao said, “and others who 
stress adherence to the four basic princi- 
les are not mentally emancipated 
nough.” But Zhao characterised this as 
question of understanding, not a poli- 
al struggle. The four basic principles 
e adherence to the socialist road, peo- 
*s democratie dictatorship, leader- 
of the party, and Marxism- 
inism and Mao Zedong thought. 
‘ore elements of the economic re- 
programme already implemented 
proved are to be continued. But 

are no new economic reform 
ives, and conservative economic 
were incorporated in a renewed 
is on the role of the state sector, 
icit commitment to avoid exces- 
me differentials that could lead 
olarisation. 

onservatives have won en- 
t of the campaign against 
liberalisation, and upholding 
ic principles has been ele- 
“central task in the politi- 
al sphere” and the “com- 
basis for the unity and con- 
e” of the Chinese people. 























began on 25 March was intended as a 





be 


Zhao ` criticised exponete ` of | however 
bourgeois liberalisation, who he-said | sertion t 
are “trying to break away from the | liberalisatio 
leadership of the communist party, x “curbed,” and’ 
negate the socialist system in favour of piine í 
capitalism.” He also affirmed tighter 
ideological controls on cultural affairs, 
publications and the media, and that 
“the Marxist stand, viewpoint, and 
method should be used in social science 
research.” 

The views of. political. moderates, 
















eof demarcat 
ist.academic views, eS 
takes and faults in ac A 
on; the one hand, q2 
Jiberalisation on the othe Pis 
fully restated the limits on th / 
against bourgeois liberalisatiq 
is “strictly confined within the 
ainly. in the  political/ideot 
eld,” and that it will not be condu 
in rural areas. 

But the fact that the campaign was 
discussed at. length in a government 
work report belies the notion that this is 
a purely intra-party affair. 
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T: government work report was sur- 
prising for its internal inconsisten- 
cies, which are uncharacteristic of 
Zhao’s writing and may represent awk- 
ward political compromises. 


“In literary and artistic creation and 
in academic research, we should .. . 
continue to advocate freedom in crea- 
tive academic work and free exchange 
of views and criticism and counter-criti- 
cism, and we should encourage bold 





Factory workers: reforms deadlocked, ‘™%x™=s 
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eed the voice of the masses.. :>. im- 
erse themselves in the activities of the 
cople so as to mirror ‘our age and 
| create more outstanding works which, 
embodying our socialist cultural and 
ideological progress, can better serve 
-the people and socialism,” Zhao also 
‘prescribed. ` 
~ 1 Zhao’s report is being deliberated by 
NPC delegates, together with Minister 
of Finance Wang ee 2 bay report on 
. the implementation of the state budget, 
© (page 128) and the report by Song Ping, 
| the minister in charge of the State Plan- 
«ning: Commission, on the draft state 
an for 1987. Officials have confirmed 
ere will be further changes in Zhao’s 
-draft before the report is approved and 
adopted; ooo 
Nearly three-quarters of the speech 
was devoted to economic affairs, includ- 
pbeat assessment of last year’s 
s at reducing the excessive rate of 





















































orni: growth, diversification in ag- 
Mriculture and development of -rural in- 
dustry. In. the longest. section. of the 
four-part speech, Zhao:sought to reas- 
sure audiences in China and abroad that 
the economic reforms remain on track. 
a ill be no change in the basic 
zy Outlined. in: the. historic 
mmittee “decision” on 
ic reform, nor in any, of 
the economic reforms: already im- 
plemented. or approved. Zhao specifi- 
cally endorsed further management re- 
orm:in. enterprises and continued re- 
orm of labour.and wage systems. 
Zhao: also called reform of the irra- 
ional price structure and price-control 
stem “imperative,” but he acknow- 
dged “economic and: psychological” 
rains on énterprises and people result- 
g from price increases:in the past few 
ars, and said that. changes this year 
ll be limited. 
Despite general. assurances that re- 
ms will continue, the status of these 









ters and artists should 


































\ draft enterprise law providing the 
legal. structure for’ converting state- 
owned enterprises into joint stock cor- 
porations, and the long-debated bank- 
ruptcy law was to have been consi- 
dered at this session. But on 20 March, 


dnot present the draften- 
d the full session for con- 
sideration, | i nterpris 
form was still in the process of “deepen- 
ing” and that some important questions 
still needed further investigation. 
The fact that the standing commit- 
tee, headed by prominent conservative 
politburo member Peng Zhen; did not 
present. the enterprise: law to the full: 
NPC may not be a conservative victory, 
however, but rather a signal that the de- 
bate over enterprise reform is dead- 
‘locked. i 
In some areas the focus of reform ap- 
pears to have shifted since 1986. On 


management reform, Zhao stressed last 
year that “state supervision over enter- 
prises should be changed gradually from 
mainly direct to mainly indirect control” 
and. that it “is necessary to. reform the 
planning system further by reducing ap- 
propriately the ratio of mandatory plan- 
ning, increasing the scope of guidance 
planning and market regulation...” 











TE year, Zhao did not openly call 
for reduced mandatory planning, 
but he noted that decision-making pow- 
ers delegated to enterprises have been 
held up atthe intermediate: levels in 
localities and departments. “We. have 
yet to create conditions for giving enter- 
prises full managerial authority and full 
responsibility: for their own profits and 
losses,” Zhao-said. Nor has: a satisfac- 
tory combination of. responsibilities, 
powers and benefits been achieved. 
That is why, Zhao said, “enterprise 





behaviour cannot, on itsown, meet the 
needs of overall state policy, nor can it 


t enterprise re- | 





“ship of the p 
mainland. 
| capitalism is 












hile 
of “allo 
prosperous ahead of others 
o Ke. stresse 
“been caus 
fierent. 




















nology. 

Zhao spoke, directly to. concerns. 
about China's political campaign in’ a 
meeting with Hongkong and Macau — 
delegates on 31 March. “We will notdo: 
anything that wil m the prosperi 
and stability. in 
sent orim 4 
delegates, .¢ 
is intended 












ed,” Zhao s 


In response toa question by Hong: 
kong delegate Deacon Chu of Asia Tele 
vision, regarding excesses of the cam 
paign in some provinces, Zhao said that: | 
“it is difficult to guarantee there will be | 
no deviations insome areas carrying out 
the struggle .. . ina country aslarge and: 
-populous as China,” but he ‘said that. 
such incidents do: not- represent: th 


“You can relax,” Zh 
can practise bourgeois li 

Regarding immediate t 
affirmed the urgent nee 
grain: production thi 
down investment. “Fixe 
ment outside the state plan... has yet t 
be brought under control,” Zhao said 
endorsing the State Council decision on 
“three guarantees. and three resin 
tions” to hold down non- product 
projects outside the key sectors of trans 
port, telecommunications and raw mat 
erials. 

Zhao also endorsed the “protra 
campaign to increase production, pra 
` tise economy, raise revenue and redu: 
expenditure.” This slogan, which por 
edly omits any reference to reform, ha: 
been frequently raised by conservatives 
in recent months, but Zhao insisted 
ith reform. 









it must be integrated: 



































































































By Louise do Rosario 


cis and Portugal initialled a draft 
agreement on the future of Macau 
in Peking on 26 March, under which the 
erritory will revert to China on 20 De- 
cember 1999, after almost 450 years of 
ortuguese administration. But while 
he future of Macau’s 400,000-plus 
population has been decided, differ- 
nees over the nationality status of local 
izens entitled to a Portuguese pass- 
tt -~ dealt with in two memoranda — 
ain and will be tackled by a joint- 
son group. 


prime ministers of both countries are 
expected to sign. the final joint declara- 
tion this month and it will then be 
formally ratified by China’s National 
_ People’s Congress. 

Like Hongkong, Macau is to be a 
highly autonomous special administra- 
tive region (SAR) to be vested with 
“executive, legislative and independent 
judicial power” in all local matters, ex- 
ept foreign relations and defence. 
~Macau’s current social and economic 
systems and.lifestyle will remain “un- 
changed for 50years.” Under the name 
Macau, China, the future SAR can par- 
ticipate in international bodies as an in- 
dependent entity; there will be a free 
flow of capital, and the Macau pataca 
will remain freely convertible. 

‘The future SAR government and 
legislature are to be composed of “local 
inhabitants” and the chief executive will 
_be appointed by Peking “on the basis of 
the results of [local] election or consul- 
tation.” Civil servants of al 
nationalities can continue to work 
beyond 1999 andto enjoy pension and 
other benefits. a 

As is the case with Hongkong, China 








Peking.and Lisbon agree on Portuguese territory’s future 


and Portugal are to form a joint-liaison 
group to deal with complicated issues, 
including Macau's status in interna. 
tional bodies such as Gatt and future 
identity and travel documents. 

The draft agreement stipulates that 
“the interests of residents of Portuguese 
descent,” or Macanese as they are com- 
monly known, will be protected and 
their customs and cultural traditions re- 
nnr The Macanese, numbering 
about 8-10,000, constitute a special 
local interest group because they domi- 
nate the civil service and are active in 
local politics. Because of their fluency in 
both Portuguese and Cantonese, they 
also act as important middlemen be- 
tween the Portuguese administrators 
and the Chinese community. 

But the thorny issue of nationality 
was dealt with by an exchange of 
memoranda. China has agreed to allow 
Chinese nationals holding Portuguese 
Passports to continue using them as 
travel documents beyond 1999. How- 
ever, they would not be entitled to Por- 
tuguese consular services in Macau or 
elsewhere in China. 

In its memorandum, Portugal said 
Macau people holding Portuguese pass- 
ports can continue using them after 1999 
but that no one can acquire Portuguese 
citizenship “by virtue of his or her con- 
nection with Macau” after the handover 
date. What is meant by “connection 
with” is not defined in the memoranda. 

Under present Portuguese legisla- 
tion, any Macau-born person with one 
Portuguese parent is entitled to a Por- 
tuguese passport. Before 1981, anyone 
born in Macau was entitled to a Por- 
tuguese passport and officials estimate 
potential Portuguese passport-holders 
at about 100,000. The memoranda does 
not state whether Macau citizens hold- 
ing Portuguese passports can, after 
1999, have the right of abode in Por- 
tugal and enjoy‘other privileges granted 
to other Portuguese nationals. 





mitrast to the if- 

icult Sino-British négotiations: o 
Hongkong, the Macau talks took only 
nine months and were largely unevent- 
ful. But Portugal was ill-prepared for 
the talks. Its negotiating team did not 
include the. Macau governor or any 
China specialist and only one of its 
members had worked in Macau before, 
Medina, the chief ne otiator, is Por- 
tugal’s former ambassador to the UN. His 
team visited Macau only once for a few 
days last year to gauge public Opinion. 

The only point on which Portugal ap- 
peared to have a strong stand was 
Macau’s handover date. It said that 
given the many complicated issues in- 
volved in the transition, Macau should 
be handed over later than Hongkong, 
preferably in-2007 to mark 450 years of 
Portuguese settlement. But China pub- 
licly stated that Macau must be reco- 
vered before the end of this century, 

Analysts view Portugal’s fight and 
subsequent stepping-down over thm 
handover date as a strategy to seo : 
concessions, such as those for the 
Macanese, and future business con- 
tracts from China. Portuguese com- 
panies have expressed interest in build- 
ing a planned Macau airport. 

The most remarkable 





feature 





throughout the Macau talks was the 
complete silence of the Macau people 
on their future. A legislative council- 
lor’s proposal last year to set up a special 
group to monitor the issue was over- 
whelmingly rejected at the Legislative 
Council. There was no large-scale pub- 
lic-opinion survey, no lobbying or open 
debate on the issue. 

The common feeling was that 
Macau, being economically less signifi- 
cant than Hongkong to China, could not 
possibly get a better deal than its big 
neighbour. It remains to be seen whe. 
ther Macau citizens will be equally timid 
if Portugal introduces new nationality 
laws that are against their interests. 





» Peter. Wise writes from Lisbon: x | 
king’s unexpected concession of what 
amounts to dual nationality for an esti- 
mated 100,000 Chinese in Macau was 
seen as a negotiating victory in an over- 
all accord which Portuguese and Macau 
officials acknowledged as the best possi- 
ble agreement Lisbon could have won. 

But leaders of the Macau community 
and Portuguese administrators express- 
ed reservations over how the agreemen! 
on nationality would be put in practice 
by China. In theory, Macau resident 
holding Portuguese Passports will b 
free to live in Portugal and, eventually 
any other country in the EEC. 

But the memoranda on nationali: 
leave room for differing interpret 
tions and officials fear it may be a reci; 
for future wrangles. One Portuguese < 
ficial said complexities could arise afi 





1999 over renewals of Portuguese pa 





ports, which are issued for a maxim) 
of five years. 
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How to select the right partner? 


When a country decides to start a nuclear power program, it must 
face many problems. They may be economic, financial, industrial, 
technical or scientific. Furthermore, the list of materials and ser- 
vices suppliers or consultants contained in a nuclear directory is so 
long and abstruse that reading itis not a great help to select the right 
partner. Indeed, the good beginning is to establish a solid relation- 
ship that will just meet your needs, without any restraint. The part- 
ner will have to be reliable, experienced, competitive and flexible. 
Cogema could be this partner, as the only industrial company maste- 
ring all the aspects of the nuclear fuel cycle. After 40 years of experi- 
ence with the French nuclear program, Cogema services today over 
60 utilities worldwide. Eventually, more utilities may take the road 
to nuclear power, with Cogema and its subsidiaries standing by as 
partners, ready to service their needs: consulting, uranium explora- 
tion and mining operation, supply of products and services, equip- 
ments and engineering. To select the right partner, come and meet us. 


@ 
COGEMA 


k The nuclear fuel company 
! 2 rue Paul Dautier. BP n” 4, 78141 Vélizy-Villacoublay. Cedex France. 
Tal WMRAARORAL Talaw Cacom 607822 FP 








The Minolta 7000. 
The world’s best-selling and 
No.1 award-winning autofocus SLR. 


Minolta’s Hi-Tech autofocus technology that revolutionized SLR 
photography. Astonishing speed. Brilliant accuracy. Incredible 
ease of operation, even in flash photography. They're all 
convincing reasons why the Minolta 7000 is the number one 
choice worldwide. Isnt it time to take a firsthand look at the 
autofocus SLR that’s second to none? 
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lere come the spies | 


Reagan authorises the CIA to give more help to Manila 


By Nayan Chanda in Washington 
S ome 27 years after the CIA's legend- 
lary Col. Edward Lansdale arrived in 
Manila to advise then Philippines de- 
fence secretary Ramon Magsaysay on 
fighting the Huk communist in- 
surgency, the US intelligence agency is 
again being given an expanded role in 
“Manila’s effort to defeat today’s com- 
munist New People’s Army (NPA): 
* However, despite increased US support 
for. the government’s counter-in- 
surgency efforts, there seems to be a 
' continuing divergence of views between 
the US State and Defence departments 
m an approach to.the Philippines. 
US administration officials implicitly 


ed to the REVIEW news reports” 


| President Reagan recently au- 
thorised the CIA to engage in covert. op- 
erations in the Philippines to assist in 
‘President Corazon :Aquino’s counter- 


insurgency operations. According to | 
one news report, the CIA would spend: | 


US$10 mill 








ion on a two-year program- | 
> for covert operations and to provide: | 


ntelligence, including aerial || Sigur: positi 


veillance and mapping of insurgent- 
trolled zones. Another news report 
uoted a “critical Washington source” 
s Saying that the CIA’s plans have been 
approved by Aquino. 


ce. He said sharing of such intelli- 

ice with the Philippine Government 
has been going on for.some time. 

] 


tis not clear whether it isthe CIA or | 


US military that provides such infor- 
tion. A recently declassified US 
ernment report ‘says that in 1984 

1985 two aircraft of the US Air 
‘orce’s Ist Special Operations Squad- 

ron, based at Clark air force. base inthe 
hilippines, were seriously damaged by 
groundfire while on “routine low-level, 
|. terrain-following missions” over north- 
ern Luzon, where the NPA is active. It 
is possible that such reconnaissance 
“training missions,” as they are called in 
the report, have also been used to 
.. gather intelligence on the NPA. 

Sources said the last CIA station 
chief in Manila, as well as US ambas- 
sadors.in the early years of ousted presi- 
dent Ferdinand Marcos’ administra- 
tion, cared little about. the insurgency. 
‘However, the current station chief, who 
has. been in the Philippines for two 





ears, is credited by the sources as being 
etter tuned-in to problems there. 

The fact. that the CIA had a very 
“chummy” relationship with: Marcos’ 
intelligence agencies but failed to.deve- 
lop its own “assets,”. the sources: said, 


| led to serious intelligence gaps. More- 


over, the departure of Marcos’ armed 


| forces. chief, Gen: Fabian. Ver, and 


other Marcos: loyalists in. the military 
have left the country’s ‘military-intelli- 
gence -system and. its National» In- 
telligence.. and Security -Authority 
demoralised and weakened. The CLA 
would now play a rolein reinvigorating 
these organisations and providing advis- 
ory and material assistance so as to en- 
able them to better cope with the increas: 
ing communist threat, the sources said. 
While the CIA gears-up for action, 
working-level specialists from the US 
National Security Council and the:De- 
fence’ Department have been visiting 
the Philippines ‘to: make: fresh. assess- 


| ments of the threat posed by the NPA. 


Althouse steps are being taken to deal 
“A with the insurgency, the US State 
Department.and the Pentagon disagree 
over the approach to take: vis-a-vis the 
Aquino: government's. handling. of: the 
insurgency. In the past, some Pentagon 
officials have criticised Aquino’s cease- 
fire policy as naive and a waste of time, 


Exit the ‘Pro-consul’: page 20 


| Pacific, said that 

| of the Philippine 
| positive” and tha 
| ment was addressing insurgency “r 





her approach 

However, the er 
earlier this year and o'sa 
military campaign against the 
gents have not moderated the De 
Department's criticism. While test 
ing before the US House of Represent 
tives’ subcommittee on Asian an 
Pacific a 


mes.” ; 

Testifying before the same subcom 
mittee, Gaston Sigur, assistant secret- 
ary of state for East Asia and the 


go 


tically and effectively.” The differing 


| tone of. the two presentations was 


further accentuated 





|| sued a statement 
| sented” whi 


Department was | 
surgency, the depa 
ment. It said: “Dr. 
spokesmen forthe: 
stated that there-is a ne 
prehensive plan to address ‘the corn: 
munist threat. Sach aplan would in 
grate military efforts with those of the 
civilian government agencies to addres 
the root social and economic causes of 
the insurgency,” > 

The statement also said that Sigu 
“did not indicate that there was no nce: 
for further progress in the Philippin: 


| Government's. counte 


forts. Indeed the depa 
agree fully with Mr Arm 
against complacency.” 
State De 
tage stressed the pro : : 
vanise the congress into voting for e- 
US$260 million economic and militar 
aid package that the Reagan adminis 
tration is seeking for the Philippines. 
Well-placed administration sources 
‘say the differences ape US Govern: - 
ment departments on the Philippines ce< _ 
flect different perspectives. While th 
Pentagon and the CIA attach overtiding 
importance: to the counter-insurgency — 
effort, the State Department jean 
wards being more supportive of Ag 
in her attempts totevive the eco 
and achieve political stability aepart« 
long-term effort to defeat the com 








munists. a 














‘By James Cladin Manila 


ocal commentators sometimes call 
the US ambassador here “the pro- 
consul.” This is both an apt and a mis- 
leading description, not only of the job 
Stephen Bosworth leaves on 2 April, 
but also of the extent of direct or 
official US influence in its former col- 
Oo 





ny. 

ihosi US interests have a wide 
reach here, they remain fixed above all 
on two strategic military facilities in 
Luzon: Clark air base and the naval air 
installation at Subic Bay. The current 
Military Bases Agreement (MBA) be- 
¿tween Washington and. Manila govern- 
ing their use expires ‘in 1991. Its re- 
negotiation will become the key 
‘foreign-relations issue of Philippine 
President Corazon Aquino’s gov- 
ernment over the next three 
years. 
> Tnaninterview, Bosworth, who is re- 
“tiring from the US foreign service, said 
he US military presence in the Philip- 
pines will continue. Although the talks 
_to extend the MBA will be exasperating 
a review. of the agreement begins in 
1988 — only two. key areas of concern 
stand out, Bosworth said, “sovereignty 
-and operational control” and “compen- 
sation.” Both. matters, he. said, will 
-move to national centre-stage here once 
the last of this year’s three. electoral 
-exercises — the 8 February plebiscite, 
an. 11 May legislative election and a 24 
August local-government poll —- are 
tof the way... ~ 
_. Meanwhile, Bosworth says the cur- 
rent tone of the bilateral relationship 
augurs well for the talks. Most problems 
fall into a daily management rather than 
a crisis category; though occasional up- 
“sets such as a recent incident: when 
-guard dogs pounced on poor Filipinos 











Exit the ‘Pro-consul’ 


Ambassador Bosworth ends his tour as bases agreement looms 


scavanging illegally inside Clark, do 
occur. 
Sovereignty and operations ques- 


tions, he said, will probably narrow. 


down to ideas for giving more substance 
to the Philippine sovereignty that was 
symbolically and formally acknow- 
ledged during the last MBA renegotia- 
tions in the mid-1970s. Nominal Philip- 
pine commanders at Clark and Subic 
Bay will be looking for more real con- 
trol and authority, “although there is 
not a lot left on the tree after the 1979 
and 1983 negotiating rounds,” Bos- 
worth said. He is vehement that the US 
military has been “sensitised” to Philip- 
pine sensibilities, pointing to Philippine 
prohibitions on bombing runs from 
Clark during the height of the US’ war 
in Vietnam. 

Compensation questions will be 
more vexing. Bosworth likens much of 
the current, preliminary haggling to a 
“commercial transaction, like negotiat- 
ing in a bazaar for a rug.” Although.he 
expects little patience from Manila with 
US arguments about other countries — 
such as West Germany or Japan — pay- 
ing for US facilities, Bosworth thinks 
local expectations could seriously out- 
pace US willingness to pay. 


R orpkably little attention in Man- 
ila focuses on shrinking US foreign- 
assistance budgets, and Washington 
also complains about “invalid compari- 


sons” between Nato base-renewal negoti- ` 
ations and the price for a new MBA, | 


Some local politicians. — securing -a 


good deal on the bases is a popular and- 


easy political issue — even suggest peg- 
ging US “rental” to the billion-dollar 
costs of relocating the bases elsewhere. 
However, the recompense issue has a 


-after World War II. 








Filipino sense of grievance about US 


help dates back to complaints about the 
amount of reconstruction aid received 






















































But these are questions which follow 
a tacit acceptance of the MBA’s. re- 
newal. Another is.the frequency with 
which the new agreement will be re- 
viewed, 

In any event, the nationalist strain of 
automatically anti-American sentiment 
— unhappy about everything from off- 
base prostitution to nuclear attack in the 
event of war — will probably not figure 
as a major concern; Bosworth said. Nor 
will clauses in a newly: ratified constitu- 
tion (REVIEW, 12 Feb.), proclaiming an 
anti-nuclear weapons policy, or setting 
out legislative-approval procedures for 
a new bases treaty pose insurmountable 
problems, he said. 

The state of the Armed Forces of the 
Philippines (AFP) remains an impon- 
derable in the remainder of the decac 
directly affecting the government’s a , 
lity to turn back the communist-led in- 
surgency. Politicised. after the 1986 re- 
volt, rent by quarrelsome factions.and 
boiling up into awkward mutinies over 
the past year, the AFP remains an often 





| ill-disciplined fighting force. 


However, Bosworth thinks reforms 
are slowly occurring. He played down 
comparisons between Central. American 
counter-insurgency and: the Philippine 
experience, saying that Thailand’s suc- 
cess in: countering its communist- 
backed insurgency has more lessons for 
the Philippines. “Much more scope for 
effective use of government: program- 
mes exists [in the Philippines] than in 
Salvador,” he said, “where a US mili- 
tary commander sat in the [operations] 
room. We do not want that here.” 

Nicolas Platt, the new US ambas- 
sador-designate, must gain US Senate 
approval and then agreement from 
Aquino’s government, ‘which is miffed 
that it only learned of Platt’s nomini 
tion from press reports. Even withouc 
the bases negotiations, US commercial 
and financial interests here guarantee 
Platt a full in-tray. Still, the coming 
talks, to be coordinated by the US State 
Department’s political-military office 
and by Aquino’s own office, will take 
the front seat. 

By most accounts, Bosworth has 
ably served his country’s interests dur- 
ing nearly three years in Manila. De- 
spite President Reagan's . hesitations 
even to the very end, Bosworth, with 
the State Department behind him, deft- 
ly navigated a transition period that 
evicted a liability, Marcos and. com- 
pany, and installed a. government 
riendly to US interests: He leaves as 
the bilateral agenda becomes clear, up 
to and beyond the end of the decade. 


“Pro-consul” or no, primary US in- 


terests seem secure in the wake of his 
departure andin the run-up to talks to 
entrench them still further. a 
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OREIGN RELATIO 


Charge, counte 


_ By Paisal Sricharatchanya in Bangkok 


pere an easing of trade restrictions 
‘plus increasing cultural and border 
contacts, Thailand's- diplomatic ties 
‘with socialist Laos remain at. arm’s 
dength. A Bangkok visit in late March 
‘by. Lao Deputy Foreign Minister 
Souban Sarithirath failed to make any 
headway in normalising bilateral rela- 
_ tions, strained over three remote border 
-Villages.in mid-1984. 
> Souban and chief Thai negotiator 
Arun Panupong, a respected diplomat 
_who was former deputy foreign minister 
nd is currently adviser to the prime 
minister, traded charges and counter- 
charges during shortened talks on 25-26 
arch. In the end, the seemingly 
ivourable atmosphere that existed in 
he aftermath of the previous round of 
ks held in Vientiane last November 
had clearly evaporated. 

To most. people, it would seem the 
gotiations were a waste of time,” 
mmented one Bangkok newspape 
itorial. A- Thai spokesman called the 
» “a big disappointment.” The 
ured atmosphere has dimmed the 
rospect of a follow-up visit to Vien- 
ane by Thai Foreign Minister Siddhi 

yetsila. 

In light of Lao propaganda attacks in 
the weeks prior to Souban’s visit — 
using on alleged Thai insincerity in 
nting to resolve the territorial dis- 
ute, plus the recently concluded Thai- 
































charge 


Thai-Lao talks get nowhere and only sour the atmosphere 


The disclosure was branded by Thai 
officials as a serious breach of diploma- 
tic etiquette. As Arun put it: “We are 
the host and we are broad-minded. 
They asked to see the press and we com- 
plied. Common sense should rule what 
the guest should or should not do.” 

Among the Lao allegations: Thai 


Laos through the infiltration of spies 
and saboteurs; Thai-trained Lao agents’ 
involvement in the 9 March bomb ex- 
plosion outside the Soviet Cultural 


Centre in Vientiane during Soviet 
AP 


support for rightwing Lao resistance; | 
Thai-US collaboration in destabilising 


teral bond | 
some rapport 
















obstacle —- must first be. resolved. 

_... Souban claimed. Thai troops remain 
ina radius of 100-300 m within Lao ter- 
‘Hitory in the vicinity of the three dis- 
puted villages, on the order of Thai- 
land’s northeastern Uttaradit province. 
Thai officials have repeatedly said there 
is no longer any military presence in the 
area. . 








Souban proposed that Laos would be 














Thai troops near disputed border villages; Souban: fu 


















tal obstacle. 





US war reserve stockpile agreement 
Bangkok was not hopeful of any signifi- 
cant improvement even before the talks 
egan, i 

-> Thai Foreign Ministry officials were 
annoyed at an apparent Lao attempt to 
bypass them in negotiating directly with 
the influential Thai army commander, 
Gen. Chaovalit Yongchaiyut. Vien- 
tiane had dropped hints it preferred to 
receive Chaovalit first, which partly ex- 
plains why Souban’s Bangkok visit was 
postponed from late February. 

But Chaovalit is understood to have 
been in touch with the Foreign Ministry 
id, realising the sensitivity of the dip- 
matic talks, opted to go to Lads at a 
ter’ date. One authoritative source 
d- the REVIEW Souban tried to 
call òn Chaovalit, but the general was 
“busy.” ac 
What took the Thais off-guard was 
he manner with which Souban turned 
the latest session into something re- 
embling a propaganda exercise. Ad- 
dressing a press conférence at the end of 
he first day’s talks, Souban recounted 
n detail the various Lao accusations 
igainst Thailand raised: during the 



























Foreign Minister Eduard Shevard- 
nadze’s visit (REVIEW, 19 Mar.). 

Thai spokesmen promptly rebuffed 
the charges and detailed the Thai 
counter-charges. Both sides ended up 
giving the distinct impression of wash- 
ing their dirty linen in public. While 
reiterating Bangkok’s non-interference 
policy, the Thais also accused Vientiane 
of supporting Pak Mai (a breakaway 
pro-Soviet Thai communist faction); 
harbouring plans to carve off parts of 
northeast Thailand, plus promoting the 
production and export of narcotics. 

B angkok had hoped that a number of 

positive developments since the last 
Vientiane round (REVIEW, 8 Dec. ’86) 
would lead to at least some favourable 
bilateral gains in the latest session. As a 
goodwill gesture, the government re- 
cently slashed the list of strategic goods 
banned from export to Laos — from 273 
to 61 items. There were additional mea- 
sures to facilitate cross-border trade and: 
travel along the Mekong River. 

On top of a growing domestic trade. 
lobby wanting to see more commercial 










losed-door meeting. 





dealings with Laos, Bangkok also holds 


“countries were withdrawn a clear dise- 


vand Lao peoples share deep-rooted his- 
torical,. ethnic and cultural ties, and 
Thai policymakers also feel that a 










“orat least lessen Hanoi’s influence.over 


J 


“prepared to permit a joint technical 
committee to determine the exact bor- 
derline if the armed forces from both 


tance from the disputed area. This was 
seen. as a step forward in light of Vien- 
tiane’s persistent rejection in the past of 
a Thai proposal for such a joint determi- 
nation. It was accepted for further con- 
sideration by the Thai Government. 

On other less thorny issues, the Thai 
suggestions to open up mid-river islets 
in the Mekong for mutual tourism bene- 
fits and to organise weekend markets 
along both sides of the river, were ac- 
cepted by the Lao side but only to be 
considered by higher authorities. 

While the prospect of a speedy dip- 
lomatic normalisation is ruled out, the 
current level of contacts and negotia- 
tions is likely to continue. Despite the 
differences of the two regimes, the Thai 





friendly rapport is important to try to 
pull-Laos out-of the Vietnamese orbit, 










their neighbour. 
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By Paisai Sricharatchanya in Bangkok 


Fo a while it seemed Thai politics 
would be overshadowed in 1987 by 
the country’s preparations for King 
Bhumibol Adulyadej’s 60th birthday in 
December. But the increasing political 
assertiveness of army commander Gen. 


+ particularly his repeated call for what 


has set the stage for what promises to be. 
significant political, economic and so- 
cial changes. 

Although a rough outline of what is 
to come has emerged, the exact for- 
mat and timing remain obscure. What 
can be expected on the political side is 
an army-endorsed and more decisive 
form of governance, corresponding 


politicians. 

Chaovalit has dismissed speculation 
that a national-unity government would 
be set up, whereby the executive branch 
| would be relieved of much of the criti- 

cism the present coalition hag had'to en- 
dure since it “assumed power last Au- 
gust. The army commander said the for- 
“mat of the government is immaterial — 
itis the government’s policy that counts. 
Economically, Chaovalit spoke of 
turning Thailand into an agricultural 
superpower over the next five years, 





| capable of producing enough food to 


feed the world. 

In a series of public addresses and 
press interviews, the 55-year-old army 
chief openly expressed his contempt for 
members of parliament. Likening MPs 


| of the ruling four-party coalition to trad- 


ing companies, bent on protecting their 
own business interests, he concluded 
that the present political set-up does not 
‘benefit the majority of Thais. 

But beyond saying that the country 
needs a revolution to usher in a truly 
democratic system of government that 
would tend to the masses’ needs, he of- 
fered no specific agenda. Sources famil- 
iar with his thinking said the general, his 
personal ambition aside, is genuinely 
concerned with bringing about a better 
society through structural changes. 

“His numerous. writings associated 
with the army’s. anticommunist doc- 


show the man has an unswaying long- 


“This is a rare commodity among Thai 
leaders.” Others contend that while-his 
ideals may be benign, his determination 
can be dictatorial. 

Outspoken on a variety of non-mili- 
tary subjects, Chaovalit has been pro- 
jected by the Thai media as the coun- 
try’s de facto power centre. He captured 








| one 


Chaovalit Yongchaiyut in recent weeks: 


he refers to as a peaceful revolution ==" 


with a diminishing role for civilian | 


trine and dating back to the early 1980s 


term vision,” said one observer, noting: 





Onward political soldier 


Army chief Chaovalit asserts his political muscle 


newspaper headlines almost daily dur- 
ing a two-week overseas tour by Prime 
Minister Prem Tinsulanond in mid- 
March. But both his critics and support- 
ers agree that his dominant presence at 
various state functions began to do him 
more harm than good. In:late March, 
his aides said he would no longer give 
impromptu interviews. |. 

Analysts have been surprised at the 
speed with which Chaovalit has exerted 
his influence to bring about change. 
Over the course of the past two months, 
he instituted two related measures 
which could have far-reaching implica- 
tions for Thai politics. A major reo” 
ganisation at the Internal Security Op- 
eration Command (ISOC) in February 
~~ which made Prem its director =- ef 
fectively gave the army-dominated 
body the legitimacy to act as the nucleus 
for policy change in the political, econo- 
mic and social spheres. 

At the grassroots level, Chaovalit’s 
call fora revolution.has sparked wide- 
spread public debate. In a recently re- 
leased white paper entitled “Politics in 
the Eyes of the Military,” the army 
acknowledged the controversy — and 
the differing opinions voiced by various 
groups ~~ but concluded that “the 
majority of the people now correctly 
understand the meaning of revolution 
and are openly supportive [of the 
idea].” 

By all accounts, this conclusion ap- 
pears premature, A number of pressure 
groups'—~ apparently representing only 
segments of state-enterprise and pri- 
vate-sector labourers, students,- taxi. 
drivers and. vendors..—. did demon- 
strate outside Chaovalit’s residence to 
support his “revolution.” But suspicion 
is rife that some of them, particularly 
the state-enterprise workers, were act- 





“ing at the behest of the army’s Civilian 


Affairs Centre, a unit known to be ac- 
tive in mass works. 

Understood to be part-and-parcel of 
the army’s idea of democracy, the 
changes at the ISOC appear to have far 
greater implications than originally be- 


ieved (REVIEW, 5 Mar.). Army offi- 


cials maintain that the restructuring — 


which saw the command ceasing its tradi- 


tional anti-communist military func- 
tions to focus on political works — was 
designed as much to cut costs.as to im- 
prove the effectiveness of the overall 
anti-communist drive. 

A top-level, 34-man policy and coor- 
dination committee, headed by Prem 
with Chaovalit as his deputy, was 
created under the ISOC restructuring. 
A subsequent order authorised the 



























| land. 




















rmy command 








armed forces’. top brass, the national 
| police chief and permanent secretaries 
from key. ministries — is empowered to 
¿»formulate political, economic and social 
policies relating to national security. 

. Under a tentative plan, details of 
which have yet to be completed, a policy 
and coordination committee sub-com- 


mittee will comprise representatives 


from: political parties, labour unions, 
farmers organisations and other mass 
groups. Input from the sub-committee 
would be considered in formulating. a 
broad-based approach to end what re- 
mains largely the ideological struggle of 
the outlawed Communist Party of Thai- 


Critics contend that the changes 
have transformed the ISOC into a 
superagency with all-encompassing 
powers ~~ at least on paper — which 
could circumvent the present constitu- 

mand render existing political institu- 
-aons meaningless. This analysis 


my commander to act on Prem’s be- | 
half. The committee — comprising the | 








__ Chaovalit: ‘agricultural superpower. 


Rentini 





suggests. that. any policy matter ap- 
proved by the ISOC would. be for- 
warded to the parliament or cabinet for 
ceremonial acknowledgment. While the 
prime ministerial directive No. 66/23 of 
| 1980 provides the army with a legitimate 
v- political role (REVIEW, 19 Feb.), the re- 
cent ISOC changes are seen as an in- 
stitutionalisation of this role. 


Pers the most. stinging criticism 
has-come from Kukrit Pramoj, a 
former: prime minister and now a re- 
spected elder statesman. In a press in- 
terview, he charged that the army would 
change the present system of govern- 
ment, with which Thais are now famil- 
iar, into.one in which the monarchy was 
but a symbol, the prime minister a chief 
executive and parliament “just one of 
many other councils.” Likening the new 
ISOC set-up to that of a socialist-style po- 
litburo, but without elaborating, he warn- 








threatens our principle of check and bal- 





i lead to chaos and civil war. 
ot the first time Kukrit ha 
spoken out against a scheme associated 
with Chaovalit. In 1983, Kukrit drop- 
ped an anti-army bombshell by publish- 
ing in his Siam Rath newspaper column 
an alleged ISOC organisational chart 
that resembled a communist politburo 
set-up. Apparently based on documents 
leaked by rightwing elements in the 
ISOC, Kukrit’s expose was instrumen- 
tal in defeating an army-led constitu- 
tional amendment at the time that 
would have vastly enhanced the army’s 
political power. 

Although proclaiming to have 
washed his hands of politics, Kukrit is 
said to remain firmly committed to the 

resent parliamentary democracy. 
eanwhile, Kukrit and Chaovalit try to 
give the impression of having a friendly 
rapport —- with Chaovalit often visiting 
Kukrit with presents of fruit. 

Chaovalit is mindful of the suspicion 
in some quarters that he is a leftist, 
though those who claim to know him 
well dismiss the idea as groundless. This 
perhaps explains why the army chief has 
taken pains on several occasions to em- 
phasise that Thailand's democratic sys- 
tem, with the king as head of state, can- 
not and will not change. “The monarchy 
is inseparable from. the nation;” he | 
said. > 
‘Kukrit is not the only one alarmed by | 
the ISOC changes. Equally critical of 
the recent ISOC changes is Surin Pitsu- 
wan, a former academic turned Demo: 
crat MP. Writing in the Bangkok Post 
under the headline “Killing Democrac 
by Reason’ of Security?” he stated: 
“This [the ISOC. reorganisation] 
‘frightening indeed because it strikes at 

heart of our individual freedom. It 


ance. It damages the integrity and inde- 
pendence of our legislative branch. In 
the final analysis, it.is going to be the: 
end of politics. Everything is planned, 
controlled, . supervised and im- 
plemented according to the script...” 
‘Criticism from politicians other than 
Kukrit and Surin is muted. Chaovalit’s 
initial call for a revolution in late 
January was quickly attacked by several 
MPs, partly because the Thai term for 
revolution, patiwat, has traditionally 
been confused with coup:d’etat. In a 
subsequent clarification, Chaovalit re- 
peated that he remains opposed to 
coups. He said revolution, as he defines 
it, means changing the system from bad 
to good. 

The. relatively limited resentment 
over the ISOC issue is partly attributed 
to a reluctance among a broad section of 
MPs -— both in the government and the 
opposition — to make an enemy of the 
army commander. More importantly, it 
appears the majority of politicians are 
either too preoccupied with the 1-April 
opening of parliament.or simply have 
not bothered to study the: full implica- 
tions of the ISOC changes. 











































































































































By Robert Keith-Reid in Port Vila 
VY nates controversial, Left-lean- 
ing prime minister; Anglican priest 
_ Fr Walter Lini, has returned home from 
the US partly crippled by a stroke to 
face moves to oust him from the leader- 
‘ship. The possibility of his departure is 
arousing speculation about the future 
foreign policies of the state. 
The Lint government has created 
suspicion in Canberra, Wellington and 
Vashington — and in many strongly 
pro-Western Pacific island capitals — 
because of its diplomatic links with 
Cuba and Libya and its recently con- 
cluded fishing agreement’ with the 
Soviet Union, though others dismiss the 
fears of foreign subversion as exagger- 
ated. i : 


Lini told:the REview in Suva, where _ 


he spent two weeks in February resting 
at the invitation of Fiji Prime Minister 
Ratu Sir Kamisese Mara before his re- 
irn home, that despite his stroke he felt 
we ‘of continuing ‘to lead his 
30,000: Melanesian people. But he 
ded that if an attempt to remove him 
a would not resist it. 
Several members of the- ruling 










jort to replace Lini as party president 
and hence prime minister, when’ the 
pany's annual congress is held late in 
ay or June; The moves: are a prelude 
to the general election in November this 
year. 
As Port Vila cleared. away damage 
‘om a February hurricane that will cost 
surance companies, by their estimate, 
about A$30 million (US$20.34 million), 
there were repo hat President Ati 
George Sokamanu, the head of state, 
ho. has frequently ‘criticised the gov- 
rnment’s Left-leaning «policies, was 
heading the list of Lini’s possible succes- 
sors: 5 
Sokamanu and Finance Minister 
Kalpokas Kalsakau are among leaders 
nown to be worried about the worsen- 
ing loss of investor confidence in Va- 
nuatu caused by fears of Soviet infiltra- 























Attention has recently concentrated 
he treaty under which, for a pay- 
f US$1.5 million, Soviet vessels 
‘scheduled to arrive this month to 
in Vanuatu’s 200-mile zone for 12 
months. Unlike an agreement with 
Kiribati that expired last year and was 
ot renewed because of Moscow's re- 
fusal to pay a higher fee, Vanuatu will 
admit Soviet-vessels to its ports. 
-But in Port Vila, notwithstanding 
at resident expatriates are reluctant to 
xpress. views that-might offend. politi- 
ans and a government hypersensitive 





















iriua’aku Party are canvassing for sup- | 











Looking after Lini 


Vanuatu leader’s stroke raises succession speculation 


to foreign criticism of Vanuatu’s affairs, 
the general ‘opinion is that fears of 
Soviet subversion of the country are 
wildly exaggerated. 

“Its important to realise how de- 
voutly Christian these people are,” said 
one businessman. Another stressed that 
a government that had such bitter 
memories of French attempts to stifle 
Vanuatu’s independence, won in 1980 
from joint British/French rule — and 
which resents the patronising criticism 
by the US, Australia and other foreign 
countries -— was unlikely to present it- 
self on a plate to any other form of 
foreign control or influence. 

In practice, Vanuatu’s Cuban con- 
tacts appear to have so far amounted to 











rement plans. 





no more than routine visits from an am- 
bassador, resident in Manila. -In Jan- 
uary, however, seven Vanuatuans left 
for Libya for what the government said 
was training. as journalists, information 
officers and public-service officials. © 

Seven more were to follow, said 
Vanuatu officials. 

There was no doubt, however, that 
the advent of the genial Sokamanu as 
the country’s next prime minister, by no 
means an impossibility, would be greet- 
ed by Vanuatu’s neighbours with relief. 


Li is, meanwhile, preparing to beat 
down a rallying of forces by the 
Union of Moderate Parties (UMP), 
whose French-speaking members of par- 
liament have been an ineffective oppo- 





sition since the involvement by some of |: 





“organised 





sonal 


seve 





pendence with the help of Papua New 
Guinea’s army. 

Lini’s government has incurred in- 
creasingly intense French displeasure 
because of its loud international advo- 
cacy of. independence for French-con- 
trolled New Caledonia: Lini alleged 
that the UMP had asked France for “di- 
rect financial assistance.” 

He said it would be “dangerous” for 
the Francophone opposition if his‘own 
party decided to make that an election 
issue, Lini alleged that Vatu 5.million 
(about US$45 000) had been channel- 
led to the UMP. i 

Lini, 44, was overcome by the stroke 
on 5 February a few hours after arriving 
in Washington. 

Although Lini can stand up and take 
a step or two forward only with im- 
mense effort, his thinking and speech 
clear and in Suva he said his physical rt- 
covery was faster than his US doctors 
had forecast. me Rene 

However, Lini said he had. already 
been thinking about retiring from poli- 
tics this year. The election is one which 
the Vanua’aku Party, the most highly 
olitical institution in the 
country, is almost certain to win easily. 

: But for the immediate future, after 
four more weeks of rest, he intended to 
resume fully his prime ministerial 
duties. gk e e A 

Vanuatu’s leadership doubts arise at 
a time when the country has suffered 
severe setbacks caused by the slump in 
the price of copra, its main export; the 
crash of tourism, its No..2 money- 
earner, from a peak. of 27,000 visitors in 
1983 to less than 16,000 last year; a de- 
cline of business for its offshore finance 














centre caused by foreign worries about 


the future stability of the country, and a 
20% cut in French aid in:retaliation of 
Vanuatu’s support of the Kanak inde- 
pendence cause in New Caledonia. 

The 7 February hurricane badly af- 
fected crops:and houses on three islands 
south of the capital island, Efate. And 
in Port Vila, structural damage was 
especially heavy, with 40% of the coun- 
try’s hotel rooms suffering damage. 

But there are a few bright spots on 
the horizon. Despite low prices, copra 
production is rising steeply, towards 
50,000 tonnes a year. On 1 March, Aus- 
tralia’s Ansett Airlines resumed a sus- 
pended. weekly Boeing 727 flight from 
Sydney and Brisbane, and’ Australian 
prospector City Resources has reported 
interesting gold finds on Espiritu Santo. 

Japan’s Tokyu’ group has embarked 
on a planned: A$30 million upgrading 
and expansion: of its Le Lagon resort 
hotel in Port Vila and another Japanese 
consortium has bought.an abattoir and 
fousand hectares of land to 
anuatu into a supplier of beef for 
the Japanese and other markets. o 









that has travelled a long way 
~ to be closer to you. 
Now in Hong Kong. 


BNA, the largest privately-owned 

Italian bank, is opening a Branch here __ 
in Hong Kong. We have travelled a long 
way, constantly expanding our operating 
network: 224 Branches in Italy, 
Branches in London and New. York, 
Representative Offices in Frankfurt, Los 
Angeles, Paris, Tokyo, Zurich, with a 

total staff of 7550. 

Today we are even closer to you with | 
services specifically designed for 


businessmen operating in both Italian 
and International Markets. 

Please contact Mr. Gianfranco Gaffarelli 
without delay; he will be happy to satisfy 
your banking needs. 


Hong Kong Branch address: 
35th Floor, One Exchange Square - 8, 
Connaught Place - Tel. 5-8421900 
Head Office address: Italy, 00199 Rome, 
Via Salaria 231 - Tel. 0039-6-8588 1 


BANCA NAZIONALE DELL’ AGRICOLTURA 



































Sor countries seem to go through 
e? phases when their internal political 
roblems are strikingly similar to each 
ther. In 1967-68, it seemed that the 
iti-wat movement in the US, the 
ench students’ movement: and the 





nehow influencing each other in the 
ch of youth for a new world without 
or inequality... == 
This idea has resurfaced with the re- 
tm programmes. of. Soviet General 
cretary Mikhail Gorbachov, and 
hose of Chinese elder statesman Deng 
“iaoping. Such comparisons must. be 
losely analysed for superficial assump- 
ns and coincidence; but true or not, 
provide a basis for discussion. 
hina and the Soviet Union have 
both reached a stage at which their sur- 
al is. a factor of their economic deve- 
ment. The Soviet Union must im- 
prove its agriculture and make its con- 
sumer industries more efficient; China 
already achieved virtual self-suffi- 
ency in food and clothing but its heavy 
industries lag 20-30 years behind those 
f the Soviet Union, not to mention the 
Vestand Japan. 
In both countries, popular discon- 
t with the economic policies of the 
aders is growing. The appointment of 
tbachov as general secretary of the 
Soviet Communist Party was surprising 
because of his relative youth. And his 
reformist ideas have been passed by the 
old guard” only because they may be 
the Soviet Union’s last:chance to mod- 
ise its economy and political system 
before it falls hopelessly behind the West. 
The goal of Marxist communism is 
the attainment of prosperity and free- 
dom for everybody. The reality is that 
ery dogmatic socialist government 
must strive to achieve. the. economic 








Deng and Gorbachov face 
demands of materialism 


tal Revolution in China were 








base on which it can be built. Both the 
Soviet leaders and Deng’s ruling group 
in China recognise the same truth: a 


materialistic philosophy must provide 
| material goods, and more efficiently 


than the alleged exploiters, the 
capitalists. But this has not happened. 


Deng’s supporters have more or less 


solved the problem of under-productive 
agriculture by abolishing the people’s 
communes, in which the late chairman 


Mao Zedong placed all his trust. Gor- 
bachov would doubtless like to do the- 


same thing, but to declare the autonomy 


of the families making up Soviet collec+: 


tive farms strikes at the root of Soviet 
ideology with regard to the peasants. So 


the Soviet Union must go on importing. 
the grains of the capitalists, or its people |. 
~ China has attained the desirable status |. 


will literally go hungry. 


Deng’s and Gorbachov’s- problems . 


are much more similar when it comes to 
industrial reform, and here the Chinese 
are leaders in experimentation. True, 
they have not got very far as yet, be- 
cause it is much easier to straighten out 
agriculture with cash incentives than it is 
to speed up a slow and faulty production 
line. 

The last time industrial reforms were 
attempted in the Soviet Union was in 
the mid-1960s, and they just trickled 
into the sand. Almost the only indus- 
tries in the Soviet Union showing true 
efficiency are those related to war mat- 
erials, and this explains the leaders’ 
desperate wish to avoid another arms 
race as expensive as “Star Wars.” 

China has wisely opted out of the 





David Bonavia, the author of seve 
eral books, is the Review’s special- 
ist writer on China. 
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{expectations of actual deals have so far 


- But at least the ice is moving in the Mos- 


arms race between the superpowers, 
though in the 1950s it became a consi- 
“dérable military power and now shames 
the Europeans by putting commercial 
satellites into space, a useful spin-off 
from the intercontinental ballistic mis- 
sile programme. Twelve years have 
passed since Deng began his series of 
critical pronouncements on the People’s 
Liberation Army, and he now appears 
to have the army commanders pretty 
well under his political control (though 
nobody knows which side they will 
choose in the power struggle certain to 
follow Deng’s death or incapacitation). 
China still shows signs of wanting to 
“buy arms from the West; though most 






been. disappointed. The Soviets steal. 
arms technology through their massive 
espionage system, but copying other 
people's ideas is a poor way t 
technological superiority. Partly i 
/ recognition of this, Soviet: leaders have 
created a world: of privilege for their 
scientists and technicians, and have suc- 
ceeded in building armed forces which 
“match those of the West)... 

China’s armed forces, by contrast, 
are being cut by 25% (a figure which is 
controversial but represents a genuine 
reduction in the standing army). Its. 
arms industries are working to capacity. 
‘to provide simple but effective weapons 
for sale to Third World countries. Many 
of its armaments plants have been 
turned over to production of consumer. 
goods for the civilian propulation. This 
reflects Deng’s belief that China must 
‘avoid war in the next few decades at 
least, in order to build itself up to great- 
power status. qe 











Deere planning reflects a coun- 
# trys view of its foreign relations. 





of a country which hardly anybody _ 
would want to attack. The Soviet Union 
“under Gorbachov is more interested in 
mending fences with China, and even 
adjusting its riverine borders with it. 
Vietnam cannot be eager for another 
war similar to that in 1979. 

Gorbachov has achieved impressive 
results in his offers of arms control to 
the US. Sceptics will say that neither of 
the superpowers is truly interested in 
disarmament, and that all such moves 
are a blind. China supports this view. 













cow-Washington conflict; even if it 
freezes over againsoon. © |. . 3 

To sustain initiatives in the global 
arena, leaders like Reagan, Gorbachov 
and Deng must be able to convince their 
high-level supporters. and opponents 
‘that there is a way to disarm, to some 
extent, without any party gaining a 
strategic advantage. The big powers all 
have their hawks and doves. The lead- 




















Lers must know when to let them loose. 














pr 
Union. Deng cannot for much. longer 
ush reform programmes which are op- 
_posed by elderly: power-holders fearful 
losing their own jobs and status, and 
nally committed to a hard-line 
nthe social and intellectual con- 
their people. 
jorbachov’s course is also very 
risky, because. he has trodden. on the 
toes of many highly placed officials 
whose power and privileges are at stake. 
How long will they stand for it, and can 
afford to alienate so many senior 
le? 

<The internal political life of the 
Kremlin is much more obscure than that 
of Peking, because in China political 
rumours quickly..trickle down and are 
| heard by foreigners, whereas in Mos- 
cow the security. is much tighter. So the 
rest of the worl ears more about inter- 
s ebate in China, 
ereas the Soviet Union appears to be 
political monolith. Only Gorbachov’s 
| principle of glasnost (openness) has in 
recent months shown how numerous 
and severe the conflicts of interests are 

in that country. 


Deng and Gorbachov are stuck with : 


logical development of censorshi 
and. suppression . of „political -debati 
they can manipulate their population 





countries. (Smaller ones, like eungaty 





` the strengthening of the socialist state. 





thou h they still remain in the p pular 
mind. —~ the masses will not so easily be 
aroused to heroic efforts and. 

rifice. This is the century of the con- 
sumer, and socialist systems -of 
government are not genre to satis- 
fy the consumers, especially in- large 


it. Gorbachov has ma 

with the rélease from 

tion of the Soviet Unio 

Only the attention of the We: 

rights of political dissidents } 
öve oulland 

Russian tra ition. Tris 

_ | sustained for ore 

Te Deng, te 

amnesty for 





€ The appointmen o 
Gorbachov ... may be thé 
“Soviet Union’s last chance to 
modernise its economy and 
Political sys system before it 
alls ‘hopel essly behind © 

: “othe West, 3 








and Bulgaria, have ound it easier.) 
By easing up a bit on: intellectual 
freedom, both Deng and Gorbachov 
have tried to show the party's benefi- 
cent attitude towards. intellectuals, 
hoping thereby to stimulate them to de- 
velop. more and better technology for 


scene will proba yb 


party hardliners’ 
A In either case, the experimne 
with liberalisation may eae to 
been only partly successful. But { 
give some hope that t 

important by the world’smc¢ 
countries may be treated as. les 

sive and more practical than those o 
revolutionary states, 


But of course any new intellectual free- 
he desire for more of the 
andthe humanities can- 
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P FC Specialist Growth Fund and Jardine Fleming 


~ he PFC International Portfolio Fund is a unique investment concept bringing 
together some of the best funds and managers available in Hong Kong and 
offering three investment strategies. 
One of these, the Specialist Growth Fund, is invested in a wide range of international 
equities and has shown an increase of 117%" since launch in April 1985, 


Jadine preg iie $ Eastern Trust has contributed torthis performanse with a 


ompanies. ss investment dies aa based on DER bine 
information available to them, has been invaluable to the PFC 
Fund and its performance. 


To take advantage of this impressive blend of funds, complete aid return, the coupon 


below. 
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ture, Gorbachov’s will result from the 
objections to his 

















(im Jong Il: status recognition not forthcoming. 
- NORTH KOREA 





































n 16 February, North Korea for- 
ally entered its annual “loyalty 
riod,” a two-month period linking the 
hdays of Kim Jong Il (16 February) 
ind his father President Kim Il Sung (15 
pril). Amid the flood-tide of cere- 
ies, events and propaganda during 
period, indications of current politi- 
‘strategies in Pyongyang may be 


he, major revelation to emerge so 
om Kim Jong I's birthday celebra- 
ons is that his international image is a 
atter of current sensibility to the 
North Korean leadership. 

< This year's celebrations had been 


observers following some signs of tenta- 
tiveness in the public .profile of the 
younger Kim presented during 1986. 
Chief evidence for this was the pattern 
of his “on-the-spot-guidance” tours 
around the’ country, the reports of 
which furnish practically the only hard 
news of his doings.. 

< Apart from joint sorties with his 
father, the younger Kim mainly toured 





companied and briefed by relatively 
minor, working-level. officials. By con- 
trast, his father took most of the coun- 
try’s leadership with himon regal pro- 
cessions through major industrial 
entres. 
In the foreign sphere, too, the 
urther signs of recognition of Kim J ong 
Ts special status so ardently sought by 
he North Koreans were not forthcom- 












awaited with,considerable interest by | 





| 


ing last year. He was not invited to the 
27th Soviet communist party congress in 
February, and though he was on hand 
during Cuban leader Fidel Castro’s 
March visit, the visits of Polish Presi- 


dent Wojciech Jaruzelski, East German: 


Party Secretary Erich Honecker and 
Mongolian President Jambyn Batmonh 
subsequently took place without any ap- 
pearances from him. 

Thus, despite frequent assertions by 
outside observers that Kim Jong Il isin 
substantial charge of things in Pyong- 
yang, the public image presented in 
1986 was that of the younger Kim play- 
ing a thoroughly subordinate role to his 
father —- more subordinate than the 
previous year, in fact. To some obser- 
vers, however, this represents not so 
much a new development but rather 
another periodic oscillation in the build- 
up of the younger Kim, where the fun- 
damental contradiction between the 
need to press his leadership credentials 
and yet emphasise his loyalty to his 
father produces phases of intense 
activity followed by periods of marking 
time. 


hatever conflicts might have been 
contained behind the façade of pub- 
lic appearances in 1986, they seem to 
have been well and truly put aside for the 


moment, for not only was the quality and, 


quantity of adulation showered down 
on the younger Kim durin ae February 
celebrations unprecedented, but, the 
seale of events scheduled around: his 
birthday was grander than last-year, ’ 
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Beloved Guide. 


y relay 

yalty” letters and its, and the 
holding ` of- athletics- carnivals, film 
showings, book exhibitions, mass rallies 
and study meetings throughout the 
country. 

Beginning late last year, the promo- 
tion of long distance “loyalty marches” 
and the preparation ‘of the first real 
shrines to the son have replicated two 
hallmarks of the father’s. cult. Such trap- 
pings: are ‘symptomatic of the longer- 
term leadership. strategy of Pyongyang, 
and underline that as things stand at the 
moment, people who look for anything 
other than more of the same after Kim 
Jong Il takes over are e likely to be disap- 
pointed. 

However, ee was a more: im- 
mediate significance to be found in his 
birthday celebrations. For the first time, 
he was feted at diplomatic corps ban- 
quets and received public birthday tele- 
grams from a number of foreign lead 
and from the central committee of ty 


Soviet communist party. 


Most prominent.among these tele 
grams were those from recent visitors to’ 
North Korea such as Jaruzelski, Hon- 
ecker and Batmonh. Since all three of 


| these countries: are especially bound 


tight to the Soviet Union, the telegrams 
have the appearance of a-Soviet-orches- 
trated gesture, perhaps as a sop to the 
younger Kim after his exclusion from 
any public role when the original visits 
took place; and: perhaps also as a 
sop to Kim Il Sung to whom such 
gestures seem to have: great import- 
ance. 

No public mention seems to have 
been made of any telegram from the 
Chinese. Since President Li Xiannian 
had visited Pyongyang in October and 
also, it has now been rëvealed, Kim II 
Sung paid a secret visit to Peking prior 
to this visit, such a telegram was to be 
expected. 

The activities of. Kim Jong I 
sphere of foreign relations have thus 
been given. renewed prominence. 
Ridicule in the Western world and dis- 
approval within the “communist bloc 
have been the inevitable price Kim Il 
Sung has had to pay for his hereditary 
succession plan and this accounts for 
much of the assiduity with which Pyong- 
yang has tried to. garner expressions of 
foreign support for the younger Kim 
since 1982. 

So far, the high- -water marks re- 
main Kim Jong Ils trip to China in 
June 1983 and Soviet party and. govern- 
ment. -representation at last year’s 
birthday rece ption at the North Korean 
Embassy in ‘The Chinese seem 
nood to go further, but at- 
tention will now focus’on the Soviets 
ir allies to determine whether 
nd telegrams. are the ex- 

nt gestures or whether the 
s ahead will offer more joy to i 
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Men and women of distinction always have 





like a Corum watch on their wrists. For instance, the fan í I 
Watch: a superb ultra-thin timepiece, handcrafted fr 
($20, 10, 5 or 2.5) split in two with a movement 
halves. A collector’s piece sure to become more pre 
resistant. In ladies’ versions too 
Le 


a f 
Corum watches are on view at the finest jewellers. For information: Tokyo: JAPAN TIME-ART CORPORATION K 
Matsunaga-Cho, Chiyoda-Ku, Tel. 253.1331. Hong Kong: SHUI HWA WATCH CO LTD., 50 Des Voc R Tel 47. Singapore 
JEWELLERY CO LTD., 02-112 Far East Plaza, 14 Scotts Rd., Tel. 7374240. Kuala Lumpur: WOO HING BROTHERS SDN. BHD + 
tu Plaza, Tel 1998 





2419420. Jakarta: LIBERTY WATCHES & JEWELLERY, G42 Rat 


Plaza, Tel 
Corum, 2300 La Chaux-de-Fonds, Switzerland 





In some of today’s top hotels, Philips five star technology 
increases efficiency and further enhances guest facilities. 

For example, at the beautiful Al Bustan Palace hotel-operated 
by Intercontinental Hotels Corporation - in Oman, for which we 
supplied a number of special technical systems. 

Ranging from computerised telephony and room manage- 
ment, through guest room communications and audio/video 
programme distribution, right up to complete congress and lighting 
systems. In many cases we tailored our systems to meet this hotel’s 
Own, exacting requirements. 

And our project management skills ensured that completion 
was right on schedule. 

Equally impressive are the extensive communication 
services at the New Sheraton Hotel and Conference Centre in Harare, re 
Zimbabwe and in many major hotels in the Far Fast. , | 
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ology for hotels. 


In Singapore’s new and prestigious Raffles City business 
complex, the 73-storey Westin Stamford and its twin-towered 28 
storey sister hotel, the Westin Plaza, use our lighting, television, video 
sound and communication systems to enhance comfort and servi 
for hotel residents and guests. 

The systems also extend into the Raffles City office towe 
conference centre and shopping arcade. Why Philips? Firstly, capabi 
lity. As a multi-technology company we are proficient in many hotel 
disciplines. 

Secondly, reputation. Our clientele includes world famous 
hotel chains such as: Hilton Intl., Holiday Inn, Intercontinental Corp 
Mandarin Oriental, Oberoi, Penta, Shangri-La Intl., Sheraton Corp 
Trust House Forte, etc. Reasons enough for hotels to have no reserv: 
tions about our expertise. 

Philips. The sure sign of expertise worldwide. 


PHILIPS 


Philips Corporate Marketing Communications, Eindh« 


- “e 





f 


4 Where else puts you in the heart of Malaysia's capital 
B® at such affordable prices. Where else offers such a haven A 
EEA of relaxation and brings you the luxury of the city's largest F he Shangri-La hotel 

1 BS hotel rooms. Where else but the Shangri-La Kuala Lumpur. $73, eS KUALA LUMPUR 


SWE Voted one of the best hotels in the world. ý A SHANGRI-LA INTERNATIONAL HOTEL 
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IN KUALA LUMPUR WHERE ELSE BUT THE SHANGRI-LA 


= ana} Se 


SHANGRI-LA INTERNATIONAL; ¢ BANGKOK (2) 236 7777 + HONG KONG (5) 242 367 + KUALA LUMPUR (03) 232 2388 + SINGAPORE 338 3300 
© AUSTRALIA (008) 222 448 + LONDON (01) 581 4217 + TOKYO (03) 667 7744 © USA & CANADA (800) 457 5050 © UTELL * STEIGENBERGER 


SHANGRI-LA BANGKOK. SHANGRI-LA BEUING. SHANORI-LA KUALA LUMPUR. SHANGRI-LA SINGAPORE. SHANGRI-LA SEOUL (1989), CHINA WORLD TRADE CENTER BEIJING (1988), SHANGRI-LA INN PENANG. 
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IE Hongkong authorities have re- 
vived its hopes of persuading London 
th has the ability to tell the differ- 
ence between an economic refugee 
from. Vietnam, and one who flees be- 
-cause of well-founded fears of persecu- 
‘tion for his religious or political beliefs, 
and proposes to repatriate the former 
variety. i 
The art of differentiating between‘a 
family which might have squabbled with 
a Hanoi party cadre from one in search 
ofa heretical better life, would be 
orthy of Torquemada and the boys of 
the Spanish Inquisition. Surely a Viet- 
amese, convinced that a capitalist, col- 
nial city can offer a better life than his 
“native land, has become — by definition 
— a political dissident (though how im- 
prisonment in one of Hongkong’s 
closed:camps can be thought as a better 
fe beats me). And does an economic 
_.ttugee not turn himself into'a political 
issident by the very act of quitting 
a-dictatorship like Vietnam? How, I 
wonder, does one decide whether a 
child isan economic or political re- 
fugee? 
$. The Hongkong authorities hope to 
“persuade London to extract promises 
from Hanoi that such returnees would 
be treated humanely. One pompous of- 
ficial opined that Hanoi would be rather 




























stupid to promise humane treatment . 


and then to break its word. 


@ YES, yes, I know Chinese illegal im- . 


„migrants are sent back and that Hong- 
kong is a Chinese city — but at least 
there is plenty of evidence that they are 
treated humanely and they are all sent 

_ back without any hypocritical ritual sup- 

| posed to categorise their motives im 
| coming. 

@ FEELING aggressive? Are your 
‘Rambo-like ‘macho urges all pent up 





< l and wanting an outlet? Then head for 


_ China. Not to beat up intellectuals or to 
y. suppress outbreaks of bourgeois 
liberalism, butto-visit a new tourist at- 
traction. on the outskirts of Peking, at 
the foot of Jundu mountain. There a 
former. PLA firing range has been con- 
verted for the use of overseas sports 
_ fans, to quote a Chinese official. 
~~ Ft is the first such shooting range 
open to civilians and will provide dozens 
of exotic weapons which tourists arein- 
vited to fire off. They include pistols, 
rifles, assault rifles, sub-machine’ guns, 
light and heavy machine guns, and 
Sporting rifles. “We can also provide 
anti-tank rockets and rocket launch- 





ers,” the authorities claim. The 
targets includé’ old tanks, human 
silhouettes, concrete emplacement 


works and balloons. For a minimum fee 
of US$200, the visitor will be provided 
with the weapons and ammunition of his 
choice — and the services of a techni- 
cian to make sure he does not pick the 
wrong target. 











fense and Technology International. If 
governments wish to ban the dispatch of 
obscene material through the post, the 
censors would do better preventing the 
distribution of such matter than any 
girlie magazines. 

The accompanying flyer tells the re- 
cipient: “We think you are avery special 
kind of person who is concerned and in- 
volved in'the critical area of NBC arms 
and defense .. . [the magazine provides] 
a guide to equipment that will allow ar- 
mies to fight and win on the realistic 
battlefields of today and tomorrow.” 
Among the subjects it offers guidance 
| on are “gene-engineered biological war 
| agents” and “the potential uses of 

biological weapons in war, sabotage and 
terrorism” — topics, it claims ‘with 
mind-boggling hypocrisy, which are “so 
important to the interests of all free- 
dom-loving people.” 

A normal subscription costs US$65, 
but the magazine:is offered free to gov- 
ernment. officials or military officers. 
David O’Rear,, who ‘received ‘the 
brochure, notes that the list of curren- 
cies accepted by the magazine in pay- 
ment for subscriptions include those of 
Algeria, ‘Iran, Lebanon, Libya, Syria 
and Uganda. I wouldn't be surprised if 
certain former White House aides were 
on the free subscription list. 

è CERTAIN Southeast Asian leaders 
are apt to get rather hot under the collar 
when journalists over-stress the nega- 
tive and give the impression that the re- 
gion is somewhat- less stable than it is. 
But the most sensational rags hardly in- 
dulge in the purple prose penned by the 
organisers.of CD "87, the Asian Interna- 
tional Civil Defence and Disaster.Relicf 
exhibition which was due to be held in 
Kuala Lumpur in February: The blurb 
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SOUTH EAST ASIA - SEA 
NATURAL AND MAN - MADE DISASTER: 
CATASTROPHES ABOUND. TYPHOONS 
VOLCANIC ERUPTIONS, HURRICANES, — 
FLOODS, TERRORIST BOMBINGS, RIOTS. 
FIRES AND OTHERS KEEP SOUTH EAST 
ASIAN COUNTRIES ON THEIR TOES WITH: 
UP-TO-DATE COUNTER AND PREVENTION | 











| MEASURES. IT iS A MARKET YET UNTAPP 


WHERE MILLIONS OF DOLLARS ARE UP FOR 


| GRABS: FOR THE ENTERPRISING 


BUSINESSMAN WHO. CAN CATER TO THE: 
NEVERENDING DEMANDS FOR CIVIL 
DEFENCE EQUIPMENT AND SYSTEMS. 





penetrated the gloom 
tinued: “This show allow 
and inovators of the Civil Def 
safety industry to meet with | 
buyers ranging from top govern 
ficials:to the privateer, who 
state-of-the-art systems.” 

As Tim Huxley of the Institute: 
Southeast Asian Studies who ser 
the flyer remarks, the exh 
ganisers evidently. hoped to attrac 
Kuala Lumpur a bunch of state-spo 
sored, state-of-the-art pirates operatii 
in a disaster area where millions 
lars are up for grabs. 

è WHILE on the subject of di 
must be said that ‘the yards © 
and hours of TV time devoted to the | 
of life in the sinking of a car ferry olt 
shores of Belgium provided a d 
illustration of the correctness of some ot 
the complaints of the Third Wor 
about Western media. Of course, jo 
nalists and TV cameras were able to 
on the scene quickly, büt the fact 
mains ‘that if the ferry sunk == ash 
happened —- in, say Indonesian wat 
it would probably have been: p 
in a few paragraphs on an inside page. _ 
è FINALLY; a word of advice fro 




















































few- hours spent w 
evitable- in- this ` least 
China’s airports). Do not 
by two notices on adjacent doors. | 
one ön the right is the Ladies’ toi 
unfortunately named “Tool Roo 
the leftis not the Gents. 












nection which was forged 
endship treaty in 1971. The 


Of brinkmanshi and ; -| Soviet invasion of Afghanistan in 1979 
: TORR io a ees an finished off the remnants of superpower 
a =... [ee a detente, leading to the escalation of the 
limited deterrence Indian Ocean build-up, and on a region- 
eee cer race in the Subcontinent. 
By V. G. Kulkarni in New Dethi The Indian defence posture of the 
| Subcontinent’s perennial adversaries, against Pakistan and minimum defence 
came dangerously close to what could against China. The shock 1962 defeat at 
_ pendence. As war games turned into an mum „defence posture and maintaining 
unintended battle of nerves, troops “sufficient defence” against both China 
sides of the border before the forces the early 1980s, the policy of sufficient 
could be pulled back from the brink. defence appeared to be moving towards 
_ last November, when the Indian Army Limited deterrence is expected to be 
began Operation Brasstacks, a large- combined with diplomatic efforts to im- 
orces in the desert of Rajasthan, 60 km China. On the other hand, the growing 
from the Pakistan border. Pakistani Indian military capability is also expec 
er exercises in neighbouring tential adversaries to use force. 
vince, while monitoring the The difficulties in evolving the cur- 
< Brasstacks.in full swing in | . a to.the overall scarcity of resources, have 
than, Islamabad chose to move its | Tank troops: build-up continues. included Pakistan’s ability to acquire 
Punjab in January. New Delhi re- | India’s Republic Day — in a symbolic | ance programmes, generous financial 
ynded in kind by lifting reserve divi- | act to demoralise New Delhi. help from Islamic Gulf countries, and 
ijab and Kashmir. Protests and re- | and multi-religious India has had more | India has resorted to strengthening its 
als began flying from the two capi- | than its share of movements whose de- | own defence industries, selective com- 
;down. By the end of January, with secession. But the tempo and scale of | and the licensed production of Soviet 
t side willing to risk a war, talks | these agitations has picked up since the | weapons paid for under the rupee trade 
t.the crisis was unintended but | has become a major preoccupation of |. Thus Indian and Pakistani. defence 
could not be avoided reflects the depth | New Delhi. After the 1971 trauma of | purchases have tended to be mirror im- 
lecades after independence India sus- | more cohesive nation with internal | funct Seato and Cento in the 1950s, the 
cts Pakistan has not-given up its de- | security becoming a lesser problem. US supplied Pakistan with M47 and 48 
and, Pakistan, which was re- | India’s external strategic environment | B57 Canberra bombers. India re- 
duced by half after the Bangladesh war | in the past four decades has undergone | sponded by going to France and Britain _ 
not reconciled itself to the existence ofa | al and global levels. The regional trans- | and Hunter, Mystere and B1 Canberra 
slim Pakistan. formation began in the early 1950s with | aircraft. In the 1965 war with Pakistan, 
_tani countermoves also had an internal | Seato and Cento defence pacts. This | craft was offset by the striking power of 
security aspect. An Indian show offorce | was followed by the 1962 war with | Pakistan’s US weapons. 
amabad. which has been rea growing | 1971. The nuclear element was added to l n the 1971 war, Indian-produced 
‘ivil unrest and Sindhi nationalist agita- | the regional scene after China’s atomic MiG21 interceptors and Soviet-sup- 
ild-up along the borders of Indian | Chinese build-up and India’s nuclear | the Indian Air Force (IAF) a distinct 
njab was probably seen by New Delhi | explosion in 1974. edge. ‘But Pakistan had bought Mirage 
up its encouragement to Sikh terrorists. | vance to India at the global level arose | could not match. In the 1980s, as the 
< The Sikh separatist agitation, which | with the Sino-US rapprochement of the | IAF. moved ‘to ‘acquire the British 
me minister Indira Gandhi in Oc- | from China, especially in view of the | and the army got Soviet T72 tanks, it 
ober 1984, has defied a political solu- was Pakistan’s turn to “leap-frog” to US 
posed a major internal security pinalayan perder dispute: page 38 missiles. The Indians. decided to. go 
problem to New Delhi. Indian press re- Nuclear rivalry: page 40 for the French Mirage 2000. 
akistani forces could have ‘assisted in : Brasstacks at the beginning of this:year, 
sible Sikh terrorist attacks from | Soldiers on the streets: page 44 | India held an unquestioned superiority 


al level triggered off yet another arms 
n late January India and Pakistan, the 1950s. was to maintain a slight edge 
ve been their fourth war since inde- the. hands of China put paid to the mini- 
moved into battle positions on both and Pakistan became imperative. By 
The latest confrontation originated one of limited deterrence. 
ale. exercise to test its mechanised prove relations with Pakistan. and 
re similarly engaged in their ed to make. it less worthwhile for pi 
ar games. rent Indian defence posture, in addition 
r ps close to the border facing Indian sophisticated hardware under US assist- 
. toits.own. forward locations in Since independence a multi-lingual | Chinese aid since the 1960s. In turn, 
en asthe armies were poised fora | mands have ranged from autonomy to | mercial purchases from Western Europe, 
begun to defuse the crisis. 1970s and coping with internal security | agreement with Moscow. 
strust between the two. Nearly four | Bangladesh, Pakistan emerged as a | ages of each other. Under the now-de- 
quiring Kashmir by force. On Unrelated to the internal situation, | Patton tanks, F104 and F86 fighters and 
_of 1971, fears that a Hindu India still has | considerable change both at the region- | to-buy Centurion and AMX13 tanks, 
Operation Brasstacks and the Pakis- | a Pakistani arms build-up under the | Indian numerical edge in tanks and air- 
opposite Sindh could have worried Is- | China and the birth of Bangladesh in 
ion in recent years. The swift Pakistani | explosion in 1964, the subsequent | plied Sukhoi 7B fighter-bombers gave 
yet another Pakistani attempt-to step The strategic transformation of rele- | [1 aircraft from France, a weapon India 
d to.the assassination of former Indian | 1970s. It forced a re-think of the threat | Jaguar and. Soviet MiG23/25 aircraft 
nso far and the unabated ‘violence F16-fighters and M901 TOW anti-tank 
ports quoted intelligence estimates that An ocean of conflict: page 43 Thus, by the time of Operation 
cross the border on 26 January — LT over Pakistan in army divisions, tanks, 
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OF FORCES | 














been the scene of an intense supe: 


‘the so-called “one-and-a-half wars” 


full-scale land, air and sea: war with 


| Pakistan and a limited air and ground 


Operation with China not significantly 
larger in scope than the 1962 conflict. It 


¢ does not take into account the Chinese 


nuclear capability, which can only be 
met if India decides to go nuclear, 
India has demonstrated its ability to 


‘set off an atomic bomb, and its‘nuclear 
reactors can. produce..weaporis-grade 


material. Some. analysts have argued 
that India’s civilian space programme 
can be. adapted. to produce ‘long-range 
missiles. Western analysts estimate that 
India has the potential to deploy 20-30 
IRBMs | (intermediate-range . ballistic 
missiles) by the end of the century. Un- 
less Pakistan forces the pace in the Sub- 
continent's nuclear race, the Indian de- 
cision is unlikely to be made in haste. 


"vena modest: nuclear capability 
would be of little avail in another re- 


gion of security, concern, the Indian 


Ocean, which since the late 1960s. has 
yerpower 
arms race. With 5,400:km of coastline 
and 2 million et of maritime exclusive 


artillery and aircraft. The force balance fa 


| inarmy divisions is 35:19: 
However, the 10 Indian divigiond de 
ployed against China and another fiv 


|. divisions needed for internal security in. 
the northeast and Punjab need to be 


excluded from the ratio. Similar! 
Pakistan would need at least three divi- 
sions on the Afghan border. Furthe 
complicating the balance of forces 
the differing capabilities — the so-cal 
force multipliers — of the aircraft, ta 
and missiles on either side. 


Indian defence planners are con- 
cerned. that with weapons technology | 
advancing so rapidly in the West, the | 


US in particular, bigger and better for 
multipliers would be available to Paki 


tan:and China in the future. Washing-~ 


ton’s plans to supply. the airborne warn- 
ing and control system (AWACS) to Is- 
lamabad — ‘which would allow Pakis- 
1: tani air surveillance deep into India — 
e worried New Delhi.. 

The Soviets have offered their ver- 


| sion of AWACS, but it is known to be 


inferior to the US system. India. will 
chave to opt for the Soviet AWACS ver- 


sion in addition to developing an indi- | 


genous AWACS capability. 
The upgrading of the IAF will also 
“have to cope with the planned advances 


| of China’s air force. China is also install- | 


ing superior US avionics systems in its 


| fleet of MiGs, to be supplied by GEC, 
and improving its radar network. Bri- 


tain is supplying, aerial refuelling capa- 
bility, to China which could. enable 
Chinese ‘aircraft.to take-off from-deep 
inside its. territory and to operate 300- 
$00 km beyond its southern frontiers. 


. Even after. trying. to cope with: 
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into the Bay o 


- Washingtor s 


Pakistan,” mind 


prise, which was then 10 sailing’ days 
away, ‘could ‘reach the shores’ of 
Bangladesh.. Today. the US carrier 
groups are usually within two days’ sail- 
ingume fromthe ‘ind waters: 

While naval modernisation has since 


pir up pace, it has been hampered 


its -capital-intensive nature. Indian 
adimirale uld like to see.a navy with 
100: major ships — four carriers, 20 sub- 


| marines and other major surface vessels 


~~ by the end of the century, but it is 
doubtful if even half their aims could be 
achieved given the cost-constraints. 

For the foreseeable future, the In- 
dian Navy’s role in the event ofa war 
would be — apart from immediate coas- 
tal defence, protecting offshore assets 
like. the: Bombay High oilfield, and es- 
cort support for the national merchant 
fleet —- sea control against the Pakistan 
Navy in the Arabian Sea. In the event of 
the. navies. of bi ger powers interfering 
in the war, the Indian can at Best 


harass and delay its 
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N early 25 years after China and India 
EN fought a brief war, the underlying 
issues which led to the conflict are yet to 
be resolved. The armed confrontation 
of the early 1960s has since settled down 
_to a stalemate on the Himalayan bor- 
der, despite. minor periodic: skirmishes 
and the resulting diplomatic protests 
andrebuttals by the two sides. 
The absence of large-scale fighting 
or more than two decades — though a 
combined total of nearly 400,000 troops 
have been poised at striking distance — 
dictated by the reality that the desol- 
ate mountainous terrain and inhospita- 
ble high-altitude climate make it ex- 
tremely difficult for either side to score 
ajor military gains. 
© While geopolitical wisdom may have 
ruled out military adventurism, the two 
des continue to nurture a sense of 
valry without openly articulating it. 
arring unforeseen developments, both 
hina and India — given their popula- 
ons, size and growing economic mus- 




















































program- 
fence, is to join 
axe e world’s nations by 

rn of the century. India also wants 
come.an important world power. 
\lthough it is not inherent that two 
8 powers must be hostile to each 

her, the divergent ‘world views and 
perceived national interests of India and 
China have the potential to foster 
valry. India’s strong links with the 
viet Union and Vietnam are viewed 
with suspicion by Peking. $ 

: larly, in New Delhi’s eyes, 
‘hina’s. “close ties with Pakistan — 
ndia’s main adversary in the Subconti- 
nent- is anti-Indian, With regard to 
india’s problems with its smaller South 
sian neighbours, China has habitually 
ided with them. More worrisome to 
Yew Delhi is the emerging Sino-US- 
akistan nexus, involving the induction’ 
f sophisticated US arms in the region. 
The strength of the nexus derives 
mainly from the enduring superpower 
ivalry, which survived despite the US- 
viet detente of the 1970s. 
sven. though the state of interna- 
ional relations has been in continuous 
lux, at least since the early 1970s, room 
or manocuyre for smaller players such 
s India and Pakistan -— and to some ex- 
ent China ~~ is limited. However, the 
inderlying compulsions of Sino-Indian 
ivalry are likely to remain for the 
oreseeable future. l 
< But this is unlikely to alter radically 
he current military ‘picture. on the 
imalayan border, which is remarkably 
rent from 1962 when India suffered 
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Since then, the Indian Army has raised 
additional mountain divisions to beef up 
the border. Currently, there are 11 
army divisions deployed, and these are 
supplemented by such paramilitary 
forces as the Ladakh Scouts and. the 
Indo-Tibetan Border Police. 

On the Chinese side, the Southwest- 
ern Military Region, headquartered at 
Chengdu in China’s Sichuan province, 
has eight infantry divisions, six local- 
force divisions and two or three border- 
force divisions available to it for deploy- 
ment on the Indian border. In addition, 
one division from the Northwestern 
Military Region of Urumugi could be 
made available for operations against 
the Ladakh sector. 

Given its commitments on the Soviet 
and Vietnamese. borders, China could 
only earmark about 15 divisions for op- 


port for the F 
Army in Tibet is capable of supporting 
- 21 divisions for about 70 days. - 

One important assumption in the ba- 
lanced-force scenario is that- India 
would not have to fight a simultaneous 
two-front war against China and Pakis- 
tan. China. did not activate its Indian 
border forces during the Indo-Pakistani 
wars of 1965 and 1971, though it gave 
material and moral support to Is- 
lamabad. Pakistani strategists are 
known to be conscious of Peking’s un- 
willingness or inability to enter other 
people’s wars, even if they happen to be 
friends and allies, unless China’s na- 
tional interests are immediately and di- 
rectly threatened, 

Peking’s military interests on the 
Sino-Indian border lie in keeping what 
it has by safeguarding the disputed 
Aksai. Chin area through which it has 
built a vital road linking southern Tibet 
with its Xinjiang Autonomous Regio) 
Any attempt by the PLA to thrus. 
beyond the Himalayan ranges into 
India’s Arunachal Pradesh. state 














|Troops on Sino- ; unresolved issues. 





and the Brahmaputra valley, 
though feasible given enough pre- 
paration and political will, could 
lead to a costly and long war of at- 
trition without achieving sustaina- 
ble politico-military goals. 
¿Even China’s impressive nu- 
clear-weapons capability is un- 
likely to alter the picture in a con- 
ventional war, though it could act 
as a deterrent to any long-range 
thrust by India into Tibet.:China’s 
nuclear posture is essentially de- 
fensive, aimed at the superpowers 
— especially the Soviet Union. 
With Peking’s declared aim of not 
using nuclear weapons against 
non-nuclear powers, the nuclear 
option is unlikely to figure in a 
conventional. conflict with: India 
given that India has no known nu- 
clear-weapons stockpile. 
China’s own preoccupation 
with modernising its economy by 








erations on the Indian border. If rela- 
tions with Moscow improve, more for- 
mations could be released to the Indian 
front, but the mountain terrain, the ob- 
jectives involved and the logistical prob- 
lems preclude the use of a much larger 
force there: As Indian mountain divi- 
sions, consisting of 17,500 troops, are 
much larger than the 12,700-strong 
Chinese divisions, there is now a rela- 
tive balance in numbers. 
Si 1962, there has been consider- 
able improvement in logistics on both 
sides. India has undertaken a sustained 


programme to build roads, helipads and 
airfields in the area, while China has 





laid an oil pipeline from China proper 
into Tibet and an 834-km railway from 
Qinghai to Tibet. Airfields in southern 





ift and debilitating defeat by China. 












Tibet are now capable of supporting air 





the turn of the century should pre- 

clude even the use of coercive nuclear 
diplomacy with other nations. How- 
ever, the picture could change if and 
when India goes nuclear. After the 
leadership in New Delhi takes a political 
decision on the matter, it would require 
at least a'decade to develop a modest 
nuclear capability. 

Despite the military build-up on the 
border, Peking and New Delhi have not 
closed the door on’a:negotiated settle- 
ment of their dispute. Bilateral rela- 
tions, after being frozen in 1962, witness- 
ed a thaw in 1976; at the end of the Cul- 
tural Revolution, when: the two sides 
upgraded their ‘representation to am- 
bassadorial level : 

Talks on further normalisation of re- 
lations began in 1981 but, despite seven 
rounds. of protracted negotiations 
stretching into: 1986; there hasbeen no 
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ial progress in settling the 










-the middle of this year, the positions of- 
the two sides appear as far apart as ever, 

Although: the: border problem is 
complicated, it is solvable if both sides 
can find the political will to do so. The 
two parties will have to make meaning- 
ful concessions without appearing: to 
compromise principles important to 
their respective domestic audiences. 
Because of India’s volatile parliamen- 
tary politics, such a step is more difficult 
| for New Delhi than for Peking. 















N ew Delhi is known to be revamping 
Wits China policy, the details of 
| which are expected to emerge in the 
coming months. At a February seminar 
in New Delhi, attended by high-level 
| politicians, present and former dip- 
lomats, as well as academics and jour- 
nalists, the consensus was that the time 
Was ripe for exploring all avenues — po- 
- litical, diplomatic and unofficial — to 
< speed up the border talks with China. 
China, which also has border dis- 
“putes with Vietnam and the Soviet 
| Union, has started normalisation talks 
“with Moscow in the wake of Soviet leader 
Mikhail Gorbachov’s new Asian policy, 
announced last July. Details of the first 
tound of Peking’s border talks with the 
Soviets, held in February, are not yet 
nown but an amicable.settlement after 
rolonged negotiations cannot be ruled 
ut, 
> Many analysts have attributed Pe- 
ing’s preoccupation with modernisa- 
jon as the major reason for China’s 
moves towards Moscow., The same 
reason could goad Peking into moving 
more rapidly towards a settlement with 
New Delhi. 
This would follow unless Peking’s 
objective is to make an accommodation 
with the bigger adversary, the Soviet 
Union, in order to isolate the lesser one, 
India. There are as yet no indications of 
such ulterior motives on Peking’s part, 
and it is doubtful whether such a ploy 
could work in the long run because the 
Indo-Soviet connection has a strong 
underpinning of superpower rivalry in 
South Asia and the Indian Ocean region. 
If the Sino-Indian border talks are 
satisfactorily concluded, it could lead to 
some reduction of forces on the border. 
‘But China’s long-term modernisation of 
s armed forces could still worry Indian 
‘strategic planners. 
_ Some Indians who view the 1962 pre- 
emptive attack by China as not merely a 
battle for claimed territory but a well- 
lanned part of a Peking power play, 
re pessimistic about resolving the bor- 
er problem. In their view, China has 
the territory it needs and there is no ad- 
vantage to Peking in settling the issue. 
‘According to these observers, the Sino- 
Indian border region could remain in 
_a-state of prolonged confrontation. In 
that event Indian nuclear hawks could 
ain the upper hand. — V.G. Kulkarni 






















































pute. With the eighth round slated for | 








India’s Trombay reactor: nuclear threshold. 

























Indo-Pakistani rivalry 










boosts nuclear option 


T most dangerous aspect of the 
Indo-Pakistani confrontation is the 
potential of the two sides to obtain a nu- 
clear-weapons capability. The Subcon- 
tinent’s arch rivals have not signed. the 
1968 nuclear Non-Proliferation Treaty, 


programmes are for peaceful purposes 
only. ae 

been fully accepted by foreign observers 
because of the sustained nuclear pro- 
grammes of both countries. India 
exploded a nuclear device in 1974 at 
Pokhran in the Rajasthan desert and is 
known to have considerable capacity to 
manufacture weapons-grade nuclear 
material, Pakistan’s own nuclear plans 
~ set in motion in the early 1970s, well 
before the Pokhran explosion — have 
been recorded in the media. 

Abdul Qadeer Khan, head of Pakis- 
tan’s nuclear programme, reiterated in 
a recent interview the country’s ability 
to produce a nuclear bomb. Although 
he subsequently denied the substance of 
the interview, to many foreigners it was 
a confirmation of Pakistan’s- deliber- 
ately ambiguous nuclear policy. The 
timing of Khan’s interview was ra- 
ther awkward for Islamabad, coming 
during a debate in the US Congress on 
military aid to Islamabad. US laws re- 

uire the American president to certify 


that the aid-receiving country is not” 


making nuclear weapons. 
A US State Department official! told 


congress on 5 March that the president. 


would not be able to get reliable assur- 
ances from Pakistan on the matter. 
Nevertheless, the White House has 
urged congress not to jeopardise the 
strategic cooperation between Wash- 
ington and Islamabad against the Soviet 
Union by stopping military aid because 
of Pakistan’s nuclear ambitions. 
Inevitably, the nuclear debate in 
India will pick up momentum. The pub- 


Such peaceful protestations have not 











lic debate on the nuclear option’ has 
been going on intermittently for more 
than’ two decades, since China Con- 
ducted its first atomic explosion in 1964. 

India has understood for some time 


_that Pakistan was only “two screwdriver 
(NPT) and maintain that their nuclear, 
. state of “loose wires [waiting to be con- 


turns away” from the bomb or was in a 


nected] technology.” And..the almost 
open US connivance and US reports of 
China’s collusion with Pakistan's nu- 
clear programme will.be the additional 
elements of the debate in India. 

Early this year, Washington tried to 
persuade Pakistan to sign the NPT to 
smooth the way for congressional ap- 
proval of long-term aid. This course, the 
US has pointed out, would still leave 
open the option of going nuclear. if Is- 
lamabad felt its national security was 
greatly threatened. But Pakistani Presi- 
dent Zia-ul Haq refused to budge. : 

Zia’s position is that Islamabad will 
sign the NPT and. open. its nuclear 
facilities to inspechion by the Interna- 
tional Atomic Energy Agency (IAEA) 
only if New Delhi does so simultane- 
ously. India has consistently opposed 
the NPT, which it says discriminates 
against non-nuclear: powers and per- 
petuates the coercive diplomatic and 
military potential of the nuclear powers. 
In the earlier stages of the UN debate on 
the NPT, Pakistan seemed amenable to 
signing the treaty, but held back: after 
assessing India’s refusal. = 

The.defeat in the 1971 war. strength- 























“ened Islamabad’s resolve to gain nu- 


clear parity: with India. In Pakistan’s 


ties led to a suspension of US aid to Is- 
lamabad in the late 1970s, but the Soviet 


occupation of Afghanistan in 1979 and 


the:election of Ronald Reagan as presi- ` 


dent bolstered the American connection. 
Indian ‘analysts, say there is a tacit 
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grading Pakistan’s 
weaponry and will not frustrate Pakis- 
~ tan’s nuclear efforts as long as no bomb 
is detonated. With the American con- 
nection thus secured, Zia has called for 
“mutual inspection of Pakistan’s and 
India’s facilities to ensure neither side 
“goes nuclear. 
_,. India has rejected the overture, dub- 
bing it a propaganda ploy by Zia who, it 
ae has thrown.a:red herring knowing 
1 well that it would not be accept- 
‘able to New Delhi. Some observers say 
« Zia has been buying time to enhance 
- Pakistan’s nuclear-enrichment. pro- 












ndia; which is believed. to be several 
éars ahead of Pakistan in nuclear tech- 
nology. Given the level of distrust; 





with problems. If the two sides cannot 
trust the IAEA, could they trust. each 
her on sucha sensitive issue? 
» Indian strategists.see their national- 
security interests in a larger geopolitical 
framework, Pakistan is merely one part, 
though.a significant one, of New Delhi’s 
security concerns. India also must take 
into account nuclear-armed China, with 
which it has a long-standing: border 
problem. In addition, New Delhi has to 
protect its vital interests in the Indian 
Ocean, which has increasingly become a 
zone of competition between the nu- 
clear-capable navies of the superpowers. 
Indian proponents of acquiring a nu- 
clear-weapons capability in the 1960s 
came mainly from the rightwing fringe, 
which had little real influence. At that 
time, economic constraints also. pre- 
cluded a decision by New Delhi to try to 
_ build a bomb. The conventional: arms 





China seriously drained Indian re- 
sources. 


T: 1974 Pokhran explosion came 
p E after the US opening to China, which 
owas facilitated by Pakistan. But India’s 
-domestic problems. — including those 
arising during the late prime minister 
Indira. Gandhi’s 1975-76 Emergency 
tule and later during the unstable ad- 









Morarji Desai — put the nuclear issue 

onthe back burner until the early 19895, 
when Islamabad’s nuclear activities 
began to attract attention: : 

In the past, the. question fating: New 
Delhi was whether a developing country 
could afford the high costs of going nu- 
clear. In contrast, Pakistan has played 
down the economic aspect, because it 
views the nuclear-weapons deterrent as 

! a matter of national survival. 

Today, many Indian analysts recog- 
nise that economic. progress cannot be 
sustained in the long run under an inse- 


fence-with-development seems ‘to. be 
overtaking an earlier equation of de- 
fence versus development. Although 















conventional 


gramme and catch up in other areas with 


mutual inspections would be fraught 





“build-up to counter the threat from 


ation of former prime minister: 


cure defence. environment. Thus, de- 





g annually gi 
the security perceptions are such 
that there has been no public clamour 
against defence spending. 
However, as India spends under 4% 
of its gross national product on defence 
— as. against 6.5% in Pakistan — and is 
among the bottom end of the scale 
among nations on that score, the coun- 
try can bear extra security outlays. 

K. Subrahmanyam, director of 
India’s Institute for. Defence Studies 
and Analyses and an advocate of strong’ 
defence, estimated last year that a mod- 
est nuclear deterrent can be achieved in 
10 years at an annual cost of Rs 10 billion 
(US$769 million). Today that sum rép- 
resents only 8% ofthe defence budget 
-and in 10 years it would be only 4%. 
Such a deterrent would probably in- 
clude 50 nuclear bombs carried by long- 
range aircraft. Other estimates, with 
varying missile components, are much 
higher. : 

Subrahmanyam contends that the in- 
evitable growth in the country’s conven- 

-tional armaments — such. as aircraft, 
missiles, artillery, radar, intelligence, 
and command and control systems — 
would be “dual-capable,” meaning they 
could be used in a nuclear as well as a 
conventional war. Moreover, India’s 


civilian space programme, including an. 


‘augmented. satellite-launch vehicle, a 
polar orbit satellite and a geosynchron- 
ous satellite 
commodate 
of nuclear-tipped missiles, while incur- 
ring only marginal additional research 
development costs. 
A modest nuclear deterrent, apart 
from being effective against Pakistan, 






could, with further augmentation, pre- 
sent’a credible nuclear posture to. 


“China, some analysts argue. It could at 
least remove the nuclear factor from the 
Sino-Indian strategic. equation, ‘the 
reasoning goes, and the superpowers 
would find it difficult to ignore India as a 
nation lacking the will to project its 
power. 

As yet there is no consensus in the 
country, or even within the Indian Gov- 
ernment, on the nuclear-weapons op- 
tion. In the short run; New Delhi and Is- 
lamabad are likely to continue to react 
‘in kind to each other’s nuclear moves. If 
Zia succeeds in continuing his-policy of 
nuclear ambiguity, the Indian decision 
could be delayed. In any case both Sub- 
continental adversaries could continue 
improving their nuclear potential with- 

“out going openly nuclear. 

Seizing the nuclear option unilater- 
ally would have far-reaching interna- 
tional repercussions for both countries. 
Therefore, they. could-opt for being 
clandestine atomic powers like Israel 
and South Africa. From. then: on. it 
‘would only be a matter of time before 
the Subcontinental arms race openly 
crossed the nuclear threshold. 

















could be modified to ac- 
‘the launching and guiding.. 
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of conflict 


urrent US naval doctrine dra 
heavily on Adm. Alfred Mahan 
who wrote: “Whoever controls the In: 
dian Ocean dominates Asia. This oc 
is the key to the sever seas. [n-th 
century the destiny of the world will be 
decided. on its waters.” Adm. §. C 
Gorshkov; the father of the modern: 
Soviet navy. has similar views on sea. 
power in the Indian Ocean. 
Western thinkers have taken the vi 
sions of Mahan and other strategi 
step further: in future the count 
controls outer il 





that controls the n ma 
will control the worl ne fo 
ture of “Star Wars,” the. superpe ers 
have not lagged in their nuclear escala: 
tion in the Indian Ocean, setting 
alarm bells in the littoral states. 
Between the 16th century ~~ wh 
maritime muscle gained ascendan 
the currency of international pow 
and World War IH, the- India 
and the Gulf have ‘been contr 
competing European powers. Th Pe 
tuguese and the Dutch held sw 
16th century, followed by the Fren: 
the 18th century who were pushed © 
by the British after the Napole 
wars. Until the British decided to end 
their naval role “east of Suez” in. 
1960s, the Indian Ocean largely 
mained a British lake. 
With the withdrawal of the Brij 
security blanket, the 36 littoral and 
hinterland states, most of therm 
independent’ former colonies, foun 
themselves. too weak individually an 
too disparate collectively to fill the 
power vacuum. So the superpowers. 
stepped in. 
he development by the US in 1963 
of the Polaris .A3, a ‘submarine-— 
launched ball sissie (SLBM) with. 
























ange of 2,500 km, made 


po : 
reach Soviet: territory, from the north- 


west quadrant of the. Indian Ocean. 
Lacking a countermeasure, the Soviets 
in 1964 proposed that. the UN declare 
the Indian Ocean a nuclear-free zone. 
Despite support for the proposal from 
littoral states, the US rejected it and by 
1968, with the Soviets developing anti- 
submarine warfare capability, the arms 
“race was stepped up. 

By the mid-1960s, the US had ac- 
quired from the British the Diego Gar- 
cia island. Beginning as.a modest com- 
munications facility, Diego Garcia has 
been turned into a sizeable naval asset 
costing more than US$500 million and 
capable of supporting not only maritime 

urveillance flights, but also a carrier 
attle. group and an amphibious 
tigade. The airfields on the island can 
ake B52 long-range nuclear bombers. 


addition to Diego Garcia, the nu- 

| clear-capable infrastructure available 
to the US in the ocean littoral includes 
several bases in Australia, Masirah is- 
land off Oman, anda facility at Mahe, in 
the Seychelles. On their part, the 
viets have access to bases in Aden 
d Socotra in South Yemen, and the 

d Sea port of Asmara and Dhalak is- 
and in Ethiopia. In addition, since the 
ate 1970s, Moscow has established 
acilities in Cam Ranh Bay and Da Nang 


n Vietnam on the South China Sea coast: 


Also crowding the Indian Ocean nu- 
lear scene are the French air and naval 
bases in Djibouti which have a partial 
upport role in US activities. At the far 
end of the Indian Ocean is the French 
naval base on La Réunion. The testing 
of the Chinese SLBM in 1982 even 
makes it possible for a Chinese role in 
he Indian Ocean. China’s naval coope- 
‘ation with Pakistan and Bangladesh 
re also pointers to that role, though 
any significant Chinese activity would 
be unlikely before the early 1990s. 
Currently the US deploys one carrier 
‘battle group with about six surface com- 
-batants and one nuclear submarine in the 
Arabian Sea on a regular basis. In addi- 
on, another US task force of one com- 
mand ship and four destroyers/frigates, 
is usually in readiness in the Gulf. Reg- 
ular Soviet patrols of the Indian Ocean 
consist of two or three submarines, 
ight surface combatants, two amphibi- 
ous ships and 12 support ships. 

The possibility of a contest by the big 
powers in the Indian Ocean has been 
eared by the surrounding developing 
states since the early 1960s. Helpless in 
‘the face of such armed might, the Cairo 
on-aligned summit of 1964, with India 
nd Egypt in the lead, called for the 
world’s oceans to be freed of nuclear 
weapons. The concept was expanded at 

é Lusaka summit of 1970 to eliminate 
li military bases from the region. This 
‘esulted in a formal proposal by Sri 

Lanka in 1971 to the UN for an Indian 
cean peace zone. The UN has made 





tinctly cool to the proposal. Ey 

The volatile situation in thë Middle 
East and the Horn of Africa through the 
1970s increased the military bases of the 
superpowers. The 1979 Soviet interven- 
tion in Afghanistan and the creation of 
the US Rapid Deployment Force 
(RDF) and its subsequent incorpora- 
tion into the US Central Command 
(Centcom) have almost scuttled any 
hope of an Indian Ocean peace zone. 

Centcom, the only command to be | 
formed after Nato, covers 19 nations on 
the littoral and the hinterland from | 
Pakistan to Kenya. The forces available 
to Centcom include three aircraft car- 
rier groups, one amphibious group, | 
seven tactical fighter groups and five 
combat divisions. 

Centcom’s manpower, which cur- 
rently numbers 222,000, is due to double 
by 1990. The nuclear warheads avail- 
able to Centcom are put at 17,000. 

US officials justify its RDF build-up 
as an answer to the Soviet invasion of 
Afghanistan. However, the RDF was 
conceived as early as August 1977 











though the force build-up accelerated in 
the early 1980s. The RDF has been de- 
scribed as the “cutting edge” of the total 
American power projection system and 


is intended to maintain an “intervention 
capability” for the US “to be used uni- | 
laterally” in Third World contingencies. 

Moreover, Nato members have in 
recent years discussed the possibility of | 
acting in concert in Third World | 
emergencies which are seen to affect the 
alliance’s interests. If this concept gains | 
ground, the 47,000-strong French RDF | 
and the smaller British RDF could enter 
the Indian Ocean picture. 

The Soviet response to the US and | 
other collective Western measures are | 
not yet discernible. But any military | 
moves by Moscow could be seen by the | 
Western powers as justifying their ac- 
tions. The escalating military build-up | 
could turn the Indian Ocean into a zone’ | 
of conflict rather than peace, a prospect | 
most worrying to those states not allied 
with either superpower. — V. G. Kulkarni 

























MARKET FUND. 


WE TREAT EVERY 
_ INVESTMENT LIKE A | 
MILLION DOLLARS. 


Standard Chartered. One of Britain's largest 
“independent international banks, A worid leader in 
international money management and currency dealings, 
with muilti-currency deposits in excess of £28 billion. 
And with over 2,000 branches in more than 60 countries. 
in fact alt the ‘credentials you're iooking for if you're 
planning to invest in the offshore money market. Choose 
C pëtween ten Standard Chartered funds. All offer the 
security of a Jersey based bank, and the advantages 
of significantly higher interest rates available to the 
company on the interbank markets, normally only 
_ available to investors placing sums ‘equivatent to us$ 1 






























































million or more. 
And yet the minimum deposit is only: £1,000. 
CURRENCY FUNDS 
These funds are for those who prefer to manage 
_ their own portfolio of currencies. There’s a choice of 8 
~ Sterling, US$, Can$, Aus$, Deutschemarks, Swiss 
Francs, ECU and Yen with no initial charges. Switching 
currencies when you think the moment is- right 
couldn't be easier, and there's the flexibility to realise 
your holdings when you want to at short notice — just 
two days. 
MANAGED FUNDS 

You can put the vast experience and expertisė of 
Standard Chartered Managers to work on your 
account by investing in the Managed Funds, The aim is to 
maximise growth by balancing interest rates with rates 
of exchange and with the help of 20 dealing rooms 

‘around the wortd, providing up to the minute market 
information round the clock, Standard Chartered 
is particularty well placed to meet that aim. Management, 

i charges and fees are low and you can realise your 
holdings with just two days notice and choose the 
Doilar or Sterling fund depending on how you 
“measure your wealth. 

To find out more, just call Allan Wong on 
5-243037/5 8444283 or simply fill in the coupon below 
and we'll send you. a Fund Prospectus. To: Mr AHan Wong. 
Standard Chartered Bank (C.i) Ltd.. 9/F Gloucester: 
Tower, The Landmark, Central, Hong Kong. 
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Please send me a copy of the Fund's Prospectus and Applicaton form. Audited accounts are avatiabie on request. 











Salamat Ali in New Delhi 
half-way through his five-year 
term, Indian Prime Minister Rajiv 
i ffered a major blow to his 
country’s- most. popular 
latest setback came in re- 

















ting 
Fol- 









y or Gandhi in the latest polls. 
He campaigned longer and harder 
e around, pressing. into. service 









‘very vote-catching device from prom- ; 


ses of higher fund allocations from New 
Delhi through virulent attacks on the 
sition’s performance to crowd- 












ing Janata Party MP Madhu Danda- 
J Suggest aban in’elections on the 

















n West Bengal, Gandhi attacked 
rl ling Communist Party of India— 


ars, 


he dawn of a new West Bengal. But the 


lection results gave the ruling Left 


ront coalition, led by the CPI-M, a 
hirds majority and the CPI-M it- 







ctics at his public rallies, pro-.. 
















self an absolute majority. West Bengal’s 
Chief Minister Jyoti Basu and his com- 
munist cadres proved to be better cam- 
paigners than Gandhi and his faction- 
ridden state party machine. 

In Kerala the contest was between 
the ruling United Democratic Front 
(UDF) — a motley coalition headed by 
the Congress and comprising some 
mutually antagonistic communal, and 
caste-based parties — and the Left 
Democratic Front led again by the CPI- 
M. Gandhi campaigned in Kerala on a 
poe of securalism and socialism. 

e even pressed into service Tamil 
Nadu Chief Minister M. G. Ramachan- 
dran in the Tamil-speaking pockets of 


the state. Although the UDF is known 


to be anti-communist, it supported two 
candidates of a breakaway faction of the 
CPI-M, thereby compromising its own 
credibility. © 


| n the event, the leftist grouping led by 
the CPI-M won 75 seats against the 
UDF's score of 61. The election setback 


c knocked out Gandhi's last toe-hold in 


southern India, where all the four state 
governments are now ruled by non- 
Congress parties — Tamil Nadu by the 
Anna Dravida Munnetra Kazhagam 
party, Andhra Pradesh by the Telugu 
Desam party, Karnataka by the Janata 
Party and Kerala by the leftist coalition 
led by the CPI-M — which also governs 
West Bengal and Tripura. Congress’ 
trouncing in Kerala has led opposition 
parties and most media analysts to 
argue that Gandhi no longer heads a na- 
tional party but a purely regional one. 
The only redeeming feature of the 
recent elections was the victory in 
Jammu and Kashmir of the newly 
formed alliance between the National 


entra 

1 and Kashmir and 

e National Conference into 

power-there with the specific under- 

standing that an electoral alliance with 
the Congress would be formed. 

The alliance. victory is justifiably in- 
terpreted. by Gandhi as a rejection of 
the Muslim fundamentalist challenge 
thrown by the hastily cobbled Muslim 
United Front (MUF), which promised 
Islamic laws and, more important, was 
clearly identified as secessionist. 

Under the Indian Constitution, the 
citizens from Jammu and Kashmir 
enjoy special privileges not available to 
residents of other Indian states. Al- 
though Kashmiri Muslims form the 





_| majority in the state, they appear to 


have sensed that the MUF had no po- 
tential to bring in Islamic laws or to take 
the state out of the Indian Union. 
Therefore, to safeguard the existine 
special privileges, they appear to hav 

supported the winning alliance. » 

Some analysts argue that the recent. 
tri-state elections may not make a läst- 
ing impact on national politics. They 
point out that dislodging the CPI-M in 
West Bengal, which has been en- 
trenched there for a decade, was a re- 
mote prospect in any case. The loss of 
Kerala is also not seen as significant be- 
cause the hold of the Congress there has 
A da been precarious. Moreover, that 
loss has been balanced by the gains the 

Congress made for the first time in tan- 
dem with the National Conference. 

All the same, these analysts concede 
that the recent setback makes the next 
state elections crucial to the Congress as 
Gandhi’s followers would like to reas- 
sure themselves that they have a leader 
who can get them elected. The next 
state elections are due by mid-year in 
Haryana, the Congress stronghold in 
the Hindi belt. 

In an analysis of the recent polls and 
the current political scene, Gandhi told 
his followers on 25 March to close ranks 
and not to lose heart. He blamed the 
rightist “friends of multinationals” with 
“allegiance to their masters abroad,” 
for trying to destabilise India. He said: 
“Their aims are sinister and they want to 
break up the unity of the country by any 
means and at all costs,” adding: “They 
know that they cannot break up this 
country without breaking up the Con- 
gress party.” 

Blaming foreign interference for 
domestic problems is old hat in Indian 
politics, but the very recourse to such 
tactics highlights the difficult days the 
Congress is likely to face, unless Gandhi 
makes some deft moves to restore his 
Sagging prestige. 

Given the overwhelming majority of 
the Congress in parliament, the opposi- 
tion has no hope of unseating the gov- 
ernment, but it could attempt to further 
demoralise the Congress before the 












elections in Haryana. 
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Tokyo Stock Exchange: more than a third of world stock value. 








Washington’s currency move has unforeseen results 


From giant to monster 


1984, the year before the first 


global manufacturer and trader. of goods to include 

being an international dealer in financial services ac- 
cords its banks and securities companies unprecedented 
power in the major capital markets of the world. While Japan 
by no means controls such markets, its presence in them now 
exerts enough influence to be able to sway market move- 
ments in a way that can alter exchange rates, and thus also 
rade flows, and affect the conditions of funding, not only for 
‘apanese corporations but also for borrowers of any country. 

The strange thing is that this all happened so quickly, A 
year ago no one would have guessed that Tokyo’s stockmar- 
ket might overtake Wall Street in value, that Japanese banks 
by most standards of size would beat all others in the world, 
and that Japan’s biggest earners would all be stockbrokers. 
After all, Japan made cars and TV sets. 

The decisive turning point for Japan was at the Plaza 
Hotel in New York in September 1985. There the G5 group 
of finance ministers effectively agreed to a return to the era of 
fixed exchange rates. That started the yen’s sudden climb 
against the dollar. Falling oil prices finished the dollar off as 
far as the yen was concerned. For Japan the result has been 
vastly reduced competitiveness in manufacturing because of 
the yen’s strength, yet for the same reason a financial sector 
stronger to the same degree. 

Much of this was brought upon the country by itself. The 
yen was hit in an attempt — so far unsuccessful — to stem 
Japan’s torrent of exports. 
Japan's global trade surplus 
on customs-clearance figures 
had risen from US$6.9 billion 
in 1982 to US$33.6 billion in 


j apan’s extension of its economic range from that of a 
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This FOCUS w was written in To by Charles Smith, 
Bruce Roscoe, Richard Hanson, Brian Robins and 
ery Gibeon., 


































G5 conference. As a result of the yen’s subsequent revaluation, 
yet also as a result of e volumes of exports, the surplus 
soared again to US$82.7 billion in 1986. By fiddling with cur- 
rencies, Washington had made a monster out of a giant. 
Japan has become a major capital exporter only in th 
past four tat Its current-account surpluses in the 1 
averaged only US$1.9 billion a year. And at the end of 1% 
Japan's net external or overseas assets of USSI 
compared with US$140.7 billion for the US. Thep 
reversed in 1985 with the US becoming a debtor nation; 
Japan overtaking Britain and Saudi Arabia as well as the | 
to become the world’s largest creditor nation, 
Japan in the space of 18 months had achieved a po 
enjoyed before it by Britain for 67 years, from 1848-1 
and by the US from the end of Britain's reign until the 
Latest pates put Japan's net external assets at a 
US$200 billion. 
Traditionally, Japanese banks and other financial-s 
companies have not ventured on to foreign terrain b 
they like doing so or feel any special desire to conquer 
have gone of necessity, to escape from hideous restrictions 7 
their domestic markets imposed by a bureaucracy which b 
lieves it is the government's business to know what eve 
company is doing all the time, as a prerequisite to ecor 
and monetary policymaking. In this respect one force wh 
drove traders abroad — saturation of home markets 
reverse of the motivation driving the financial se 
has a pitifully under 
domestic market. 
As far as Japan's pol 
makers ar e enne ea: 
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FINANCIAL 
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From governments to corporations, clients of 
Nippon Credit Bank have always been assured of 
one thing: exactly the financial services they need. 

That’s because NCB assists clients through a 
growing variety of carefully engineered techniques, 
applied by highly skilled financial experts. 

Combined with the information and technical 
support of our worldwide service network, these 
techniques can enable you to optimize profit in 
today’s volatile international financial environment. 
No matter where, no matter when. 

To be assured of exactly the financial services 
you need, include NCB in your designs for the 
future. 


Nippon Credit Bank 
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Creative Alternatives in a Changing World 
Wako Securities can help you reach your financial goals, 

no matter how distant they may appear. 

As specialists in Japanese securities and active participants in the key 
American and European markets, Wako offers a complete line of 

underwriting and investment services. 

Our computerized investment advisory services backed up by the timely 
and detailed analysis of the Wako Economic Research Institute help private 
and corporate investors’ throughout Asia and the Pacific to maximize 
their investment performance while managing risk. 

Wako’s long experience and broad client base give us the expertise and 
knowledge to design custom-made solutions to meet your specific goals. 


Wako Securities — meeting the challenges of global financial management. 
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Fuji unlocks 
new opportunities. 


One key to international success is choosing the right financial institution. 
You need solid assets, diversified services, experienced personnel, and a worldwide network. 
You need Fuji Bank, one of Japan’s largest. 
Our growing network covers 38 cities in 23 countries to help you anywhere, anytime. 
Our about U.S.$177 billion in assets enable us to finance virtually any project. 
And our experienced international staff can provide you with a wide 
range of financial services and information. 
For a head start in international business, start with Fuji Bank. 
We'll open up considerable possibilities. 
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Tokyo, Japan 
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will be high. Political 
manage. 


In the end, Japan’s trade dollars m 
meral as Saudi Arabia’s petrodollars. 


undone equally fe pot Money 
moves at the speed of computer 
links. Capital flows can alter direc- 
tion and velocity at the snap of the 
fingers. Tatsuo Kurita, a Mitsui 
Bank economist, points out that 
81.3% of Japan’s trade surplus last 
came from only three export 
industries: steel, cars and high- 
technology products. Growth in 
the final category may well con- 
tinue, but the future of Japanese 
exports of steel and cars — both 
now produced more som we! by 
pane Korea — is anything but as- 
red. 

_._ As nobody could have pre- 
dicted the full extent of Japan’s fi- 
nancial ascendancy, even fewer 
would dare predict its decline. The 
provident of Salomon Brothers 
c., Thomas Strauss, was recently 
— in Tokyo about the likely 
irection of the yen. He sighed 
deeply, and said that if he had been 
asked the same question about the 
US dollar and economy a few years 


top investment bankers say such things, it becomes clear how 
uncertain the whole business of money is. 
But if Japan’s wealth does disappear tomorrow, the ex- 


pertise of its bankers and brok- 
ers will not, Even the Ameri- 
cans are bons apanese banks 
as the most efficient within the 
US. The experience gained by ` 
Japan’s top securities houses 
and banks, in managing debt 
issues in foreign markets and 
trade and corporate finance, 
vill augur well for a dominant 
“managerial role by Japanese 
financiers in whichever market 
they choose to operate. Just as 
the services of London bankers 
were called upon to unravel the 
financial mess resulting from 
the Carter administration’s de- 
cision to freeze Iranian assets 
in the US, so might Japan’s ex- 
pertise be demanded in future 
times of trouble. 

Japan’s securities houses 
are already developing highly 
innovative debt instruments, 
though they are doing so in a 
rather xenophobic fashion. 
Many of the new types of bond 
issues they claim to be the first 
to invent are not available to 
foreign investors at all. They 
are tailored to meet the specific . 
needs of a few large institu- 
tional Japanese investors — 
and sometimes only one. Such 


À wea = 
yen is creating serious dislocations in 
manufacturing sectors and the social 
cost in terms of ks say doen and new pockets of poverty 

y Japan will become much harder to 


prove just as ephe- 
pid changes can be 
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this were limited to 15 rounds, pro- 
gress in formulating aT 
procedures would be m 
quicker. As things are, it takes 
years to transform ideas into 
realities. 


Big Bang financial deregula- 

tion notwithstanding, foreign - 
stockbrokers in Tokyo will say a 
child could have charted a course 
through Britain’s relatively free 


T: suddenness of Britain’s 


newnan markets years ago while adults 
ago, his guess would have been totally wrong. When the very | today would be lost in the maze of Tokyo. It is a maze more 


JAPAN'S EXTERNAL ASSETS 
AND LIABILITIES 








easily negotiated by domestic operators than foreigners and, 
while the barriers to fair and equal trading opportunities — 
are being dismantled, the pace of the demolition would em- 


barrass snails. And in overseas 
markets increasingly are heard 
cries that Japan is not playi 
fair. The ogoan criticism is 
that Japanese banks are dump- 
ing services to win market 
share. 

One defence at home is that 
the country is being asked to 
create in just a few years ascale 
and of market that deve- 


over decades. But after nearly 
120 years of experience as a 


eiji leaders embarked on a 


excuse — other than greed — 
for Japan not to know how to 
play by the accepted rules of 
markets other than its own. 
Tokyo's rise also signals a 


and Hongkong as financial 


chip Wall Street firms have 
chosen Tokyo as their Asian 
base, and are expanding their 
operations as fast as the Japan- 
ese Government will let them. — 
Doubtless Singapore and 

Hongkong will develop as 
operators of niche-market 
facilities, just as the smaller 


loped in Britain and the US | 


pon trader, since Japan’s | 
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policy of exports, there is little | 
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turning point for Singapore | 


centres. The bluest of the blue- | 
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-securities companies in Japan are desperately attempting to 
ialise in Sedet to survive ARA the itkes of Merrill 
Lynch, Salomon Brothers, Goldman Sachs, Jardine Fleming 


| andS. G. Warburg. 


But whether Tokyo can truly be integrated with New 


| York and London to create a financial tripartite axis that 
| would facilitate global trading remains doubtful. So far, 


| needed 


 Japan’s tax bureaucracy has shown itself unwilling to give the 
und. The need to distribute and trade more 
widely the Japanese Government’s own debt, which has 
exploded from ¥14.9 trillion (US$97.39 bien) in 1975 to 


— ¥134.4 trillion in 1985, may become the real catalyst for free- 
| ing up domestic capital markets. It has already forced the 


é government to liberalise 


| interest rates. 


At present, however, 
the tax authorities are 
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| considering the imple- 


_ mentation of no fewer 
than four new taxes on 
| securities transactions. 


| The rush to do so may be 


| a sign that Tokyo is pre- 

pared to forgo a once-in- 
 a-cen opportunity to 
setema a world tick. 


~ now available to make 
| the taxmen change their 
minds. — Bruce Roscoe 
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LIBERALISATION _ oe 


Not for us the 


Big Bang, but 
change we must 


any foreigners find it strange that the world’s richest 
M country (as measured by its external assets) should 

also be the place where the tightest controls survive 
on interest rates and the strictest demarcation lines exist be- 
tween different kinds of banking business. 

The Banking Bureau of the Ministry of Finance (MoF), 
which acts as command centre for governmental control of 
the banking industry, agrees that decontrol is overdue and is 
actually doing something about it. However, MoF bureau- 
crats are adamant that Japan cannot embrace freedom 
through a single Big Bang as Britain did when it decontrolled 
interest rates (as well as when the London stockmarket w 
“liberated” in the autumn of 1986). 

Instead of abolishing interest-rate controls overnight, the 
MoF is masterminding a carefully graded pro me for 
freeing rates on big deposits first, keeping a careful watch on 
the way Japan’s smaller and weaker banks are surviving the 
cold winds of competition. 

The MoF took its first step towards allowing free competi- 
tion for deposits by the country’s domestic banks as long ago 
as April 1979, when floating-rate certificates of deposit 

CDs) with a minimum denomination of ¥500 million 
US$3.3 million) and with 

maturity periods of up to six 
months were first introduced. 
But the progressive freeing- 
up of bank deposit interest 
rates, which has since become 
the mainstream of the minis- 
try’s liberalisation programme, 
dates only from 1985. In the 
autumn of that year, the MoF 
allowed all Japanese banks 
to quote “free” rates for large- 
sized deposits of ¥1 billion 
and upwards while maintain- 
ing statutory controls on rates 
of interest paid below that 
level. 

The ministry has since 
lowered the floor level for 
decontrolled interest rates 
twice — to ¥500 million in 
April 1986 and to ¥300 million 
in October. On 6 April the 
free-interest-rate sector will 
be expanded even further, to 
¥100 million, and in the au- 
tumn of this year there will be 
yet another move, probably to a ¥50 million floor level. 

With interest rates on deposits of ¥300 million and 
3 pes decontrolled, the MoF estimates that around 
30% of all deposits, including CDs and MMCs (money-mar- 
ket certificates) were in the free sector by the end of last 
year. But on a flow basis, the proportion is already much 
larger. Masanori Tanabe, deputy director for coordina- 
tion of the MoF’s Banking Bureau, told the REVIEW that 
“more than 100%” of the net increase in deposits in cit 
banks (the top 13 Japanese banks with nationwide branc 
networks) is now in the interest-free sector: in other words, 
the amount of interest-free incoming deposits substantially 
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exceeds the value of fixed-rate deposits which are 
wound up. 3 

The ratio of interest-free to fixed-interest deposits held by 
the 68 sogo banks (smaller banks with local branch networks 
that are often regarded as being especially vulnerable to in- 
terest-rate liberalisation) is still only 13%, according to 
Michio Yumi, chief of research at the National Association 
of Sogo Banks of Japan. Yumi estimates, however, that 90% 
of all new deposits are now interest free. Given the generally 
higher cost of interest-free deposits to the banks, this means 
that the effect of interest-rate liberalisation is going to be felt 
“very seriously” from now on, Yumi says. 

The merit of interest-rate liberalisation, as far as banks 
are concerned, is that by paying more to their depositors the 
banks will be able to compete more effectively with govern- 
ment bonds, which have become a major vehicle for private 
savings since the massive increase in 
flotation of “deficit covering” bonds 
that started in the late 1970s. The 
launching in 1980 by securities com- 
panies of chukikokusai funds (medium- 
term, government bond-based funds 
that offered a floating interest rate with 
only slightly less liquidity than is avail- 

le on bank deposits) presented banks 
„th a challenge which could only par- 
tially be met while deposit interest rates 
were fixed. 

In a free environment banks will 
be able to launch a counter attack 
on chukikokusai funds, a Sumitomo 
Bank official suggests. But at the same 
time different kinds of banks will be forced into far more 
strenuous competition with each other. In particular the 
powerful city anks, whose nationwide branch networks 
and economies of scale allow them to afford higher rates, 
will be pressing harder on the smaller sogo and regional 
banks. 

The Sumitomo Bank official thinks that a number of sogo 
banks may be forced to merge with city banks as their com- 

titive edge vanishes under the impact of interest-rate 

iberalisation and as the city banks move increasingly into the 

sogo banks’ traditional speciality of lending to small com- 
panies. But the 68 sogo banks seem unlikely to give up with- 
out a struggle. 

According to Yumi, the sogos are likely to see merging 
with city banks as a last resort, 
preferring instead to advance 
nto new business territories 
iuch as loans to very small- (as 
opposed to “small- and me- 
dium-”) sized companies, 
where lending rates might be 
high enough to cover the in- 
creased cost of deposits. The 
sogos also hope to do more 
consumer lending, an area 
which has been say neglected 
by city banks but which —_ 
accounts for 18% of sogo ban 
loans. 

Yumi also says his associa- 
tion will step up pressure for all 
of its members to be allowed to 
deal in Japanese Government 
bonds. Bond dealing has been 
hrm up to 10% of the pro- 

ts of some of the top city 
banks in the recent past, but so 
far only 30 of the 68 sogos have 
managed to obtain dealing li- 
cences. 

The problem of re-allocat- 
ing the business functions of 
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sogo and city banks as interest-rate liberalisation gets under 
way should not present too much of a challenge to MoF 
bureaucrats with long experience in setting this kind of de- 
marcation dispute. Far more difficult is the case of the post 
office savings system, whose massive nationwide network is 
under the control of another authority, the Ministry of Posts 
and Telecommunications (MPT). 

MoF officials say that the post office savings system, 
which already accounts for 32% of all personal deposits, is 
likely to be an overwhelming gainer from interest rate decon- 
trol unless steps are taken to phase out some of the system's 
special privileges such as exemption from reserve require- 
ments, stamp duties and compulsory deposit insurance (all 
applicable in the case of commercial bank deposits). The 
MoF is conducting negotiations with 
the MPT on the future of postal savings 
but is evidently not achieving rapid pro- 
gress. 

Meanwhile, the MoF’s strategy 
for fending off a rush of interest- 
free funds into postal accounts in- 
cludes giving precedence to the 
liberalising of MMCs (available 
from banks but not from the post of- 
fice) before it tackles the final round of 
liberalisation on small deposits. The 
minimum permissible size of MMCs, 
whose interest rates are set 0.75% 
below the floating CD rate, is due to 

ae come down from ¥30 million to ¥20 
million on 6 April. Maturity periods will be raised from one 
to two years at the same time and the amount of MMCs a 
bank may issue in relation to its net worth will be raised 
gradually. 

The freeing of deposit interest rates and the adjustment of 
relations between banks which depend on deposits as their 
main source of funding constitute the core of the liberalisa- 
tion poce that the MoF is undertaking in the banking sec- 
tor. But the ministry also has to decide whether and how to 
demolish the walls that divide depositing-taking banks from 
other types of banks that are not primarily deposit-takers. 

The ministry's Financial System Research Council is due 
to produce a report in the autumn which could recommend 
gradually dismantling the special status of long-term credit 

banks (funded by bond issues) 
and trust banks (licensed to do 
trust business, though they also 
Maintain small commercial- 
banking departments). The 
task of phasing out the legal 
distinctions between different 
categories of banks could pre- 
sent the MoF with its biggest 
challenge yet, given the vested 
interests involved and the com- 
petitive pressures likely to be 
released once no-holds-barred 
competition is allowed. But the 
MoF evidently feels that it 
must press forward, if only 
cautiously. 

As one official put it to the 
REVIEW, banking is one Japan- 
ese industry which was not 
forced to rationalise at the time 
of the two oil shocks (1973 and 
1979). Having remained under 
wraps until now, the time may 
have come for banks to start fac- 
ing the same pressures as their 
colleagues in the manufactur- 
ing sector. — Charlies Smith 
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JAPAN BANKING AND FINANCE 
MARKETS/CORPORATE FINANCE 


The cash bulge 
spawns a heady 
dash for diversity 


T=: deputy manager of a downtown Tokyo branch of a 





large city bank summed up the changed state of cor- 

porate finances in Japan succinctly: “When a Japanese 
company borrows money to increase its assets in the form of 
golf-club memberships, something is funny.” That his bank 
might be lending the money to such a customer, based on 
Euroyen interest rates, illustrates just how far and how fast 
things have changed in Japan. A stunning increase in surplus 
corporate cash since the mid-1980s has altered corporate fi- 
nancial behaviour dramatically. 

Companies are now aggressive in pursuing high-yield, 
high-risk financial-investment programmes, a phenomenon 
popularly known in Japanese as zaitech. There has been a 
shift away from bank loans in favour of tapping international 
capital markets directly. Increased liquidity in the corporate 
sector has been largely responsible for soaring prices of land 
and stocks (and even of golf-club memberships). 

The consequences of a cash-rich corporate sector are be- 
nning to sink in. There are serious questions over how 

apan’s monetary authorities will exert control over the level 
of liquidity in the economy, which is growing faster than the 
economy itself. 

The Bank of Japan (BoJ) is concerned about the conse- 
uences of high-risk investments by companies (prices can 
all), and frets about the possibility of re-igniting inflation as 

land and other prices jump. It is also worried that the zaitech 
era could adversely affect the allocation of production re- 
sources in Japan. What worries bankers most is that the 
a ag in corporate financial behaviour are gg chang 
ing the way they do business compared with the good old 
days — for banks. 

A brief look at history shows why. Japan’s formula for 
economic success after World War II was firmly grounded on 
a rigid system of allocating an extremely tight supply of capi- 
tal to industry at rates fixed by the authorities. Japan guarded 
its cash closely because of constant worries over balance-of- 
payments deficits. International capital flows were strictly 
controlled. 

That system gave rise to powerful long-term credit banks 
to finance capital spending. Corporations depended heavily 
for operating funds on short-term commercial banks, which 
divided up among its best customers a “window guidance” 
lending limit controlled by a then powerful BoJ. 

The system allowed a company’s “main” bank to exert a 
pon deal of influence over corporate activities. In return, 

anks were srpeceg to help tide the company over during 
the bad times. In the 1960s there were a few exceptions, such 
as Toyota Motor whose balance-sheet was strong enough to 
be dubbed Toyota Bank. Things began to change dramati- 
cally in the 1970s. 

Two oil shocks forced Japanese companies sharply to trim 
the weight of their i el from banks in order to save 
money. From 1970-74, bank lending accounted for an aver- 
age of 84% of corporate financing. From 1980-84, the aver- 
age share of bank loans slipped back to 60% — but in 1984 
the rate plunged to only 44%. 

Corporate treasurers switched smartly into bonds and 
equity to raise funds. rei in 1980, companies were al- 
lowed to issue foreign bonds freely. By 1985, foreign bonds 
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accounted for 18.4% of the funds raised by Japanese com- 
panies (compared with a 1.9% share for domestic bond is- 
Sues). Equity issues accounted for 36.3%, or double the 
share of equity financing in the 1970s. 

In short order, Japanese companies have, according to 
the Nippon Credit bank: 
> Strengthened their financial positions through advanced 
payments of loans. 

» Expanded the scale of their fund-raising activities and the 
volume of their financial assets far beyond the needs of plant 
and equipment investment. 

> Demanded more borrowings based on market-related 
spreads, made more use of domestic convertible bond issues 
as interest rates fell and share prices rose, and diversified 
their overseas borrowing habits to include warrant bonds and 
issues in non-US currencies. 

» Diversified the means used to manage their financial as- 
sets. Whereas companies once kept their money in bank de- 
posits, they now take advantage of deregulated market-re- 
lated instruments in the home market and play short-term in- 
ternational and domestic bond markets in order to reap capi- 
tal gains. 

Nippon Credit says other moves include greater use of 
coordinated fund raising by corporate grou involving sub- 
sidiaries and affiliates to reduce costs and the establishme 
of overseas financial subsidiaries (especially by tradit.. 


houses) to manage funds more efficiently. 

BoJ calculations indicate that corporate zaitech is work- 
ing. Diversification of fund-raising routes has cut the actual 
cost of raising funds. BoJ figures the actual cost of raising 





funds in 1985 at 6.2% a year compared with a conceptual cost 
of 6.4% in 1980. An improvement in non-o rating corporate 
profits (financial profits) is “more or less offsetting a deterior- 
ation of operating profit,” the central bank says. As of last au- 
tumn, BoJ concludes that as a result of the shift of investment 
into short-term holdings of securities, “the corporate sector has 
posted substantial capital gains,” especially in foreign bonds. 

BoJ says that the turnaround in corporate liquidity can be 
traced to a shift in 1980 from a tight money policy to an easy 
money policy. The government's easy money policy has con- 
tinued longer than at any other time since World War II, ex- 
ceeding the four-year stretch which began in April 1975 after 
the first oil shock. An earlier period of “excess liquidity” 
began in 1970 and lasted two-and-a-half years. 

The current period of excess liquidity has lasted this long 
mainly because prices have remained stable. An export-led 
recovery beginning in 1983 did not result in an overheating of 
the economy, Since 1985, growth has slowed because of slug- 
gish US economic activity and the impact of a higher yen on 
exports, In the past 18 months, BoJ has cut its discount rate 
five times to a historic low of 2.5%. 

Unlike past periods of easy money, however, the rise in 
corporate financial assets continued to accelerate even dur- 
ing the 1983-84 economic recovery, when past experience 
would indicate a deceleration. Boj concludes that the con- 
tinued rise in financial assets has little to do with employing 
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funds that are not being used for investment in real assets: “It 
must represent aggressive financial strategies in both the rais- 
ing and utilisation of funds.” 

The authorities may be worried about the possible future 
ramifications of excessive corporate liquidity. Companies 
and banks are more concerned with how to cope with things 
as they now stand. The fact is that deregulation of domestic 
financial markets will continue to afford companies more and 
more flexibility in raising and investing capital. Competition 
among financial institutions to provide services will intensify 
as a result. 

Of immediate concern is the proposed establishment of a 
market for corporate yen-denominated commercial paper. 
Banks have long opposed yen CP on the grounds that it will 
cut their lending to companies. The underlying struggle is 
over the balance of power with the securities industry, a bat- 
tle that the brokers appear to be winning as debt markets be- 
come increasingly securitised. 

The Ministry of Finance (MoF) is attempting to strike a 
balance between the role of banks and brokers in introducing 
CP. The banks themselves are increasingly forced to offer 
om pprt loan products to companies, In turn, the big city 
banks are competing more with regional banks for business. 


That will intensify as the MoF allows smaller deposit interest 
tes to be determined by market forces. Bank costs will rise, 
~d profits from loans will be squeezed by the trend towards 
pricing loans on a spread basis (a margin over a market rate). 
The extent of excess liquidity in manufacturing com- 
panies, ironically, appears to rise according to the degree to 
which the company depended on exports. That is partly be- 








cause exporters had a bonanza during the years when both 
nonetary policy was easy and the yen grossly undervalued. 
ror example, Mitsubishi Heavy inditries is reported to 
have excess liquidity of some ¥380 billion (US$2.6 billion), 
or about 2.7 times its momy sopa: 

What companies worry about is how to maintain returns 
on their surplus funds while interest rates continue to fall. 
That is why companies have turned to stockmarket invest- 
ment and real estate. The most popular vehicle has been a 
form of trust account kept with trust banks, the so-called tok- 
kin accounts. The proliferation of tokkin accounts has been 
credited with much of the upward thrust of prices on the 
Tokyo stockmarket over the past year. A good deal of con- 
troversy has been sparked by the (illegal) management of 
such accounts by securities companies. 

By happy coincidence, the legal framework for responsi- 
ble management of surplus funds has been put into place al- 
ready. The passage last year of Japan’s first Investment Ad- 
visory Act may serve to bring a large measure of profes- 
sionalism to the zaitech boom, and eliminate some of the seam- 
ier practices. The MoF is preparing to dole out licences that 
will permit advisory companies to manage corporate funds 
on a discretionary basis. Among other things, the new advis- 
ory industry will permit foreign firms to offer their services in 
Tokyo. The reception by cash-rich Japanese companies is al- 
ready encouraging. — Richard Hanson 
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MARKETS/OVERSEAS INVESTMENT 


More eggs — but 
more baskets too 
as US risk grows 


Ts key role played by Japanese investors in funding the 





rising US Government deficit may be under a 

cloud with the continuing shift to diversify both cur- 
rency and portfolio risk. In addition, the lack of suitable op- 
tions for directly hedging much of that risk may be causing 
some investors to exercise greater caution, encouraging a 
shift to currencies and markets carrying lower risks. 

Over the past four years, as ha e institutional investors 
began to invest aggressively offshore, they have poured an 
increasing volume of funds into US Government securities. 
In recent months, however, as the absolute size of their expo- 
sure has grown, they have begun to shift their attention, 
looking both for higher-yield securities and to reducing their 
a aarp ier The rise of the yen against the US dollar has re- 
sulted in significant capital losses on these investments, par- 
ticularly as the bulk of them are not hedged in any form. 

The latest figures of the Japan Security Dealers’ Associa- 
tion (ISDA) point to the changing trend. In 1984, US$9.26 
billion was invested in US paper, both bonds and stocks. The 
following year, it jumped to US$26.74 billion. In 1986, how- 
ever, the rate of increase slowed, reaching US$33.3 billion by 
the end of December. At the same time, the total investment 
in European securities more than doubled to US$20.7 bil- 
lion, with a rate of increase far higher than that for invest- 
ment in US securities. 

These ogi may not reflect the full shift under way, 
since they do not include the investments of overseas sabe 
sidiaries of Japanese institutions and the corporate sector. 
Over the past 18 months there has been a significant rise in 
the number of New York- and London-based subsidiaries, 
both of financial institutions and of manufacturers investing 
in a broad range of financial instruments, as they seek profits 
in any possible market. 

Part of the reason for the shift of funds into European 
securities is a result of the far lower currency shift of the yen 
against the Deutschemark or sterling, or other European 
currencies. The main reason, however, is the hunt for ever 
higher yields amid the sharp falls in interest rates in both 
Japan and the US. Consequently, Canadian paper and a 
broad bangs of European paper have become preferable to a 
number of institutional investors. 

Thanks to the sizeable liberalisation of Ministry of Fi- 
nance (MoF) guidelines in 1986, Japan’s life-insurance com- 
panies form the single group of investors with the biggest in- 
ternational exposure. Twice last year the MoF raised the con- 
trols on the size of the foreign assets of the life companies, 
from 10% of total assets previously to the new limit of 30%. 
Along with this, the life insurers themselves agreed to lift a 
long-standing self-imposed limitation restricting them to 
hold the rate of increase of offshore investments to the over- 
all rate of increase of each insurer’s total assets, thus enabling 
insurance firms greater flexibility in managing their 
portfolios than previously. 

“We will diversify our currency risk,” says Yoriyuki 
Nagao, deputy general manager of international planning at 
Nipon Life, Japan’s largest life-insurance group, “but US 
dollars will remain the major currency we invest in. Japan's 
life companies compete strongly on income yield, so our first 
priority is investment return. Of course we care about capital 
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“Moreover, diversification should accelerate in 1987. We 
envisage a doubling, and perhaps as much as a tripling, of Ja- 


i 

È return, but we rather prefer high investment return, so the | panese net foreign equity purchases, and another doubling of 
E, US and Canadian dollars are better than West German | overseas real-estate investment activity.” 

marks. The British pound and Australian dollar are unsta- 

N ble, with their currency risk. or the life insurers, the shift of funds into equities off- 
3 “Perhaps we will diversify slightly, but we will invest Fiore has been sure, but steady. According to data of 
b mostly in US dollars and Canadian dollars. Our assets are in- the JSDA total purchases of foreign stocks by Japanese 
$ creasing about 15% annually. About 30% of that increase | investors more than quadrupled to U $2.3 billion in 1986, 
i will be put into foreign securities. We have to invest in big | with US$1.57 billion of that flowing into US stocks. For the 
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markets, so the major part of that must be in US treasuries, 
which is the most liquid market.” Most of Japan’s top five 
life-insurance groups hold around 15% of total assets in 
foreign investments, either securities or loans. 

The attitude of Japan’s institutional investors to US 
Treasury auctions has become increasingly important in de- 
termining how US investors approach 
these tenders as well, and there have 
been some notable cases of US investors 
panicking with the indication that Japan- 
ese investors will not participate, and 
getting badly burned. 

Even so, a slight diversification of Ja- 
panese investors’ currency preference 
will have significant implications. 
“Using Japanese sources and official 
commentary,” investment bank Salo- 
mon Bros Inc. said in a recent study, 
“we estimate that Japanese private in- 
vestors added US$45-50 billion to their 
holdings of US bonds [treasuries, agen- 
cies and corporates] and US$20-25 bil- 
lion of Eurodollar bonds in 1986. 

“In 1987, we anticipate a slowing of 
roughly US$20 billion in private net pur- 
chases of dollar-denominated bonds, life- 
insurance companies will continue to in- 
crease the weight of non-dollar securities 
in their foreign portfolios, while acquisi- 
tions by other Japanese institutions — 
notably commercial and trust banks—will 
slow, asincentives to buy dollar bonds and 
fund through short-term dollar borrow- 
ings lessen. While Japanese institutions 
continue to concentrate their overseas in- 
vestments heavily in fixed-income assets, 
diversification into foreign equities and 
real estate began in earnest this past year. 
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LONG-TERM CAPITAL FLOWS 


Long-term capital 64,542 131,959 


Sources: Bank of Japan, Ministry of Finance. 





life-insurance companies, however, the flow of funds into 
stocks is complicated by the fact that they cannot access capi- 
tal gain in payments to policyholders, only direct income gain. 

This ruling may be changed over time, and already the 
MoF permits the use of capital gain to be included with in- 
come gain for some flexible term-insurance schemes intro- 
duced over the past two years. 

Life insurance companies form one 
of the few groups of institutions permit- 
ted to cover their foreign-exchange risk. 
Even so, they are reluctant to do so. 
“Life-insurance companies do not hedge 
their currency risk,” says Nagao. 

“We want to enjoy the interest-rate 
differential, we cannot hedge; if we d 
the performance of foreign securiti 
will be the same as domestic security in- 
vestments. 

“Ofcourse, there is the currency risk, 
and the large damage last financial year 
and this year as well. We feel the ex- 
change-rate risk will be offset by returns 
in the long run. Our investment strategy 
is very stable, and done with long hori- 
zons. At some time in the future, if the 
exchange rate for the yen is low, we will 
hedge our investments in order to get a 
higher investments in order to get a 
higher total return. Now, with exchange 
rates strong in yen, we have not hedged 
very much. Two or three years ago we 
didn’t feel the yen would increase so 
rapidly — exchange rates were stable, 
with a 5-6% interest-rate differential. 

“Now we are suffering from currency 
risk. In the long term it will be offset by 
the interest-rate gap. But we have few 
means to hedge — we can use forward 
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NET PURCHASES OF FOREIGN SECURITIES BY MARKET“ 
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Britain Others 
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“Mostly Eurodollar bonds. tincludes West Germany, France, Netherlands, Switzerland and italy. 
Source: Securities Dealers Association of Japan. 
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ou didn’t know that there's a better approach to asset 
management in Japan? There is. The Sanyo approach. It's a 
rigorous, quantitative strategy that uses the latest developments in 
financial technology. Nobody else in Japan has anything like it. 
Nobody. To find out more, give us a call. 
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contracts, but we cannot borrow funds and have that liability 
to hedge our foreign-currency-denominated assets. We are 
asking the MoF to permit foreign-currency denominated 
borrowings. Some time in the future we may be allowed to 
use currency futures or options. We are not allowed to 
= present. We can use asset swaps, but the market is not so 
arge. 

“Life insurance companies in general hedge 30-50% of 
the amount of overseas investments through futures,” said 
Hidefumi Kashiwada of the Life Insurance Association of 
Japan. “The reason they don’t cover 100% of the currency 
movement is that this would wipe out their profits. Since 
1981, when life companies first began investing overseas, 
at a the portion covered by risk hedging was very 
small.” 

Coming to grips with the precise foreign-currency expo- 
sure of Japan’s overseas investors is difficult, quite apart 
from being unable to quantify the size of their offshore in- 
vestments, since they are now much more aggressively trad- 
ing their foreign-bond portfolios. According to Bank of 
Japan statistics covering Japan’s long-term capital flows, 
total foreign-bond purchases and sales in calendar 1984 stood 
at US$85.91 billion, jumping to US$529. 19 billion the follow- 
ing year and reaching US$2.6 trillion in 1986. 

With the significant foreign-exchange exposure of all of 
Japan’s overseas investors, pressure is mounting for a change 
of the present restrictions covering accessing currency-risk 
markets, “Institutional investors’ aim is to generate yield, 
not to hedge,” according to Kazuo Shimizu, funding man- 
ager of Chase Manhattan’s Treasury Department in Tokyo. 
“Now the [hedging] volume is increasing, especially around 
the end of the fiscal year. Normally their aim is dividend 
yield, and around the March and September periods they 
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“Latest observation is November 1986, except for casualty insurance companies and Labour credit associations (October). 
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seek to mitigate their risk. Their investment philosophy is a 
little different to foreigners’. But Japanese investors cannot 
hedge directly through overseas futures markets, nor is the 

a domestic market for them to cover their exposure.” 

Shimizu continued: “Japan’s foreign investors still don’t 
think often of hedging their risk. In Japan hedging means 
creating a reverse position in the same market, which is dif- 
ferent to the US. In Japan, the market is not developed yet. 
We must cover through the same market, which is why it is so 
undeveloped.” 

With the considerable exposure of Japan’s business sector 
to currency risk, there has been a significant increase in lobby- 
ing for the establishment of full financial-futures markets in 
Japan. At present only one market 
exists, which is for bond futures. With 
the start-up of this market, it is expected 
that there will be a further expansion of 
such facilities in future, though at this 
Stage the authorities are moving very 
slowly. In late 1984, the Securities and 
Exchange Council, an advisory body to 
the MoF, called for the start-up of full fi- 
nancial-futures markets, though there 
has been no progress to date. 

Recently, the Federation of Bankers’ 
Associations of Japan called for full estab- 
lishment ofsuch markets in Japan. Its move 
is part of the overall lobbying now unde 
way within Japan about whether such a 
market would be a fully integrated mar- 
ket, and which groups would be approved 
for dealing. Specifically, the federation 
called for the start-up of currency futures 
markets, interest-rate futures markets and 
uniform regulatory and legal frameworks. 

“In recent years, in addition to expan- 
sion of export, import and other cur- 
rency-account transactions, Japan's 
holdings of foreign-currency assets and 
liabilities have grown very rapidly,” the 
federation said. “Concurrently, fluctua- 
tions in foreign-currency valuations have 
become more pronounced. We believe 
that providing an efficient means of hedg- 
ing foreign-currency risks has become 
very important. Therefore the establish- 
ment ofacurrency futures market tocom- 
plement existing forward foreign-ex- 
change contracts is essential.” Similar 
arguments apply to fuller interest-rate 
futures and comprehensive options mar- 
kets. — Brian Robins 
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International financial services? 
We talk your language. 


— We're talking Euro-yen capital market activities. And we're talking | 
in Japan. In fact, we're multilingual, capable of talking mar ft 

you speak, like Currency and interest swap trans 
fluent at making order-made financial plans for you 

These talents grow out of over $253 billion in assets, making | 
strongest funding base in Japan. We offer services that are 
ss 85 6 integrated and completely comprehensive. That's how we got t 
are. Not just by being friendly, but by talking your language 
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We have your interests at heart 


DAI-ICHI KANGYO BANK 








Head Office: 1-5, Uchisaiwaicho 1-chome, Chiyoda-ku, Tokyo 100, Japan Te 

(Network in Asia and Oceania | Branches in: Taipei, Seoul, Singapore, Hong Kong Representative Offices in 
Kuala Lumpur, Bangkok, Bombay, Beijing, Shanghai, Guangzhou, Dalia iney, Melbourne Subsidiaries in 
Singapore, Sydney Associated Companies in: Bangkok, Singapore, Kuala Lump akarta, £ € 
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When you invest in world markets, 


you need a financial expert big enough 
to seize the moment 


We didn’t become one of the largest investment firms in the 
world by playing follow the leader. Nomura Securities Co., Ltd. 
led the way. 

Today, our integrated global network is in operation virtually 
around the clock. The information we can offer and our 
analyses of the Japanese and other major financial markets 
are second to none. 

If you're looking for someone to advise you on new investment 
opportunities anywhere in the world, talk to the experts with the 
resources big enough to help you seize the moment. 

Nomura Securities. 32 overseas offices in 20 countries 
providing a full range of international financial services. 


The big name in the world of finance 


&NOMURA 


Nomura INTERMA TIONAL HONG Kono) Lp. 


Tel: (5) 201811-6 


THE NOMURA SECURITIES CO, LTD. 


1-9-1 Nihonbashi, Chuo-ku, Tokyo 103, Japan Tel: (03) 211-1811 











Also serving Asia and Australia in Singapore, Sydney, Bangkok, Kuala Lumpur, Beijing, Shanghai, Seoul, Melbourne and Jakarta. 











Make Daiwa 
the Keystone of Your Business. 


To succeed in today’s business world, it’s important to begin with a sound 
financial base. 

And that’s where Daiwa Bank can help. 

We're the only city bank in Japan to combine banking and trust businesses. 
Which means we can offer you a fully integrated range of services. General 
Banking. International Financing. Real Estate. Trust. And Pension Trust — where 
our share is No. 1 in Japan. 

What’s more, we're never very far when needed. Throughout Japan we're 
doing business out of more than 180 offices, with headquarters in Osaka and 
full activities in Tokyo. Internationally you'll find our branches and representative 
offices in key cities throughout the world. 

So if you're interested in building business, come to Daiwa Bank. 

It's a solid place to start. 


a fully integrated banking service 


a) DAIWA BANK 


Head Office: 21, Bingomachi 2-chome, Higashi-ku, Osaka 541, Japan 
International Banking Headquarters (Tokyo Office): 1-1, Otemachi 2-chome, Chiyoda-ku, Tokyo 100, Japar 
Overseas Branches & Agency: London, New York, Los Angeles, Frankfurt, Singapore & Hong Kong 
Overseas Representative Offices: Sydney, Sao Paulo, Houston, Paris, Panama, Bahrain, Mexico 
Vancouver, Jakarta, Seoul, Beijing, Chicago, Kuala Lumpur, Zurich & Shanghai 
Subsidiaries: Daiwa Bank Trust Company, New York; Daiwa Finance Ltd., Zurich; Daiwa Overseas Finance Ltd., Hong Kong 
Daiwa Bank (Capital Management) Ltd.. London 

Daiwa Finance Australia Ltd., Sydney; Daiwa Bank Canada, Toronto 

Affiliates: P.T. Bank Perdania, Jakarta; P.T. Daiwa Lippo Leasing Corp.. Jakarta 











5. The creative solution 
to financial needs. 
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~ At [TCB we're one of the world’s leading international banks 

E because we specialize in looking at business creatively. It took 

a imagination and experience to build a bank with vision. And now that 

is vision will work for you. 

3 If you need creative international financing, project financing, 
- guarantees, foreign exchange services including swap arrangements, 
D then call us. . 
E- It’s not just our job to solve your financial needs creatively, it’s 
ee why we're here. 
p 








We create financial futures. 


The Long-Term Credit Bank of Japan, Ltd. 


Head Office & International Banking Group: Otemachi, Tokyo, Japan Tel: 211-5111 Telex: J24308 London 
Branch: 18 King William Street, London EC4N 7BR, U.K. Tel: 623-9511 Telex: 885305 New York Branch: 
140 Broadway, New York, NY. 10005, U.S.A. Tel: (212) 248-2000 Telex: 425722 Los Angeles Agency: 444 South 
Flower Street, Suite 3700, Los Angeles, California 90071, U.S.A. Tel: (213) 629-5777 Hong Kong Branch: 45th Floor, 
Far East Finance Centre, 16 Harcourt Road, Hong Kong Tel: 5-285670 Telex: 76295 Singapore Branch: 65 Chulia 
Street, #32-01, OCBC Centre, Singapore 0104, Singapore Tel: 919633 Telex: 23813 

Frankfurt, Paris, Bahrain, Toronto, Chicago, Dallas, Mexico City, Panama, São Paulo, Rio de Janeiro, Beijing, 
Shanghai, Guangzhou, Bangkok, Kuala Lumpur, Jakarta, Sydney, Melbourne 

LTCB international Ltd. (London), Nippon European Bank S.A. (Bruxelles), LTCB (Schweiz) AG (Zurich), 
LTCB Trust Co. (New York), LTCB Asia Ltd. (Hong Kong), LTCB Merchant Bank (Singapore) Ltd. (Singapore), 
LTCB Australia Ltd. (Sydney) 



























London's financial hub: a lure for Tokyo. 





Tokyo is for corporate convertibles. 
stock prices have enabled Japanese compan) 
to issue bonds with coupons as low as [1.77 
which investors gobble up to get hold of U 
underlying shares. The 24% rise in Japane 
companies’ domestic fund-procurem 
1986 was mainly the result of a rush of C 
sues from the middle of last year. 

MoF officials are now taking steps to stoke up 
the domestic market for a variety of bonds. ‘Th 
entails shaking up the big securities houses a 
the Tokyo Stock Exchange (TSE) wh 
believed bonds are not for trading but hoar 
ing. Samurais, for instancë; have been trade 
on the TSE for only 30 minutes a day, from 
1:30-2 p.m. This is to be extended from 1-3.p 

The Samurai market in particular wen 
sour after Japanese institutional i 
balked at the prosper ofeartly redempti 
| by sovereign issues hit hard by having to mak 

higher and higher local-currency payouts 































MARKETS/CAPITAL ISSUES | 
| the majors from 
a huge cash pool 


O ne question makes nonsense of Tokyo as a financial cen- 





tre of the calibre of New York or London: when Tokyo’s 
capital markets are so big, why do Japanese corpora- 

tions go to foreign markets for more than half their funding? 
_A Daiwa Securities report says that in 1986 Japanese com- 
panies raised ¥4.12 trillion (US$27.2. billion) abroad, up 
mae the 1985 figure, and ¥3.97 trillion at home, up 24%. 
ys 

300: warrant 





| the country’s biggest companies, goes to London to woo 
-| European investors with a ¥50 billion Euroyen issue, as NTT 
did Jast year, surely something is amiss. Even Nomura. Secu- 

` tities, Japan’s biggest brokerage, has a history of going over- 
eas for its money, such as ‘a US$100 million warrant bond it 
listed on the Luxembourg and Singapore stock exchanges in 





1983... o 
The answer, 
markets, particularly for corporate bond (CB) issues, are so 
red-tape-tied that most Japanese companies do not want to 
have anything to do with them. By contrast, there is no 
queueing to issue Euroyen bonds, which often require no col- 
lateral and can easily be swapped into other currencies. 
Japan's Ministry of Finance (MoF) seems finally to have 
realised that if it does not let domestic markets live their own 
lives, the Euromarkets for yen transactions by non-residents 
as well as Japanese companies (including the subsidiaries) 
may hold Tokyo permanently in their shadow. The recent 
moves by even some foreign governments to ignore Tokyo 
and raise yen in London appear to have been the last straw 
for the MoF. te 
Japan's market for domestic corporate bonds, and bonds 
issued either in foreign currencies or yen (Shogun or 
Samurai) in Japan by non-residents, are stagnating. Samurai 
issues almost matched the explosive growth in Euroyen 
bonds in 1985, but last year nearly ¥2.5 trillion in Euroyen is- 
sues compared with just ¥500 billion in Samurais. 
The only really active non-government: bond market in 








match the bonds’ yen coupons. 

Securities houses which had lead-managed the iss 
suggested to issuers that early redemp ions would fall 
Japanese “customs” (while freely exercising earty-1 
tion clauses in their own Euro-issues). The result of this tus 
sle has been that several foreign borrowers have practic 
written off Tokyo as a fair funder. 

In a bid to revive the Samurai market and boost the sti 
young market for Shoguns, the MoF has told Japanese cr 
and long-term credit banks, which examine the financial 
sition of issuers and take months doing so, to speed up the 
act. There will now be no scrutiny of foreign firms witha dou 













for instance, have Japanese companies issued over 
bonds in London, yet only a handful in Tokyo?” 
-And when Nippon Telegraph and Telephone (NTT), one of 






of course, is that Japan’s domestic capital” 


ble-A credit rating or firms with a single-A and net assets if 
minimum of US$1.5 billion. Also, the period between regis 
tration of the issuer and issuance of the bonds will be short 
ened from four weeks to two. And to give a fillip to privat 
placements, the ratio of permitted private placements t 
public offerings will be raised. 

The MoF is counting on a spin-off effect from 
on the market for domestic corporate bonds in 
many corporate issuers in the Euromarkets: 
money at home. Domestic corporate bond | 
¥1.5 trillion in 1975 to just ¥875 billion in 1985. 

Typically, the whole issue of reviving the bond markets i 
the subject of a fight between two opposing Japanes interes 







































































groups: banks and secutit s houses. Banks do not wa 





pendence on loan finance and push them further into sec- 
_ uritising their debt. 
Banks do a reasonable fee business acting as fiscal agents 
or “commissioned banks,”: which requires rating prospective 
issuers and assessing their collateral. If foreign rating stand- 
ards are accepted and the collateral requirements dropped in 
favour of unsecured bonds, the banks stand to lose this busi- 
hess. As compensation, they want to be able to arrange cor- 
porate issues for customers, which now is the preserve of the 
Securities companies. ; 
The MoF has now set in train a series of liberalisation 
_Measures for domestic straight bonds. The final and grandest 
of these, to be implemented possibly as early as 1988, is a 
helf-registration’ system which, as introduced in the US in 
982, would allow companies to register for bond issues in 
advance of going to the market, and then to issue only when 
market conditions are best. 
io. Securities companies could then buy up whole issues at an 
greed price, which would mean the birth of the Wall Street 



























vant to | 
See any market changes which could reduce their clients’ de- 





Cun À 

take a year or two. i 
Meanwhile, smaller changes. start this year. To issue un- 
secured bonds, the minimum net assets required of Japanese 
firms will be reduced from ¥1 10 billion to 3455 billion. Com- 
panies falling. short of this mark can still qualify if they have 
net assets of ¥110 billion and meet other criteria. The mini- 
mum net asset level needed to issue CBs will be reduced from 
¥33 billion to ¥20 billion: The number of companies permit- 
ted to issue straight unsecured bonds will be raised from 70to 
around 170, and for CBs, from 180 to around 360.” 

MoF officials say they next want to allow city and regional 
banks to issue convertible bonds as one way to improve their 
capital ratios. Resisting this idea are long-term credit banks 
~~ how the only ones allowed to issue debentures — which 
argue that it infringes on their turf. Long-term banks fear 
that if the city banks have access to long-term cheap bond fi- 
nance, there will be more competition in the provision of 
matching loans. Negotiations among the banks-and with the 
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MoF on the debenture issué are expected to take at least a 
year. j © — Bruce Roscoe 
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The seas of international finance can get quite stormy. 
That's why you need an experienced navigator to 
determine the proper course for your financing and 
investments. With over 100 years of experience, 

46 overseas offices, more than 1100 correspondent 
banks, and total assets of US$114 billion, Tokai Bank 
is ina position to take command. 

We don’t rely on dead reckoning. As one of J apan’s 


Subsidiary: Tokai Asia Limited 


Navigate in the Rough Waters of 
International Financing, Rely on Tokai Bank 


Head Office: 21-24, Nishiki 3-chome, Naka-ku, Nagoya, Japan Tel. 052-211-1111 Telex! 59612 

international Banking Group: 6-1, Otemachi; 2-chome, Chiyoda-ku, Tokyo, Japan Teh 03-242-2111 Telex: 429234 ed 4 

Tekai’s Network in Asia: Singapore Branch: 24 Raffles Place # 22-0 io 22-06 Clifford Centre, Singapore 0104, Singapore Tel, 5958222 Telex: 21648 
Hong Kong Branch: 1801-08 Alexandra House, 16-20 Chater Road, Central, Hong Kong Tef: 05-2658867 Telex: 85804 © 
Seoul Branch: 17th Floor, Kyobo Building t; 1-Gia Chongro, Chongro-ku, Seoul, Republic of Korea Tel 02:739°9810 Telex: P5716 
Representative Offices: Manila: Bangkok, Kuala Lumpur, Jakarta, Beijing, Shanghai, Guangzhou “oe 











leading banks, our global information network . 
provides a diverse range of accurate, up-to-the-minute 
banking services, innovative financial techniques, 

and an expert knowledge of the Japanese market. 

To make sure you steer the right course.in international 


financing, come an i R 
cog Toka! BANK f 












aboard with 
Tokai Bank.. 
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half envious and half censorious and, at a guess, 


2 


true 






kets are never definitive, nor can 





_edsentiment, 





`g apán’s kabuya or stockbrokers have not been anenvied’ |. about the Tokyo market than, say, 
lot. Their world was too dark, too beset with fi i 
WD skulduggery. Relatives would not: talk about the 
nephew who joined a securities firm. In fact no graduates of |. sellersin Tokyo. 
‘the best universities, and poang no graduates at all, would.) 
-| have wanted to become a abuya until quite recently. t 
| Now all that has changed. Not, only are. Japanese 
stockbrokers hiring some of the brightest graduates from the © 
best schools, they are skimming the cream from star elec- 
tronics and other manufacturing companies. More and more: 
securities salesmen and analysts are industry defectors. < -7 
And housewives are dusting off the personal computers 
sir husbands bought a couple of years ago but never got _ 
round to using. They have become “home traders,” placing. | 
their buy and sell orders on the screen for electronic execu 
tion. It is a service the big firms have started for those who: 
may be a little nervous about callinga broker, 

It seems almost everyone in Japan is into stocks, and for | 
ood reason: though nobody can know how long the bull will 
ceep running, the Tokyo market has led the world bull mar- 

ket in equities which has stampeded since 1982. However, 

` measured against the prices paid for shares in big British and 
US companies, Tokyo prices seem.outrageous. An average | 

l porun ratio of 67 for the.225:stoeks.in. the Nikkei.. 

tock Average compares with an average p/e of 15 forthe 30 
Dow Jones industrials. 























































as a Kleinwort Benson p= pa a 
analyst has noted, Japanese’ BY INVESTOR (TSE) 
investors will probably rë- r RREI Cai 
gard their shares as over- | : Year end September (%) 
priced only when they begin: g- ) 
to balk at paying US$100 for 
whisky-flavoured water at 
Ginza nightclubs. 

spe Too many adjectives are 

-assigned to the Tokyo stock- 
market. It is speculative and 
crooked, artificial and dis- 
honest. It tells lies about the 
true worth of companies. It is 
a den inhabited by gang- 
sters who orchestrate the 
ramping of shares on behalf 
of politicians who need 
money to wine and dine 
voters. 

It is driven by rumour 
roulette and represents 
casino capitalism at its 
best or worst, depending on 
your position, long or short. 
It is a little like a Saudi 
prince. And when most peo- 
ple think of Saudi princes, 
as historian David Howarth 
put it, they “think at 
once of stories of ludi- 
crous extravagance — stories... 
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AR EKETE EOARINKHO REVAL a G A 


Usually the only point of agreement in discussion of 
market is that no single body of information. and analysis 
satisfactorily explains why it moves as it does, why 


place for as itis, and why those broking and playing it see no limi 
i its growth. Explanations of the performance of financia 
retrospective and take little account of the driving force ca 


co: Still, probably a lot less is known — or guessed right 


the whole of 


1977 figure of 
shares compares W 


veloping the market 
quarters, it gets a lot ort! 
right. Ac glance 
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rate assets. 


sets. The 


:cators of Japan’s economic health. 


an ignore stable companies with little 
dynamism,” says Peter Tasker, man- 
ger of research at Kleinwort Benson’s 
Tokyo branch. Tasker, among others, 
takes the view that it is a liquidity-driven 
market. This is regarded as unhealthy in 
the long term because liquidity by its na- 
re is not in one place forever. 
Analysts, therefore, busily draw up 
Scenarios to anticipate forces which 
could make the money vanish — a 
major political shock, for example. 
Such a shock would need to outweigh 
e Latin American debt crisis, which 
the Tokyo market has taken in its stride, 
as Wall Street has brushed off the 
Boesky insider-trading scandal, Or an 
upturn in interest rates, perhaps. That 
vould be politically untenable in 
Washington after Japanese rates have 
been forced down by the US in order 
to get Japan to prime domestic de- 
mand rather than forever boost ex- 








It correctly revalued Japan’s financial sector just as Japan- 
ese banks grew to be the biggest in the world in terms of as- 
same could be said of high-technology stocks in 
1982-83. It also moves in uncanny precision with interest 
rates, the value of the yen against the world’s major curren- 
cies and also with the price of oil — the most important indi- 


“There is a rationale to what the market is doing, though it 


a range of overse 


look at the world economy and Japan’s place init, and corpo- | ring, and it seems 


market. 





























The TSE: elusive link. 
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Also, the market may be strong because J apan’s financial 
regulators want it strong. Certainly, the Ministry of Finance 
(MoF) has made no attempt to counter comments that it has 
been reluctant to cool 
selling or preparing to sell off state corporations such as 
NTT, Japan Tobacco Inc. and Japan Air Lines (JAL), not to 
mention the probable flotation of six private railway com- 
panies. Now that the schedule for the release of more NTT 


the market when it is in the midst of 


and JAL shares has been set, the gov- 
ernment has a vested interest in main- 
taining high stock prices. 

The market is easy for the authorities 
to prop up, and the history of political 
and bureaucratic “guidance” — if not 
manipulation — is long. It was briefly 
controlled by a prime minister, Hayato 
Ikeda, who in the early 1960s told the fi- 
nancial community that the TSE index 
(now the Nikkei Stock Average; the ex- 
change has since introduced a weighted, 
all-share index), should not be allowed 
to slump below 1,200. Veteran Japai 
ese brokers recall how they obeyeu 
Ikeda by buying shares indiscriminately 
in the old TSE index just to raise it. 

High stock prices thus were equated 
with national prowess. They are still 
taken as a sign of virility, though, ironi- 
cally, the current bull market in good 
part is feeding off the carcass of indus- 
trial decline. Among the major players 
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| vidual and corporate investors began 











most T! E shares. Money which in, on 
mal times would build new factories is 
g money. 
“Protection of high prices was in- 
stitutionalised. in the 1960s. when indi- 


withdrawing in large number from in- 
vestment trusts. It was a time of tight 
money. To arrest a slide in prices, banks 
and securities houses specially formed a 
company in 1964 to buy the shares that . 
were being sold off. This company, the 
Japan Joint Securities Corp., was’ 
funded by the Bank of Japan. 
The following year, a similar animal 
_Yaised its. hoof in the form of the Ja- 
pan Securities Holding Association, 
and was also charged with rapid-fire 
purchases of shares to prevent prices 


ket now represent a fourth major i 

stitutional investing force. 
The world of tokkin accounts is dark 
and anonymous. The orders show w 
having been placed by one or other t 
bank and it is impossible to know w 
the real investors z bis widely held 
that such account illegally manag) 
on a discretional bas sis by brokers a 




















point of MoF a 
tion. ae 

Tøkkin account funds ball 
from. 1984, when life and casualt 
ance companies were allowed to oper: 
them. Rough industry estimates put t 
tokkin total at about ¥12 trillion at O 
cember. 1986. Investment trusts 
mutual funds grew 61% to ¥32 tril 
in calendar 1986. 







































collapsing. Intervention went as far 
as the extension of emergency loans to major stockbrok- 
“Ts. 
SV At present, there is a strong technical reason why the mar- 
“ket keeps rising, as noted in a study by Brian Waterhouse, an 
analyst with James Capel in Tokyo. Securities companies get 
more than 70% of their revenue from commissions.on buy 
and sell orders, the rest from underwriting. 
Around 30% of this commission income is derived from 
margin transactions, so itis in the interest of the securities 
companies to encourage clients to open margin accounts, 
from which they also secure interest income on loans. ex- 
tended to the account. Margin trading stimulates turnover, 
further fattening the securities houses’ commissions, which 





are fixed by the TSE. And margin purchases nearly. always 


outnumber short sales, often by as high a ratio as 10:1. 

This system, Waterhouse says, has a “net upward effect 
on Japanese share prices.” It draws samperi as. evel as sihi- 
vestors tò the market, as com- i 
panies watching their share prices 
jump are tempted to issue new 
shares as a cheap way of raising 
money. Thus the securities com- 
panies, Waterhouse says, havea 
“normally continuous and self- 
generating source of business.” 

The TSE and the MoF are sup- 

osed to be able to cool the mar- 

et by adjusting the margin collat- 
eral rate. This is now at 70%, 
which means that an investor must 
have 70% of the value of ‘shares 
bought on- margin available in 
shares already purchased with 
cash. So high is liquidity at 
present that higher collateral 78 '79 "80 "Bt. 182 
rates have not in themselves been 
sufficient to dampen trading. In 
late February, all eight Japan- 
ese exchanges raised the rate | 
from 50% to 70%, which the mar- ~ 
ket ignored in its giddy upward 
course. 

Trading on the TSE is frenzied in the quietest sessions. 
Big institutional investors move in. and out of companies 
trading blocks of millions and at times hundreds of millions of 
shares. Turnover in Nippon Steel for January was a whisker 
away from 4 billion shares. Customarily, there have been 
three major institutional players in the Tokyo market: life-in- 
surance companies, tokkin, or special 
managed by trust banks on behalf < 
and investment trusts managed by se 












‘ing quickly, but not at the pace of institutional holdin 


- of Japanese financial institutions, whose share has g 
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momma Stockmarket capitalisation" a 
mms Stock exchange trading value’” Ow 


“Figures are only for shares trádetton the First and Second sections of the 
exchange. Also, March figure is at 17 March. 


“Trading value applies to shares on First and Second sections of the exchange. 






holdings in many Japanese companies that majorshare 








Individual ownership of stack 









fiscal year ended 3 March 1986, the number of Japanese ind 
vidualsowning shares rose 3. 1% to20:04 million, or about of 
in every six Japanese. The number of shares held by individ 
als jumped by 100 million to 68 billion. 

As. ratio of total share ownership, individuals slit 
of a percentage point to 25.4%. The dominant str 
change in Japanese share ownership is the increasing w 
















from around 10% in 1949 to just over 40% today, interms 
number of shares. Foreign individuals and institutions a 
count for 6%. 

Is the market rigged? Some foreign analysts who han 
: ent several years in Tokyo are beginning to take the 
that the market is too big to be manipulated on a scale that 
would affect its overall performanc 
























Yamaichi can, over sh 
periods, move the market up ¢ 
down at will, 

Without question, there is a 
fringe of grey operators W ho ra 
certain share prices. “Politi 
stocks stick out like goldfish ima 
clear pond about six months be. 
fore every general election. Th 
is.also much-reported fraud, | 




























ern Boesky s 
is not seen in Tokyo, simply 
cause Japanese corpo 
like scores of big US compar 
have not been forced to restr 
in the hostile mierger-an 
quisition mill which has mad 
many Wall Street arbitrag 
cialists and corporate raiders rt 
In any event, such are the 
plicated corporate and bank cross 
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Source: Tokyo Stock Exchange. | 





REVIEWGHAPH by Andy Tang and Ivan KWONG 


ers could not be counted on to side with raiders. Sharehol 
who might attend the general meeting of a Japanese com 
are often prevented from asking even routine questions 
management by a breed of thug called sokaiva regular) 
for the occasion. 

Brokers are often accused of giving advance informatio: 
on company results or high-flying new issues to. select grou 
of favourite clients. 





































number of rich Japanese individuals 
are preparing to make the market a 
success. 
_ Although Osaka, with a market 
capitalisation of ¥250 trillion 
(US$1.6 trillion), is bigger than the 
London Stock Exchange, it lives 
much of its life in Tokyo's shadow. 
But the OSE offers investors a 
number of advantages over Tokyo, 
ch as opening 10 minutes before 
okyo for trades in 140 stocks listed 
on both exchanges. The new futures 
mtract, dubbed Osaka Futures 50, 
lladd to Osaka’s attractions. 
A survey of 463 Japanese com- 
nies and financial institutions by 
thon Keizai Shimbun, the financial 
ily, showed that 94% were “in- 
rested” in stock futures, and 72% 
they would trade the new con- 
cts. Interestingly, 42% said they 
nted to arbitrage between the price 
the futures contracts and the price’ 
the underlying 50 stocks. Wall 


s 


of 


opular among Ja- 
panese investors, 





reet’s fascination with programme trading (computer-acti- trading in these, thoug 

‘ated dealing) has not been lost on Japan, it would: 

Japanese investors have not dabbled in stock futures on | the contracts. But. tradi 

ome exchanges since World War II. The Allied occupation | has been thin and consequently speculative. 

anned futures trading and instead instituted a system of If Simex does survive 
rgin transactions. Margin trading has proved extremely 


ieir positions (or unwind their programmes) before 


The 50 stocks in the package have been selected as repre- 
sentative .of the national market. Only three (Osaka Gas, 
Kinki Nippon Railway and Toyo Soda), are currently listed 
on the OSE as their main market. l 

Many of the 50 have been actively traded in the run-up to 
the launching, and some, such as Osaka Gas and A jinomoto, 
have recorded sizeable gains. This suggests that financial in- 
stitutions have been accumulating a large volume of most and 





i : : possibly all of the stocks for later hedging of their futures con- 
: = new moo tracts. A liquid market seems assured. ` 


Because only 50 stocks underlie a single contract, pro- 
gramme trades should be possible, accor ing to'a study by 


g in stock futures was scheduled to begin on the | Kleinwort Benson analyst Mark Pearson. A computer can be 


m radin 
T Osaka Securities Exchange (OSE) — the world’s third- programmed to sell a contract when it rises above a set pre- 
biggest stockmarket after Tokyo and New York -— on 6 


April. Japanese institutional investors and probably a good | individual shares. Similarly, when the stocks rise above a pre- 


mium to the market, then buy up the equivalent number of 



























mium to the contract, they can be sold 
RULES OF THE GAME Sea and the ‘contract pur- 
chased. 
Osaka programme trades would. 
have a higher chance of success than. 
those executed on the Standard at 
Poors 500 futures contract, which, a. 
cording to Pearson, often fail because 
dealing is required in nearly 500 indi- 
vidual stocks. Once trading begins, 
` the 50 Osaka stocks could move with 
more volatility than before if invest- 
ors — as they are likely to — attempt 
arbitrage between the cash and fu- 
tures markers. 
It seems certain that the new 
Osaka market will take some of the 
wind from the already limp sales of 
the futures contracts based on the 
Nikkei index, which were introduced 
last September by the Singapore In- 
ternational Monetary “Exchange 
(Simex). 
Japanese investors have been bar- 
red by the Ministry of Finance from 
h the overseas subsidiaries of Japanese 
appear. companies or financial institutions have been able to trade 
ng in Nikkei index futures on Simex 








: REVIEWTABLES by Rinky Hut 


the onslaught of Osaka’s stock fus 
ete with an-almost identical futures 
contract, also based 
on the Nikkei 225- 


tures, it must next comp 











‘though even the 
gamest of the 











stock ‘index which © 








ramblers tend to 









Asahi Chemicalind. 


Osaka’ is planning- 
to launch late 








steer clear of sell- 
ing short on mar- 









next year. Next 












gin. In markets ris- 


Dai-Nippon Printing 






will come an index- 
: futures contract 






“Mitsubishi Estate 





ing as rapidly as 










based on the Tokyo 





‘Tokyo and Osaka, 







short. 
‘Osaka stock fu- 












only the silly sell | Denki Kagaku Kogyo 


Stock Exchange 
(TSE) all-stock 
‘index, for which 















f Hitachi Ltd 
ures are not index wale 














“the TSE is now 


Mitsukoshi 








futures, which are 











writing’ specifica- 
tions. By 1990, the 











illegal in Japan be- 
Cause of ‘the re- 





| Kanegatuchi Chemicatind. 


TSE ‘is :hoping to 








quirement. that a” 









‘begin “an -options 
market, first for 











roduct back all 
‘curities.. At the 











Nippon Sheet Glass put and call options 











‘expiration of the 
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In the first nine weeks of 
1987, we managed 57 deals 
totalling $8.6 billion in the 
public and private markets 
for our clients. 

Which explains why, since 
the beginning of the year, 
we've ranked first in financ- 
ing industrial companies. 


‘Member Site. 208 Drevet Aurea kenber bieotponget 
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Inthe high yield bond area, 
we continue to rank first with 
a65% share of the market. 

But we've also raised 
through public offerings $1.8 
billion of common stock, 
making us the second largest 
underwriter in that area. 

We even set a firm record 
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by raising $3.5 billion of stock, the 10.000 peop! 
convertible debt and debt for at Drexel Burnhan 
industrial companies. In just who continue to open up e 
one week. capital markets to grow 
Of course, none of this companies. 
could have been accomplished In other words, theyre 
without our commitment to just doing business as 
the needs of American busi- 
ness. Or without the help of 
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Market-surveillance Screens: more steps towards maturity. 











Small beginnings 
with promise of 
Steady growth 


apan’s three small over-the-counter (OTC) stock- 
markets in Tokyo, Nagoya and Osaka — revamped in 
P late 1983 in an attempt to provide a home for fast-grow- 
ng but capital-starved small businesses — have yet to reach 
he point where one year’s trading volume equals an average 
jay’s turnover on the Tokyo Stock Exchange (TSE). 
Despite this, Hisao Igusa, general affairs director at the 
Japan Securities Dealers Association (the JSDA, which 
oversees the market), claims that the plan to create a lively 
and active OTC market is on track. 
Thirty companies will enter the OTC market this year, 
Igusa predicts, compared with 22 last year and a total of 47 
sted since market-entry rules were changed three-and-a- 
alf years ago. More important, perhaps, as a gauge of pro- 
gress, is the increased scope for raising capital via the OTC 
iarket and the greater trading flexibility which has resulted 
from a gradual liberalisation of ground rules. 
Public share issues by OTC-listed companies were al- 
lowed for the first time in late 1985, and 



























aod 


this greatly increased the market’s usefulness to investors. 

Margin and futures trading have yet to be permitted on 
the OTC, though both are allowed on the US’ NASDAQ 
(National Association of Securities Dealers Automatic Quo- 
tation System), which was originally taken as a model for th 
Japanese OTC market. Igusa says this has made for an ex- 
tremely thin market and for a much wider spread between 
prices quoted by different market participants — 30% in the 
case of some stocks -— than in the case of NASDAO. But 
price differentials were even wider before July 1985, when 
the JSDA introduced an automated share-price quotation 
system using TV monitoring screens. 

In the market's early days, “trading” in OTC shares took 
the form of telephone contacts between the handful of securi- 
ties companies that held OTC stocks, with prices varying 
widely from one company to another. Trading in “managed 
stocks” (stocks of comparfies that have been downgraded 
from regular stock exchanges as a result of bankruptcy) pro- 
vided the bulk of OTC transactions until the end of 1982, but 
in the past three years, though managed shares continue to 
be traded, their importance has been steadily receding. 

The ¥270 million (US$1.78 million) worth of shares 
which changed hands on the OTC market during 1986 in- 
cluded 203 million shares of newly quoted stocks and only 65 
million “managed” stocks. In 1982, the last year before the 
OTC market was reformed and liberalised, trading in man- 
aged stocks accounted for 36 million out of a total of 68 mil- 
lion shares traded. 

A final pointer to the OTC’s progress is the number of 
companies that have been able to use the market as a step- 
ping stone towards listing on the TSE. A total of 16 com- 











have numbered three to date. In De- 
cember 1986, private investors got their 
first chance to invest in OTC shares 
through a mutual fund, when Nomura 
Securities launched its Emerging Com- 
panies Select Fund based on smaller 









OTC itself. The launching of the Nom- 
ura fund followed a Ministry of Finance 
(MoF) ruling in July which allowed in- 
vestment trusts to` hold OTC shares. in 
their portfolios) . 
_ The OTC market’s next big step to- 
wards maturity will take place in the au- 
umn of this year, when the MoF allows 
uoted companies to isstie convertible 
bonds. Another forward move was the 











iteral instr beginning of 
1986. Since collateral is required for al- 
most all types of bank loans in Japan, 







































| Super-chip development: technology craze. 


panies has moved uP to the TSE since 
the end of 1983, including eight during 
1986 and two during the first two 
months of 1987. 

Among the most successful 
graduates, Igusa lists Takara, a toy 
manufacturer which entered the OTC 
market in November 1984 and obtained 
its TSE listing in February 1986, 
Mabuchi Motor (a maker of micro- 
motors for computers), and Takakyu, a 
men’s clothing manufacturer. 

The resilience of the OTC market is 
underscored by the way the types of 
small companies seeking listings have 
changed since the market was originally 
reorganised as part of a plan to foster 
venture capital in Japan. When the 
“new” OTC openediits doors at the end 
of 1983, it was expected that the major- 
ity of new entrants would be small high- 
technology manufacturing companies, 

























perhaps with only afew years of operat- 
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‘the ‘Wardley.: Japan’ Trust in 
September 1979; you would have 
seen your money grow in value. to p 
US$93,500!! : 








relative performance 


Tokyo office. i na a) ne an How you can invest? 
The Wardley Japan Trust cs A a All you: need to do is ‘to fil 
has achieved its success’ in the attached coupon to. receive 
through a flexible approach’ am explanatory memorandum 
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xperience but with prospects af ach 
: back of Japan’s shift towards an “information society.” > 
The craze for hi-tech electronics stocks boosted the share 
rices of companies such as Sanko Co, (a maker of VTR 
omponents based in Nagano prefecture) and Hamamatsu 
*hotonics far above initially calculated values when they en- 
ered the OTC market in 1984; but these and other electro- 
high-flyers have since stumbled badly (Sanko’s stock, 
rich stood at ¥5,000 shortly after its listing, is now trading 
around ¥800), In their place, services-sector companies 
d real-estate developers have come to dominate the list of 
TC entrants. 
‘The 1986 class of OTC entrants included a chain of ham- 
rger outlets, a coffee-shop chain, a mansion-leasing com- 
yand a juku (a specialised coaching establishment for stu- 
$ preparing for university and high-school entrance 
aminations). Services-sector companies. accounted. for 
ght of the year’s 22 listings, with another six falling into a 
iscellaneous category which included property companies. 
Manufacturing companies made up the remaining eight en- 




















































ies, with the hi-tech sector represented by Norita Kogaku, a 
seen specialising in lense-polishing technology for pro- 
An “ugly duckling” entry to the OTC market due for list- 
g at the end of March was Toa Domestic Airways (TDA), 
third-largest airline in Japan, and by any normal criteria, 
r larger than the type of company the market was originally 
ned to serve. 
"DA's patchy business performance has so far prevented 
‘om meeting the requirements for a TSE listing, but the 
mpany qualified for OTC entry after the JSDA revised a 
ling on the ratio of a company’s shares which is required to 
sffered on the exchange. 
TDA’s OTC listing will enable it to raise capital through a 
c-share offering some time in the future (possibly in 
88). Previously, as an unquoted company, TDA was de- 
ndent on-bank loans for the financing of its aircraft-pur- 
asing programme. 
Unlike. the Nikkei-Dow index of the main TSE, which 
omed past its August 1986 peak early in 1987 after retreat- 
g in the late summer and autumn, the Nikkei Average for 
OTC market was still below its July 1986 peak in mid- 
March, though climbing steadily back towards that level. 

_ By way of explanation for this, the JSDA argues that the 
indices are calculated in ways which make direct com- 
on impossible. A feature of the OTC index is that the list 
companies on which itis based changes from year to year, 
ile the composition of the Nikkei-Dow is constant. 

ee! — Charles Smith 


Tokyo takes its 


rightful place 
in the top slot 


fter three years of phenomenal growth in volume, 
A Tokyo’s foreign-exchange market has taken its right- 
ful place alongside New York and London as a third 
international centre for trading currencies. Moreover, Japan 
clearly emerged as the premier regional market in Asia, 
overshadowing Singapore, Hongkong and Sydney. “Tokyo 
is the pinwheel that every market in Asia revolves around,” 
comments one broker. Whereas Tokyo trading volume has 
traditionally. been dominated by commercial business, the 
professional trades among banks in the market are beginning 
to hold sway, as is the case: in New York and London. 

It is also clear that foreign exchange and other treasur 
operations have become the fastest-growing — and in som- 
cases the only — profit centre for banks in Tokyo, both 
foreign and Japanese. Virtually all the foreign-exchange pro- 
ducts found in New York and London are being offered in 
Tokyo. And for the first time, what used: to be a modest 
9a.m. to 3:30 p.m. (with time off for lunch) marketis literally 














Swaps set the 
pace fora 
new-issue boom 


fer the freeing-up of the Euroyen market in late 1985, 
A there has been an explosion of new-issue activity, re- 
sulting in the yen becoming the second most popular 
issuing currency after the US dollar and eclipsing both the 
Swiss franc and the Deutschemark. This progress has hinged 
on the rapid development of the swap market, since the basic. 
number of international. borrowers. wanting to raise yen 
funds is extremely limited. 

Lining up the relevant Japanese investors, both institu- 
tional and banks, to participate in swap transactions integral 
to the Euroyen issues has. been pivotal to the successful 
launching. of the Euroyen market. “Of these Euroyen bor- 
rowings, 95% of the issuers of Euroyen bonds are not yen 
takers,” one Japanese broker said. “They are swapped into 
US dollars. In the world, yen borrowers are very scarce, usu- 
ally only sovereign borrowers or supranational borrowers. 

“Rather, the true borrowers of Euroyen issues are Japan- 
ese institutions. The real borrowers are the trust banks or city 
banks. For the city banks, it-is a way around Ministry of Fi- 
nance [MoF] guidelines, getting access: to fixed-rate yen 
funding. Only the long-term credit banks, the Bank of Tokyo 
and some government institutions are allowed to issue yen 
debentures. By going inte the swap market, itis. a kind of way 
around the rules, to access fixed-rate yen funding.” 

One senior. official with the MoF added: “Yes, the deals 
are swap-driven and the ultimate borrower is basically Ja- 
panese, but it stilt helps with the internationalisation of the 

en.” i i 

Much of the increased activity in the Euroyen market 

was due not only to the swap element but was also. driven 






















apanese banks, such as Dai Ic 
Ate ded one extra shift to keep tra 
| late into the evening. 
| The US-based Citibank, which will soc 
“zin Tokyo, in March added a thirds 

to 8 a.m: “We get a lot of calls fron 
: says a Citibank official about thi 
‘Tokyo also has decided: to. man 








of forex trading in Tokyo had 
s behind the US$90 bil- 





` period)... Measured in terms of trades done through the 
foreign-exchange brokers, daily trading in. 1986 topped 
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Shinjuku: a rapidly growing book. 


by the particular needs of Japanese investors. An extraordin- 
ary array of novel paper hit the Euroyen market in 1986 — 
heaven-and-hell bonds, bull-and-bear bonds, deferred- 
soupon and other synthetic products — all of which were de- 
iigned to meet specific investment needs of Japanese invest- 
“Tors, basically life-insurance groups and the trust banks. Yet 
after the rush of increasingly complex placements last year, 
there has been a dearth of such activity in recent months. 
“Window guidance by the MoF, that’s the reason,” said 
one foreign participant in the swap market in Tokyo. “Basi- 
cally it is concerned about the lack of liquidity of these pro- 
ducts.” i 
“ï think you can judge by the sudden disappearance of 
such issues that some directive was given,” said a representa- 
tive of one of the Japanese life-insurance companies, “The 
MoF indicated that structured-bonds activity needed to be 
cooled,” said another. 
A main part of the reason for the slowdown in Evroyen of- 
| ferings in the latter part of 1986 was also due to both currency 
| and interest-rate instability, which made it difficult for bor- 
- rowers and brokers to the proposed transactions to have a 
clear idea of competitive pricing and market conditions for 
new issues. Now that both sets of rates have stabilised, there 
could be a revival of borrower interest. 
“There has been a healthy development in Euroyen rais- 
| ings — issues are not being swapped,” said Ron Tannen- 
| baum, vice-pre: in Tokyo. 

















ident of Salomon Bros Asia Ltd i 
«A series of deals in February were fairly priced and the end- 
ers needed the yen, and there have been no ff-market: 






tities and real estate. Direct investment by compat 









US$10 billion, or double that of the previous year. In. 197 
daily volume was only US$394 million. 
Why has there been a sudden surge in business? In ad 
tion to flows of capital from Japan’s merchandise trade, 
panese investors have become active buyers of foreign 


















seas jumped as the yen appreciated. Internationa 
market transactions, such as currency swaps, have incr 
in size and frequency. But perhaps the biggest push he 
from the abolition of restrictions that had been left in 
even after a new liberal foreign-exchange control law too 
fect in December 1980. 
The first major step forward came in April 1984, when t 
Ministry of Finance (MoF) abolished the so-called “real d 
mand” rule. That guideline prevented companies from e 
tively hedging or speculating in the market by requirin 
banks to verify that all trades were based on real commercia 
transactions. Among other things, the real-demand rule p 
vented the Tokyo forex market from reflecting the true 
of Japan’s economy. 
By restricting companies in Tokyo, the MoF4 
rectly encouraged the growth of forex marketsin 
parts of Asia as a good deal of Japanese forex busin: 
went offshore. Not surprisingly, a number of for 
banks shifted more of their regional treasury ope 
tions to Tokyo when the rules were relaxed. E 
The second deregulation stimulus to volume came 
in. February 1985, when the MoF allowed banks 1 
deal directly with each other in yen-dollar trades 


ee 


< deals. Compared with 1986, with artificial pric! 
swap levels, things are now much more ma 
oriented. Also, we are now seeing opposition t 
deals. Issuers are looking for a target — Libor 
don interbank borrowing rate] flat.” 

The present situation is very 
which existed for much of 1986, ¥ 
- through swapping, were able to cut rates te 
Libor. In one deal, for example, NTT bo 
dollars in a 10-year raising, which were swa 
yen, and it received a 70-basis-point subsidy, said one 
player. 
‘With the overall slowing of new-issue activity in t 
Euroyen market, combined with the more realistic pricing, 

there has been a continuing increase in the volume of fy i 
being raised through European Currency Unit (ECU) 6 
ings. “A lot of large portfolios were talking of the US | 
block being 25% of their portfolio,” according to Tanne 
baum, “and other high-coupon currencies, ECUs and C 
dian dollars, for example, being increased.” 

With the trend now under way to diversify, one new 
source of borrowers tapping the Euroyen market is sovereign 
borrowers. The continuing restrictions on the samurai mar 
ket have made it increasingly unattractive over the past si 
months, when issuer flexibility — particularly with regard to 
timing — has been at a premium. The lengthy registration | 
and processing procedure, which typically takes aroun 
three to four months for a new borrower in the samurai mar 
ket, combined with the lack of liquidity in the secondary m 
ket has added significantly to the overall cost of tapping 
source of funds, given the greater flexibility of the Sarove 
market. 

After initial opposition from the MoF last year, sovereign 
borrowers were allowed to redeem samurai issues early, an 
some borrowers replaced this more expensive money Wit 
funds raised through the Euroyen market. With some of 
more recent samurai issues, there has been pressure by brok- 
ers on the issuer to agree to waive early redemption options 
to avoid the market confusion that occurred with the early 
demptions that took place last year, and which are still con 





















































































































tinuing. —~ Brian Robin 

















sf all trades =— instead of through the eight foreign- 
hange brokers in Tokyo (direct dealing in non-yen trades 
ad been permitted in July 1984). At the same time that 
direct dealing in yen began, the MoF permitted the local 
brokers to do international broking business with markets 
outside Japan. 
Direct dealing has transformed the market, accounting 
for about 45% of all spot and swap transactions. It also 
hanged many of the players. Individual banks in effect make 
their own markets in currencies parallel to the brokers. 
Whereas the Bank of Tokyo, the only bank designated as a 
oreign-exchange specialist, once stood out as the biggest 
player by far, there are now at least a dozen Japanese and 
foreign banks which on any given day could be very active in 
1e market. “No one bank stands out on a daily basis,” says a 
roker. “No one player can knock the market around.” 
There has also been a ‘striking change in the behaviour of 
some private companies since the real-demand rule was 
lifted. Hanwa Kogyo, a trading company, and Sharp Corp., 
the electronics maker, are often cited by bankers as active 
players in the market. They both have dealing rooms. Other 
companies that used to leave their foreign-exchange transac- 
ons to the big trading companies now handle them on their 
own, a development that some view with concern. In J anuary 
year, when the yen began to appreciate sharply against 
è dollar, the Ministry of International 
































é lon seniority rather than skill are a major 
barrier. The foreign-exchange department manager at a Ja- 


- panese city bank may earn around ¥15 million (US$99,140)a 


year, or about half what he could earn easily earn working for 
a foreign bank, Japanese banks lose good dealers as a result. 

Japanese banks are finding that resources that must go 
into being a 24-hour trader are daunting. Large Japanese 
banks with lots of small customers are balking at the idea of 
introducing 24-hour trading systems for foreign-exchange 
transactions, made possible by the MoF’s relaxation of 
guidelines last August. Many foreign banks favour the 24- 
hour system, because their offices worldwide operate on that 
basis and their customers are big players in the market. 

Since last year, some 40 J apanese banks have been deal- 
ing with their major customers after the official closing of the 
Tokyo foreign-exchange market at 3:30 p.m., with some 
dealers working late or from home. However, these banks 
have little capacity to deal with thousands of smaller custom- 
ers on a 24-hour basis. They would have to increase forex and 
customer dealers substantially, and employees at branch of- 
fices would have to stay late to relay orders from customers. 
Extra clerical and international telephone charges would b 
considerable. > 
Bankers agree that if there isone factor that serves as a 

























ade and Industry said it was investigating 
hether overzealous speculation by com- 
nies was behind the currency move. 


ompanies are also more interested in 
_-new. foreign-exchange instruments 
that enable them to hedge. Three 
ago, Citibank introduced foreign-ex- 
change options to the market. For a pre- 
the option gives a customer the right 
uy or sell yen at a fixed rate, but does 
i lige the customer to do so. In 1986, 
tibank alone did US$2 billion worth of 
tions business, or more than it had done 
in the previous two and a half years. For- 
ward rate agreements are also becoming 
ular, as are “caps and floors” on interest 
S: 
Foreign banks have some advantage in 
troducing such novel items to Tokyo, but 
the gap with be pele banks is narrowing. 
yme cases, the authorities encourage Ja- 








Forex dealing room: new strategies. 































yanese banks to take up new products. In 
me case, the Bank of Tokyo was asked by the authorities to 
offer options when Citibank began to market them. 

Foreign banks need to be nimble in the forex business, 
ince it is one of the few areas in which profits are to be made. 


anks. A second tier is emerging among foreign banks that 
2 becoming less dependent on straight forex business and 
ire active in other more sophisticated treasury operations 
uch as swaps and other new products. 

Competition for forex business between foreign and Ja- 
nese banks is forcing the latter to rethink some of their 
raditional employment practices. Japanese banks prefer to 
ke generalists out-of the’elite university graduates hired 
ch year. An up-and-coming banker will be assigned for re- 
atively short periods to'a series of diverse jobs, moving in 
nd out of international and domestic assignments. He (the 
lite are still virtually all men) may spend three years as a 
reign-exchange dealer, and then be transferred to a domes- 
c loan department. Many banks have realised for some time 





drag on the development of the forex market, it is the cartel- 
like behaviour of the eight foreign-exchange brokers. Tradi+’ 
tionally, the brokers are heavily influenced by the Bank of 
Japan (BoJ). The flow of retired BoJ officials into the brok- 
ers makes the BoJ somewhat protective, especially since 
some of the eight companies are small and therefore vulnera- 
ble to competition. oe 
Banks complain about the high level of brokers’ fees. 
They say some gap between Tokyo and other markets is-jus- 
tified by higher overhead costs, but not to the extent of twoor 
three times as much. A recent decision to lower brokers’ fees 
and to allow. discounts on fees on large trades of over ¥5 mil- 
lion to be “negotiated” is one example of how the cartel 
works. Some foreign banks took the word “negotiating” too 
literally. Unofficially, all negotiated discounts will be no 
more than 50% of the fee. a oa ee 
Disputes between-banks and brokers occasionally end up 
before the Foreign Exchange Market Practices Committee, 
and such matters are coming under an increasingly bright inter- 
national spotlight. One sign is that Tokyo is gearing’up to host 
~~ for the first time —.the annual international meeting of for- 
eign-exchange dealers in June: Japanese bankers first offered 
to-host a Tokyo meeting five years ago. —-Richard Hanson, 

















Sanwa’s added reach in Japanese finance 
can do a lot for your business 


A wide client base 


The Sanwa Bank, one 
of Japan’s top financial 
institutions, has always 
stressed the importance 
of providing a wide range 
of services without bias 
to a wide spectrum of 
industries. With a cor- 
porate client base that is 
now among the largest 
and most diversified in 
Japan, Sanwa is uniquely 
positioned to assist over- 
seas companies of all 


industries in mergers and 
acquisitions, joint ven- 
tures, investment consul- 
tation, etc. 


Extensive domestic and 
overseas operations 

With more than 260 
offices, Sanwa’s domestic 
network is one of Japan's 
most extensive. Sanwa 
specialists across the 
country work in close co- 
operation with the Bank's 
vast Overseas network 


Sanwa bankers are working for you everywhere. 


os Sanwa Bank 


in marketing advisory 
and other services to its 
growing international 
clientele 


Vast resources 

for more specialized 

services 

Forward-looking bank- 

ing made Sanwa what it 
is today: the world’s 6th 
largest bank*, with total 
assets of over US$200 
billion and the highest 
credit rating in inter- 


national finance. Backed 
also by subsidiaries 

and affiliates, Sanwa 
bankers are now more 
active than ever in pro 
viding the specialized 
financial and marketing 
assistance that verseas 
companies require in 
their dealings y 
Just ask your Sanwa 
banker. And set 
Sanwa’s adde 
Japanese finance 
for your busit 





*1985 Insuturtonal Investor surve 


THE REVIEW OF ADVERTISERS 1985 


The advertising carried in the Review in 1985 The Review's “Review of Advertisers 1985” 
represented every category from airlines and contains a sample of every campaign carried by 
hotels, banking and financial services, liquor and those companies promoting their message to the 
luxury products through to shipping, industry, highest concentration of influential, affluent 

and many many more from over 550 of the individuals available through any publication in 
world’s leading companies. this region. 


With an average of 50 pages of advertising per If you would like a copy of this booklet, write on 
issue and a total of over 2,600 pages through the company letterhead to: 

year, the Review continues not only to be i 

compulsory reading for senior executives jae BEPA TAT 

conducting business in Asia but a compulsory Ca Ea Saa Es ae R sey 

part of any advertising schedule aimed at Asia’s GPO Box 160 


decision makers. Hong Kong 












FAMOUS DAIWA DIALOGUES 


“Since Mark Anthony 


the Royal Treasury 
seems a bit depleted.” 











“Don’t worry, Cleo! 
Daiwa’s highly qualified 
investment managers will 
ensure the most reliable 

growth of what's left.” 

















We can’t get money back that has been experience. Our investment managers are 
frittered away, but we can look after what is best qualified and in the best position to 
left. DICAM, the fund management arm of take advantage of the vast opportunities that 
Daiwa Securities, are Japan's oldest and now exist. We could have managed 

largest private investment management Cleopatra's assets, had we been around in 
organization. Tokyo is the second largest those days. Now we are Ask Dai 
financial market in the world. It makes sound around, let us help you. wa. 
sense to diversify your investment portfolio 
worldwide, and the Pacific Basin, particularly 
Japan, promises the greatest potential for 
economic growth. Daiwa know the area. 

We have the strength, expertise and 
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Daiwa Securities Co. Ltd. 





Head Office: 6-4, Otemachi 2-chome, Chiyoda-ku, Tokyo 100, Japan Tel: (03) 243-2111 Telex: J22411 DAIWASEC 

Hong Kong Office: 19th Floor, Fairmont House, 8 Cotton Tree Drive, Central Tel: 5-250121 Telex: 73325 

Singapore Office: 6 Shenton Way #39-01/02, DBS Building, Singapore 0106 Tel 2203666 Telex: 21126 

Other Overseas Offices: Amsterdam, Bahrain, Beijing, Brussels, Chicago, Frankfurt, Geneva, London, Los Angeles, Lugano, Melbourne, Milan, New York, 
Paris, Sao Paulo, Seoul, Shanghai, Sydney, Toronto, Zurich 





in Global Finance — With Bank of Tokyo 


ae 


Coming out ahead in global finance depends on skillful management 

of information, networks, and ideas—a challenging task on a world scale. 
With substantial involvement in all major money and capital markets 
worldwide, Bank of ‘Tokyo has the resources and seasoned expertise to 
develop profitable ideas to help you come out ahead. 


Bank of Tokyo is a leader in the burgeoning Tokvo ( ipital Market, and 


a major contributor to the internationalization of the market. We tl 
first to manage ECU-denominated private placements in Japan and the 
first to play a Major role as chief commissioned company for Shogun 


bonds” (U.S. dollar-denominated public offerings in Japan) 


© With our worldwide network, we are ideally positioned in international 
capital markets to supply innovative financial services, such as managing 


Eurocurrency bonds, providing Furonote facilities, and arranging t} 


full spectrum of swap finance 


The global finance specialists at Bank of Tokyo—offering services and 
advice you can bank on to stay ahead. 


Leaders in international banking since 1880 — 


(© BANK OF TOKYO 





3-2, Nihombashi Hongokucho l-chome, Chuo-ku, ‘Tokyo 103, Japan 
Tel. (03) 245-1111 Telex J 22220 (TOHBANK A-C J22220) 
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Vice 


JVC didnt 


When this Japanese electronics giant chose Chase overseas trading activities and for the financing of 
back in 1978, they did so for very good commercial overseas subsidiaries in Europe, Scandinavia, the USA 
reasons. and Asia 

In those days, they simply wanted expert But when they decided to tap the international 
commercial banking services. And as a US bank witha capital markets, happily, they could also turn to Chase. 
vast global network, we were uniquely placed to handle Because at Chase we're able to provide a truly 
their cash flows in the United States — their biggest effective integration of commercial and investment 
centre of operations outside Japan. banking expertise to deliver more comprehensive 


They could also use our international reach for their financial solutions 
a a ee 





al and investment banking. 
them precision in both. 


Most recently we helped them arrange a 
Eurocommercial paper program to the tune of USS50 
million. It went like clockwork because of our strength 
and experience in the Eurosecurities market 

For instance, we are a market maker in over 600 
Eurosecurities issues trading in excess of USS8 billion a 
month. So naturally we have our finger constantly on the 
pulse of investors demand. And when the time is right 
a powerful distribution capability to tap that demand in 


every major financial centre aroun 
This total global banking capabilit 

international network and highly 

kne wledge Wit! the broadest range 

commercial banking product 

from other banking institutions in t 
So, no matter how complex 

be, one thing is simple 


Which bank to choose 


A CHASE 
= 





TU eae ers, 


Business Travels With The Review 


When it comes to reaching Asia’s frequent 
business travellers, the Far Eastern Economic 
Review offers you the most mileage. 


At present most of the world’s leading airlines 
with routes in Asia use the Far Eastern Economic 
Review regularly as a primary advertising 
medium. Why? The answer is simply because the 
Review reaches the highest audience concentra- 
tion of heavy frequent independent business 
travellers of any regional publication in Asia 
today. And does it more cost-efficiently. 


If you'd like to know more about our frequent 
business travellers, write on company letterhead 


and we'll be glad to send you a copy of the latest 
1986/87 6 City Media Phase from t he INTRA- 
MAR STUDY independently conducted by Inter- 
national Travel Research Institute. The facts 
speak for themselves. You'll see how well-travel- 
led we are. 


Address your inquiries to: — 
Elaine Goodwin, 

General Sales Manager 

Far Eastern Economic Review, 
G.P.O. Box 160, 

Hong Kong. 





How to track down smart 
investments in Japan. 


Investing in Japan is anything but elementary. It takes experience. 
Extensive research. Insight into the facts. The ability to interpret them 
accurately. And finally, an informed opinion. In the Japanese securities 
market Nippon Kangyo Kakumaru Securities Co. has a long, impressive 












record. Our handling of equities, convertibles 
Eo and bonds, has helped investors worldwide 
profit. With our deep understanding of 


the Japanese market and the 
right portfolio mix, we can 
help you, too. NKK 
gives the close 
attention other 

companies 
seldom provide. 
Try us. 





THE NIPPON KANGYO KAKUMARU SECURITIES CO., LTD. 


Head Office: 1-6-1. Marunouchi, Chiyoda-ku, Tokyo 100 Japan Tel 286-7451 Telex J24930 KANGYOKS 
© Nippon Kangyo Kakumaru (Asia) Ltd.: Liu Chong Hing Bank Building, 10th Floor, 24 Des Voeux Road, Central, Hong Kong 
Tel.: 5-8100808 Telex: 74273 NKKSA HX 
e Singapore Representative Office: 6 Battery Road, No. 16-02/03 Chartered Bank Building, Singapore 0104, Singapore 
Tel.: 2259055 Telex: RS28519 NKKSSP 
* Beijing Representative Office: Tel.: 5002805 Telex: 22956 NKK PK CN 
è Seoul Representative Office: Tel.: 2-754-6685 Telex: KANGYOS K28137 
Paris Representative Office eFrankturt Representative Office 
Bahrain Representative Office eSydney Representative Office 
Los Angeles Representative Office 


@Nippon Kangyo Kakumaru (Europe) Limited—London 
@Nippon Kangyo Kakumaru International Inc —New York 
eNippon Kangyo Kakumaru (Switzerland) Ltd —Geneva 
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GLOBAL INVESTOR 


world of opportunity awaits the 

Aut portfolio manager who 

wants to invest internationally 

—if he or she is armed with the right 
information. 

That means a truly global data base. 
One that’s encyclopedic. Comparable by 
country, by currency, by industry. And 
current. 

That’s precisely what Morgan Stan- 
ley Capital International (MSCI) pro- 
vides investors around the globe in 
every issue of Morgan Stanley Capital 
International Perspective. 

MSCI Perspective has the world’s 
benchmark indices, the internationally 
recognized measurements that define 
the prospects and performance of conti- 
nents, countries and companies. 

MSCI supplies the tools you need to 
put world equity investments into the 
kind of perspective you need. 


A World of Coverage 

Every month, MSCI Perspective covers 
securities with a combined market value of 
US $3800 billion, representing 75% of the 
world’s equity capital. In one convenient 
source, it provides subscribers with essen- 
tial, up-to-date information on the shares 
of over 1700 companies in North America, 
the Pacific Basin and Europe. A total of 19 
countries and 38 international industry 
groups are represented. 


A World of Comparisons 


The indices of MSCI are benchmarks 
or the world. Along with the country and 
ustry indices, MSCI offers the World 


its 


Index, the Europe Index and EAFE (the 


Europe, Australia and Far East Index)— 
all of which are the standard measures of 
performance used by equity investment 
managers worldwide. 

In all, MSCI provides performance and 
fundamental data on over sixty different 
indices, all calculated using a common base 
date and all going back to 1970. And, most 
importantly, MSCI gives you the world as a 
single investment universe. All MSCI data 
are statistically adjusted to be compara- 
ble. They are all formulated using one con- 
sistent methodology. Therefore, MSCI 
eliminates many of the difficulties one usu- 
ally encounters when trying to compare 
across national boundaries with their 
vastly differing accounting practices. 

With MSCI, you can make direct com- 
parisons across regions, industries, coun- 
tries and companies—no matter which 
MSCI data you are using. 


A World of Choice 
Every issue of MSCI Perspective is de- 
signed to be action-oriented. Each of the 
twelve monthly and four quarterly reports 
puts the tools of effective decision-making 
at your fingertips. With these publica- 
tions, you can take a systematic approach 
to international portfolio management 
and asset allocation. You can compare and 
analyze by country, currency, industry 

and, finally, by individual stock. 


A World of Performance 


Whether you are trying to “beat” the 
world market, outperform the French 
market or stay just ahead of the world 





chemical market, MSCI Perspective pro- 
vides the measurements you need 

The publication reports monthly per- 
formance for over 60 indices in six differ- 
ent ways. In local currency, in US dollars. 
It reports net dividends reinvested in local 
currency, net dividends reinvested in US 
dollars, gross dividends reinvested in local 
currency and in US dollars 


A World of Returns 

Once every month, once every quarter 
—16 times per year—MSCI delivers the 
world. In depth. In perspective. In MSCI 
Perspective. 

It’s the first investment every global 
investor should make. Because it will be 
invaluable in making all the investments 
that follow. 


Please send me information about MSi woes | 
Perspecti 


Laura S. Peters 

Product Manager 

Morgan Stanley International Ltd 
1-3, achi l-chome 

Chiyoda-ku, Tokyo 100, Japar 
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MORGAN STANLEY 


Which international investment 
bank serves you best in 
yen finance? 


The Industrial Bank of 
Japan. It's only logical. 

All around the world, 
wherever you find the IBJ 
Group you find expertise 

in yen finance. As a leader 
(some say the leader) in the 
Japanese capital market, 
no one is more qualified 

or better able to meet your 
yen-related financing needs 
the way we do. 

Precisely because IBJ 
delivers a full spectrum of 
investment banking services 
worldwide, you'll find that 
the international capital 
markets are just a little bit 
closer and a lot more acces- 
sible than you probably ever 
imagined. 


Experience and depth 

A major Euro-yen bond under- Japanese banks. You can rely on 
writer. IBJ is also Japan's IBJ for comprehensive joint- 
foremost lead-commissioned venture and M&A consulting 
bank for samurai bonds, as well services. 


as a top lead-arranger for private 
placements and a primary source 
of yen and Euro-yen loans. 


Meeting your capital needs 

IBJ will continue to seek out and 
develop new financial techniques 
Talk about connections and instruments to help you raise 
Close associations with over 90% funds more efficiently and to stay 
of Japan's top 200 companies — ahead of ever-changing financial 
the largest coverage among requirements. 


Leadership in Japan, Investment Banking Worldwide 


INDUSTRIAL BANK OF JAPAN 


Head Office: 3-3, Marunouchi 1-chome, Chiyoda-ku, Tokyo Phone: 214-1111 Telex: J22325 

Overseas Network: New York/Los Angeles/San Francisco/Houston/Chicago/Allanta/Washington/Toronto/Vancouver/Mexico/Panama/Sao Paulo/Rio de Janeiro/London/ 
Paris/Frankfurt/ Dusseldort/Madrid/Luxembourg/Z0rich/Bahrain/Singapore/Hong Kong/Jakarta/Kuala Lumpur/Bangkok/Beijing/Shanghai/Guangzhou/Dalian/ 
Sydney/Melbourne/Perth 









Matur ity is a 
long way off 
— if anywhere | 


T: widely publicised Tokyo offshore money market, 







where banks can make loans or accept deposits without 
|: the interest-rate controls and reserve requirements that 
apply in the domestic market, seems to be regarded as a 
_ modestly useful tool by Japanese city banks, but by many 
_| foreign bankers as little better than an insult to their intelli- 
gence. In the view of Paul Hofer, manager of the Tokyo 
ranch of Credit Suisse and president of the Tokyo-based In- 
stitute of Foreign Bankers, the timing of the market’s crea- 
tion last December was “philosophically and fundamentally 
“wrong.” o 













et offers foreign banks nothing that is not al- 
y available in Japan’s domestic money market or, at con- 
siderably lower cost, in other offshore markets such as Hong- 
kong and Singapore, Hofer claims. Five years ago a Tokyo 
offshore market would have been useful because the far stric- 








ter controls then in force in 
the d 






















e offshore | ‘es 
ced part- 
ly because a handful of 

senior bureaucrats at the, 

Ministry of Finance (MoF) 

had become “personally 
committed” to. the idea; and 
partly because Japan wanted. 

. to be able to demonstrate ` 
progress in financial liberali- 
‘sation in response: to. pres- 

soare being applied by the 


| His colleagues in other 
} foreign banks appear to be 
Jess militant, but not much . 
ess negative in their assess- — ' iniii 
“ment of what the market has to offer. Yet a majority of Ja- 
-panese city banks claim to see solid merit in booking transac- 
tions with non-residents in the offshore market. The mar- 
’ ket’s main attraction in the view of Japanese banks. is frec- 
dom from a reserve requirement which obliges them to place 





of Japan if non-resident business is booked onshore. 


loan business from their domestic books to the offshore mar- 


1986. : 


turn out to be less attractive than booking through overseas 
branches where lower tax rates were available. 

The positive attitude of most Japanese city banks to the 
offshore market and the contrasting cynicism of foreign 
banks is apparently not simply a matter of talk, but seems 
clearly reflected in the market’s structure. According te MoF 
igures the US$115 billion worth of funds held offshore.at the 














‘institution (intra-bank transactions), and only some US: 





THE TWO-MONTH-O 
MARKET 











| the market's life, though intrabank transactions. 


0.25% of deposits in an interest-free account with the Bank. 


Some Japanese banks, such as the Long-Term Credit |. 
Bank of Japan and Sumitomo. Bank, told the REVIEW that.) 
they transferred the whole of their non-resident deposit and |. 


ket immediately after the market opened on 1 December. 
Of the various Japanese banks polled by the REVIEW, © : 


only the Bank of Tokyo appeared to take the view that book- ` 
‘ing loans through a Tokyo offshore banking unit might often’ 









shore ‘in the Singapore offshore market and with the full carp 
of January included US$83 billion-worth of transactions - 


nvolving the head office and an overseas branch of the 






lion worth of funds involving transactions between ind 
dent parties. . 

MoF sources add that a total of U8$71.6 billion worth oF 
funds had been transferred to the market from onshore a 
counts, in most cases with Japanese banks, as of the end of 
January, The amount of new business attracted to Tokyo. 
during its first two months was thus not much more than thi 
of total funds. 

‘This fund breakdown means, in the view of Kazuo Fuji 
the Bank of Tokyo’s general manager for funds and fore 
exchange, that the Tokyo offshore market.lacks the “ 
stance” of other matkets, such as the New York In 
tional Banking Facility (IBF) with which it is « 
pared. At the end of 1986 the New York IBF 
US$300 billion worth of funds: of which around US$ 
lion were non-intrabank transactions, That would make the 
IBF’s “real” business about eight times the size of Tokyo's, 
Fujii points out. 

The response of Yoshiaki Kaneko, director of the Mo's 
International Banking Division, to criticisms that the Tok 
offshore market lacks substance is to claim that the N 













































marked by a growth of sho 
term transactions betwee 
the Tokyo offshore mark 
in places such as Hongk, 
Singapore, Kan 

e i I 


stitutions 
> market ¢ 





when the emphasis 
from short-term to longe 
» term transactions. 
co Kaneko declines to sa 
“wee how long itwilltake to reac 

Phase Three but points out that, in the second month 





dominant, the growth of deposits by “out 
that were not branches of the same 

rapid growth. The low level of country: ti h 
boasts is one reason why money should flow into 














the Tokyo offshore market are exempt from the 20% 
holding tax applicable to domestic loan business, butasta 
duties as well as corporate and local tax are levied in fw 
that a foreign bank doing business in the offshore market | 
taxed at rate of 62.5% , according to Hofer. 

This compares with a 10% tax rate levied on transaction 


po 
exemption available in Hongkong. Banks booking tra 


e lable for 6 rporate tax but 
lower than in Tokyo, bankers point out: 
A second, closely related, toreign-bank criticism is of the 
essive amounts of paperwork needed to satisfy Japan's 
authorities that leakage is not taking place between the 
ffshore and domestic markets. When a bank accepts a depo- 
it from or makes.a loan to a non-resident in the offshore 
arket, it is required to obtain a letter of intent from the bor- 
‘ower stating that the funds will not be brought into the 
mestic market. Even before that stage is reached, exhaus- 
ive documentation is required to prove the non-resident 
itus of the borrower or depositor. 
->In order to avoid what the MoF calls “unforeseen fric- 
ons,” banks are allowed to transfer up to 5% of funds held 
n their offshore accounts to their domestic accounts on any 
iven day, but severe penalties may be imposed for exceed- 
ng the limit. 
-The National Tax Agency claims that a bank which trans- 
ers more than 5% of its offshore funds to the home market 
orfeits its status in the offshore market and becomes liable 









both cases the rates are far 








cial markets outside Japan through specially created sub- 
sidiaries. The Bank of Tokyo's Fujii thinks. that the. MoF 
may ease the ban on securities transactions before finally. 
deciding to repeal Article 65, the clause in the Securities 
Law which prohibits the same institution from doing bank- 
ing and securities. business in Japan's domestic market. But 
there are no indications of early progress in this direction. 
Nor, at least until the end of 1987, does there seem to be any 
chance of easing the tax burden borne by.offshore market 
operators. we 
The position taken by MoF officials.is that the govern- 
ment is ready to do what is‘necessary to make the offshore 
market grow after watching its progress during the next few 
months. Sceptics among the foreign bank community fear 
that the MoF may be missing yet another opportunity to turn 
Tokyo into an international financial centre matching the 
size and importance of the domestic Japanese economy. 
— Charles Smith: 
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` When we first opened our 
“doors in 1895, we also opened 
our minds to customer needs — 
~ conventional and unconven- 
tional — and we are still coming 
up with new business ideas to 
meet these ever-changing 
demands. With smart cards, we 
were first in Japan, and now this 
unconventional service will soon 
become conventional. 

Our open-mindedness, ee 
together with our innovative and 
dynamic services, is our hallmark 
as one of the world’s major 
banks. Through our global | 

` network, our services are readily 
available to individuals, corpo- 
rations, financial institutions and. 
governments in over thirty nations. 

If you feel your needs fly in 
the face of convention, always 
remember that Sumitomo 
welcomes you with an open mind. 


<> SUMITOMO BANK — 


3-2, Marunouchi I-chome, Chiyoda-ku, Tokyo 100, Japan. 
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PLAYERS/CITY BANKS 
More and more, 
the force to 

be reckoned with 


S=:: of the eight largest banks in the world are Japan 








Mim, ese, as measured by assets. Using this measure further, 
WwW there are 25 Japanese banks in the world’s top 100, and 
| 98 in the top 500. Ranked by value of deposits, seven of the 
| 10 largest banks in the world are Japanese. As rated by mar- 
ket capitalisation, nine of the 10 largest banks in the world 
are Japanese. 2 

Japanese banks also now account for 25% of all interna- 
tional bank loans, and their share in this business is still grow- 
ing, according to recent studies by the Basle-based Bank for 
International Settlements. US banks have just 18% of all in- 
¿o enational loan assets. 4 
In Britain, 12 of the 25 largest banks operating in the City 
“of London are Japanese. In the US, American Banker 
magazine has declared Fuji Bank subsidiary Fuji Bank & 
Trust to be the “most efficient” American bank in three 
categories. Three of the top 10 banks cited in this context 
were Japanese. 

While the world has been flooded openly by Japanese 
manufactured products, the rise of Japanese banks to the po- 
sition of the world’s biggest and strongest financial force has 
occurred rather more quietly, But now that Japanese banks 
have embarked on a policy of exporting their services, inevit- 
ably they will assume a profile matching their size: they are 
going to be in the news. Many acquisitions of foreign banks 
by Japanese banks have taken place already, and as part of the 
financial-services export strategy, more are bound to occur, 

As Brian Waterhouse, a banking analyst with stockbrok- 
















































-ers James Capel, noted in a recent study: “Over the past 1 
years, using their lower equity/asset ratios to leverage th 
ability to quote bargin basement prices to the world’s 
ufacturing industries, Japanese banks have gradually 
up commanding positions in the world’s financial marke 
their search for lucrative outlets for their surplus fun 
While the aggressive pricing policies of the Japanese D 
continue to draw strong criticism from their US and © 
pean counterparts, the extent of their acquisitions off 
institutions appears to have gone almost unnoticed” (p 
89). 

. Most of the recent overseas buy-outs or buy-ins by Japan: 

-ese banks have targeted US financial institutions, the 
Japan’s city banks are now looking at opportunities in 
kong and Southeast Asia as well. Ironically, it is 
Washington’s trade policy — to drive the yen up agains 
US dollar and cut Japanese interest rates —that has reduces 
the prices of US banks to bargain-basement levels anc made 
Japanese finance more competitive. 

Japan’s 13 city banks (including the Bank of Tokyo, a spe 
cialised foreign-exchange bank) are well equipped to t 
spond to the US invitation. They représent the biggest cate- 
gory of Japanese bank, controlling over half of total depoi 
held by Japan’s 87 commercial banks, or around 2 
Japan's total deployable funds. Their deposits 
¥201.9 trillion (US$1.33 trillion), or 53% of total deposit 
all commercial banks other than the “sogo” mutual loan ¢ 
savings banks, as at 30 September 1986. This represent 
increase of 7.5% over the 31 March 1986 figure. Their | 
balance over the same period grew 5.3% to ¥153 trillion, and? 
accounted for 54.6% of all commercial-bank lending. 

And asa result of what are expected to turn out to be bad. 
loans in the energy and farming sector, as many as 150 US — 
banks may be up for sale this year. In 1986, according to the. 
Federal Deposit Insurance Corp. (FDIC), 158 US ban 
went out of business or required emergency assistance. 
“With 1,456 banks on the FDIC's ‘watch list,’ and leg m 











being enacted in a number of states to permit the acquisition 
of cash-squeezed banks by other institutions, the FDIC me 













WORLD RANKING BY DEPOSIT BASE 














































































































(24) Bank of Tokyo 
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well find a permanent answer. to 
some of its problems in the form of 
cash-rich Japanese banks,” the 
dpel study notes. eee 
Acquisitions of- California 
banks, Waterhouse says, have pro- 
_vided. Japanese banks with a 
“strategic beach-head for their as- 
_sault onthe US banking market. Ja- 
panese banks are now believed to 
_ manage over US$22 billion in assets 
in.California alone, where five out 
“of the 11 largest banks are Japan- 
ese-controlled. California has be- 
me particularly important to the 
_ Japanese. because of the recent 
change in legislation which will 
allow California-based banks to ex- 
tend their branch networks into 11 
neighbouring states from 1991.” 































Mitsubishi Bank; Bank of Tokyo: assaults. 


ing Japanese banks’ investment 
portfolios at market value, how- 
ever, would raise their capital 
ratios. 

Banks. with overseas branches 
must lift their capital ratios to 
6% by 1991. To achieve the 6% 
level, banks will be able to in- 
clude 70% of the “hidden value” 
of their share portfolios in the 
ratio calculation. Waterhouse notes 


































The Capel study also makes the 
point, however, that the influence of Japanese banks over- 
seas extends beyond mere equity participation. Japanese 
banks, for example, are now estimated to hold more than 
8.4% of all commercial loans outstanding in the US, and they 
underwrote US$18 billion worth of US municipal bonds is- 
d in 1986, or about 50% of the total. 

“On the British front, Japanese banks are just as active. 
They. have enlarged their share of the market, in terms of 
nking assets, from 15.5% in 1981 to over 22% in 1985, ac- 
rding to Bank of England statistics. Their business growth, 
herefore, is outpacing by a good marin the big growth in 
British banking assets, from £372.3 billion (US$586.29 bil- 
n) in 1981 to more than £743.7 billion in 1985. They have 
Iso boosted their share of international liabilities booked in 
London from 13% to 31%. Of 454 foreign banks operating in 
London, 38 are Japanese. 

At home, Japanese banks are having to work harder to 
‘win corporate deposits as financial-market liberalisation 
policies have freed interest rates for some sizes of deposits, 
nd also as the corporate sector 
polishing its treasury. skills 
and investing more in capital 
markets. Fiercer competition 

the home market can only 
esult in higher international 
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efficiency, though the loosen- a 
ing of interest-rate controls 
probably will raise the cost of 
some funding. 
Interest-rate deregulation 
should produce a much more 
competitive market for both 
retail and wholesale deposits. 
‘This in turn would force banks 
o: refine asset/liability man- 
gement techniques, as fund 
costs must be pared to maximise 
rofitability..Banks which have 
lready developed interna- 
onal business and mastered 
uch techniques will probably 
nerease their share of domestic 
usiness at the expense of the 
maller banks. In doing so, their 
larged. yen deposits could fi- 
ance more expansion .over- 
eas. Another result may be a 
umber of mergers among the 
weaker savings institutions. 
Other changes are due. Ja- 
nese running only domestic 


















































that the formula used by Japan’s Ministry of Finance (MoF) ` 
determine capital ratios excludes all off-balance-sheet iten 
effectively allowing Japanese banks greater freedom than 
that enjoyed by Western banks. Present Japanese ratios are 
estimated at less than 2.7%, with some below the 2% mark. 
To raise capital ratios, Japanese banks will either have to 
reduce business or seek equity-market funding. Because in- 
terest rates are at historically low levels (the official discount 
rate charged by the Bank of Japan to commercial banks is 
now 2.5%), banks may be tempted to issue convertible 
bonds, or new shares in Tokyo, taking. advantage of the 
seemingly tireless bull market. The banks also need to raise 
funds for their third-generation on-line computer systems. 


duction in bank holdings of corporations to no more 
than 5%. This must be effected by December 1987, 
and has the stockmarket on edge. Apart from the certainty 
that the city banks will reap huge profits from this exercise 
ie Capel report estimates the 
‘fire sale could amount. to as 
much as ¥200 billion, includ- 
ing the share disposal of the 
long-term credit banks), the 
sale may break down some im- 
portant corporate cross-hold 
ings and render Japanese com 
panies more responsible to a 
wider shareholder base. 
The financial deregulation 
sought most by city banks is of 
course a breakdown of the bar- 
riers i deat the securities 
and banking industries, enshrin- 
ed in Article 65 of the Securities 
and Exchange Act (Japan’s ver- 
sion of the US Glass Steagall 
Act). The entry into. Tokyo of 
several securities subsidiaries 
of foreign banks:may mean that 
the MoF plans eventually to.al- 
low domestic banks into some 
sectors of the securities business. 
Japanese trust banks“ al- 
ready act as discount brokers, 
retaining 20% of the commis- 
sions paid. to securities com- 
panies. for executing orders 
from funds held.in trust. Secu- 

rities companies understanda- 
bly are supporting the 


A more immediate change in banking rules requires a re- 
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At the Chicago Mercantile Exchange, you don't and 1.8265 Swiss franc per dollar offered or 


have to be a big | bank to take advantage of the four one-hundredths of a centime. 
are considered an 





TODAY's arao FOR tion. And a bankcan: net-out its trades at the 
: z BAN CME. You buy a contract, you sell a contrac 
currency futures and ae A 8 Today more Shae ever, | “bank” But you don’t tie upy your credit lines. 
options at the CME a, oe "foreign exchange departments 
gets the same kind of — AK fe use the CME's currency Finally, the CME’ 
trading opportunities., E oTa options to offset risk. These clearinghouse sub- 
: No matter what size. (eoue = “options are highly flexible and stitutes itself as the. 


they are. omen T iqui, onne ha to hede opposite party in all 
futures and optio 


banks were using our currency eats 






eign exchange risk and enhance their pi 
trading em Here's why alot of our partic ipat stitutions conici Y 
other ‘banks: are, too else can you get that kind of security? 


largi st influentialexchange... flexib hte s, pa WHERE You SHOULD BE. 

for foreign currency trading, the CME brings ` accommodate just Bee o The CME is the place for banks of any size, 
‘together the bids and offers of competing about any trading With futures and options contracts on five ma- 
banks and other institutions into one central- jor world currencies, institutions can enhar 6: 
ized marketplace. Not one bid or oferata o | Ë | ce their trading opportunities and limit risk w 
ime. The best of hundreds of bids and offers. ~ inst ns traded e | a virtually limitless range of strategies 

~~ gil at once, and all exchanged by open outcry. p” i ; markets or down. Feni in flat marke 














To learn more about | 
fs: any bank the same ki 
~~ can trade 125, 000,000 DM, it aoi can trade power as the biggest banks in 
gg little as 125,000 DM. In fact, the big banks. your futures broker. Or call the CME at 
that use our markets—and the big trading 312-930-1000. 
-volume that results~make it that much more 














That means any institution that uses our mar- efficient for banks of any 
kets is able to trade on the basis ofequal and aul size to get in and out of 
simultaneous access to prio information.. othe market whenever 


they want: 





The result? Bid-offer spreads that give oy 
any institution the kind of trading efficiency ‘Efficient means econom- 
you might think only the biggest banks have. ical; as well, The CME’s 
Typically, the spread in the Swiss franc futures. margin payments are only a 
market is one one-hundredth of acent; for’. mall percentage of the total 
instance, 5475 dollars per Swiss franc bid. -> alue of the contract traded. 
and .5476 dollars per Swiss franc offered. In id initial ts can be met with 
the interbank market, that woi be the z obi í ; 

tof 1.82 


Mannesmann Demag, 
“your partner with expe- 
rience in all matters of 
“mechanical engineering 
and plant construction. 
With a broad financial 
base, world-wide sales 
network and a future- 
oriented research and 
development programme 
for new products. 
Mannesmann Demag AG 


astlach 10.0141,.0-4100 Duisburg 1 
“Fed. Rep. of Germany 











Moreover, Japanese.banks. , 


are deeply exposed. to. de- 
veloping-country. debt: JE 


says that Japan holds 10-15% 


of all Third World debt, wi 
two-thirds of that exposure i 


Latin America. They also have: 


the biggest portion of Philip- 


pines’ debt on their books, and .. 


25% of Indonesia’s and 15% 
of Mexico’s. “Thus far, Japar- 
: banks have been forced to 
ichedule at least four-fifths 
“Of their loans to developing 
countries. Hard-hit by falling 
oil prices and the appreciation 
of the yen, Indonesia is also 
likely to seek rescheduling of 
the yen component of its 
debt,” the JEI study says. 
While Japanese banks are 
moving from strength to 
strength internationally, it 








city 


he 


must be pointed out that the movements of the “elephant” are 




















indeed elephantine. Japanese city banks excel mostly in cor- 
porate and trade finance, not retail banking. At the retail level 
some city banks are clumsy at best —taking forexample upto. 
four weeks to clear foreign-currency cheques — and incompe- 
tent at worst. City banksin Tokyo still do nottalktoeachother 
by computer to clear cheques but instead use theirown courier > 
services, taking days to transpert paper across the city. : 

Yet one of the banks’ biggest sources of funds has been in- 
dividual customer deposits. As Japanese individuals become 
more sophisticated in the use of their money, investing in 
porate and governrme 




















































bonds and the stockmarke 
for example, they can be g 
pected to entrust less of the 
savings to banks. This could 
erode a good part of the city 
banks’ deposit base. Same 
city banks seem to know thi 
They are embarking on sal 
campaigns to keep indiv 
als in their fold, visiting 
to-door and leaving calli 
cards and small gifts. 

But as inefficient as the Ja- 
panese banks may be at the 
retail level on their home 
turf, foreign banks in Japan) 
offer little or no competition. | 
The cost of offering retail 
banking services in Japan's 
major cities appears to pres 
clude taking the business seri- 
ously. ~~ Bruce Roscoe. 
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ae pan the local trust-banking 

filiate of Bankers Trust of New” rk) has a Tokyo- i : 
ter company, Sumigin Bankers Investment Management — 
Co., which ts jointly owned by Sumitomo Bank and which 
appears to have done much to boost Bankers Trust’s share of © 
the market. The way the arrangement works is that Sumigin 
provides investment management advice, as well as customer 
introductions, for the tokkin or specified money trusts that 
are administered by Japan Bankers Trust Co. on behalf of Ja- 
panese clients such as mutual banks or non-financial man- 
ufacturing corporations. 


allied against 
new ‘outsiders The marketing strength of the Sumitomo group has chan- 
a ` nelled nearly eight times as much rokkin business to Bankers 


E mid-1983, when the liberalisation of Japan’s financial | Trust as other foreign trust. companies have been able to pick 










































markets temporarily became the No.1 point of contention up through their unaided marketing efforts. This is despite 
between Tokyo and Washington, the most contentious the fact that on the banking side of its business Bankers Trust 
issue of all was the attempt of a major US bank, Morgan | hasasmaller stake in the Tokyo market than companies such 
Guaranty, to break into the heavily protected Japanese trust- || as Citibank or Chase Manhattan. 
-banking market via a joint venture with Nomura Securities < Thestokkin funds that make up the bulk of Bankers Trust’s 
“Co. business differ from ordinary fund trusts in that the trust 
~ Three-and-a-half years later the passions aroused by the | bank holding such funds is responsible only for administra- 
Morgan-Nomura offensive seem part of a bygone era. The | tion: destin on how-to invest the funds are made by a sepa- 
joint nwe Boal never rate com a (often ` m 
< materialised, but Morgan is one ~ company) designated by 1 
of nine foreign banks which have HOW PROFITS ROSE “ original owner of the funds. 
been licensed to enter the trust- {¥ billion) (April-September 1986). ; | Despite this, Dennis Ferro, pre- 
banking business in Tokyo. | ws i . 180% sident of Japan Bankers Trust 
Their relations with the seven Ce ae i o f Co., says that the decision to 
Japanese trust banks, far from -eU maximise tokkin fund business is 
being hostile, seem almost too i - working out well: The bank is 
cosy, given the common interest . realising economies of scale 
both roups have in keeping ff which would not have been pos- 
inds of financial institu- „sible if it had limited itself only 
s out of a range of businesses ‘to the higher-yield fund trust 
hat are proving far more profit- business, besides getting more 
th “€ basic business 
of trust administration. 
_ Friendly ties with Japanese 
‘trust. banks are one reason ` 
foreign companies have been 
doing much more business than ` 
“expected in.the twin fields of 
fund trust and tokkin, accordin 
to Alan Phillips, president o 
Barclays Trust and Banking Co., 
which now has about ¥50 billion 
_ (US$330. 5 million). worth. of 






















le 
and on-lending them to corpo- 
‘rate customers. 
According to Yoshio Okamo- 
‘to, deputy director of corporate 
: planning at Sumitomo Trust and | 
_ Banking Co., the second largest: 
the seven J apanese trust 
banks, the. relationship be- 
ween Japanese and foreign 
aembers: of ‘the: trust-banking 
ndustry. has turned out to be -trust assets evenly divided bi 
rather like that between Toyota REVEWOAGHAMD Any Tag tween several ‘kinds of instru- 
_and General Motors at the NUMMI manufacturing joint | ment. But in one sector — pension-fund management — 
venture at Fremont, California, “We are certainly in com- | Philips says building up the foreign banks’ share may prove a 
petition with each other overall, but we can also learn a long haul for the foreigners, despite extremely attractive 
ot from each other's expertise in specific areas,” Okamoto | long-term prospects. 
ays. The value of funds deposited in Japanese pension funds, 
By contrast, both sets of trust banks seem to feel nothing currently around ¥20 trillion, is likely to reach ¥60 trillion 
but dislike for the idea that “outsiders” might one day be al- | well before the year 2000 according to Japanese trust bank 
lo ed to muscle in their profitable pension- -fund manage- .| estimates, but foreign efforts to muscle in to the market are 
t business, to say noting of the fund trusts (investment | -geared to a:system under which pension managers can be 
s consisting of corporate assets in the form of money or | changed only every-five years (or within three years of a 
ties which the trust banks are allowed to manage ona | fund’s original establishment) when recalculation takes 
ionary basis) that have been one of the industry’s fast- | . place. 
rowing products over the past seven years. ~. . The five-year system means that Barclays, for one, has 
ies between the seven Japanese trust banks (plus Daiwa | managed so far to pick up only two pension-fund accounts, 
+i license to do. trust business in addition to | both involving the local subsidiaries of European companies. 
and the nine recent foreign entries to | In the longer term, growth will depend on how foreign trust 
consisted of a series of informal pair- | companies can convince Japanese customers to go for higher 
ings under which: reign trust bank relies on a Japan- yieldsi in place of the convenience of having their funds man- 
ese counterpart for technical support while in turn perhaps | aged within the client’s own group... 
the Japanese partner the benefit of some of its exper- For the seven Japanese trust companies (plus Daiwa 
foreign investment. In at least one case, however, links 
da Japanese financial group 
have progressed well peyond this | 




























































Bank) which currently account for around.60% of pensión- 
fund business, the enormous'size of the pension-fund market 
and its predictably rapid th (about 15% annually at pre- 



























petition th loped between tr ks and li 
- surance companies (the only other institutions entitled to 
manage pension funds) has also made for very limited pro- 
ts. Ey F ; 
Earnings from pension-fund fees have remained static in 
the past year as a result of ruthless rate-cutting among trust 
banks and insurance companies, according to Sumitomo’s 
Okamoto. What makes the situation worse is that life-insur- 
_ ance companies appear to be gradually overhauling trust 
banks in the pension-fund management market. The admis- 
sion of city banks to the pension-fund business, some- 
thing that Okamoto believes will happen “within the next 
10 years and probably a good deal sooner,” could shave pro- 
fits even finer, perhaps leading to a situation where pen- 
sion management services are offered virtually free as part 
af a larger package of services to Japanese corporate 
clients. 
Given the ces on their pension-fund business — and 
a long-term decline in the share of profits earned from their 
|More traditional deposit-taking businesses —— trust banks 
have been under intense pressure to develop new products in 
fields ranging from securities handling to property develop- 
ment. A product which Mitsubishi Trust and Booking Corp. 
es out as especially promising is the property trust, 
ich a trust bank becomes the legal owner of a piece 
ae of land held by a private 
customer (or, since last 
_year, even by a govern- 
‘ment. entity), and. takes 
full responsibility for de- 
veloping it,’ ultimately 
the profi 












FOREIGN TRUST BANK FUNDS ş 
{As of 31 Dec. 1986 — ¥ billion) 








Tokkin | 


ko | conclude that “the trans- 













' increased the 
amount of tax property. 
bie REVIEWTABLE DANS Ta Owners had tò pay on 

heir land and forced them to undertake development. Apait 
„TOM being a valuable service to private owners he sees prop- 
| erty trusts as a way of harnessing private-sector resources to 
the development of government land. 

Sumitomo. Trust says the profits of its property division 
have risen three times over the past. “two or three” years, 
though. this includes brokerage fees (now inflated by high 
land values) as well as earnings from the newer property- 
trust business. Together with fund trusts and tokkin, prop- 
erty trusts and brokerage activities have taken over the lion’s 
share of Sumitomo’s earnings, in place of deposits which pro- 
me 80% of profits a decade ago but contribute only 40% 
today. f 

The trust banks’ ability to “escape” from their traditional 
and increasingly unprofitable deposit-taking business into a 
variety of new fields centred loosely around the concept of 
money and property trusts explains. why the seven banks 

























growth over the past year. But the relative smallness of the 
trust banks as institutions raises a question-mark over how 
long they will be able to defend their profitable new. ter- 
ritories against outsiders. In the next few years, city banks 


“fortress” at least as aggressively as foreigners did in 1983. 
— Charles Smith 
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“toned down. The MoF” 





. banks with branches in 


pties licences in Tokyo: 
-< Guidelines that have been 
“used in the past —- for 


have outperformed city banks — at least in the rate of profit | 


are likely to be knocking on the door of the trust-banking | 










‘The transparency 
of the system’ 
raises hackles 


L ast autumn, officials in the Ministry of Finance (Mot) 

















were shown an early draft of a report on how 
financial institutions are treated in Japan, astudy bein 
produced by the US Treasury for a congressional committe: 
investigating national treatment of American banks abroad. 

They were furious over what they read. Apart from mint 
inaccuracies, the draft report strongly implied that 
policies combined with the highly restricted nature of Japa 
financial markets to restrict severely the ability of fo: 
firms to compete with their Japanese counterparts. 
questions were raised over the transparency oft MoF poll 
and regulations. 

By the time the con- 
gressional report . was 
published much of the. 
overt criticism had been : 

























had ‘worked behind the || 
scenes to rebut the most 
critical parts of the draft. 
The report did, however, . 










parency of the system, 
continues to pose dif- 
ficulties.” 

‘The question of trans- 
parency recently sur- 
aced again för foreign 












Tokyo, which have (or 
are applying for) securi» | 









foreign banks to skirt legal restrictions on direct ba Y 
ship of more than 50% of the shares ina broker with a licence 
in Tokyo — were being reinterpreted in a much stricte i 

Why? Officially, because the law, strictly spe. wt 
so. The old guidelines were formulated by an earlier set of of- 
ficials, who have since been transferred to other respon 
sibilities. Policies can change when MoF officials change 
their minds. : 

The same congressional report lambasted the Bank of 
Japan (BoJ, the central bank) for its role in the Tokyo inte 
bank money markets: “For institutional or policy reasons, in- 
terest rates in the call and bill discount market do not move — 
freely in response to changes in market supply and demand 
Such market practices leave foreign commercial banks at a 
competitive disadvantage in making loans, the report said 

Some foreign bankers privately accuse the Bo] of bla 
manipulation of the inter-bank market that favours Japan 
banks ahead of foreigners. Among other things, the central 
bank lends some ¥6 trillion (US$40 billion) to Japa 
commercial banks at its low official discount rate. Accor 
to one source close to the central bank, BoJ officials a 
luctant to explain why they should be lending sı 
amounts of money at low rates to banks when Japan is awas 
with liquidity. 
_ On another front, in a refreshingly bold move, MOF offic 
























cials responsible for implementing Jap 
Advisory Law have apparently elimina 
been a major headache for foreign investment management 
-companies seeking advisory licences in Tokyo. With some 
exceptions, the MoF will not require registration under the 
_law in Tokyo by the parent company or affiliates of foreign- 
-owned investment advisory companies that are established 
‘and duly registered in Tokyo. 

- That is a radical and sensible decision by the MoF. It is 
_partly a response to considerable lobbying by foreign, espe- 
cially British, advisory companies and governments. The 
MoF proved amenable to a number of suggestions. Under 
one interpretation of the law, overseas parent companies 
“might have been required to register and apply for a licence 
_even if it ‘wanted simply to provide services to their sub- 
sidiaries in Japan. Other overseas affiliates would have had 
¿to do likewise, creating a registration nightmare for the local 
“subsidiary. 

These few vignettes illustrate how fickle and sensitive the 
powers and prerogatives of Japan’s monetary authorities can 
‘be. Old hands in Tokyo point out that the MoF and BoJ no 
longer have the absolute controls over the financial system 
that characterised much of the post-World War H period. 
The MoF’s authority, for example, over the budget compila- 
tion process has always 































ppropriate for one of the world’s fast 

growing economies. Unfortunately, when the 1973 oil crisis 
struck, Japan was stuck with a high-growth social-welfare 
spending programme and a low-growth economy. The gov- 
ernment, which had been virtually debt free, faced its first 
tax-revenue shortage in 1974. Rather than cut spending, the 
MoF agreed to stretch its own rules by issuing 10-year deficit- 
covering bonds. 

That was in October 1975. What followed were massive 
issues of government bonds designed to stimulate the 
economy. Japan is saddled with a massive national debt. 
What is more important now is that the MoF’s decision 
in the mid-1970s to rely on public bond issues — rather than 
major tax reforms —- made deregulation of much of the rest 
o the financial system inevitable within the decade that fol- 
owed. 

The MoF planted a time bomb — in the form of a huge 
freewheeling market in maturing government bonds— at the 
heart of a rigid system of domestic fixed interest and deposit 
rates. Shortly thereafter, then prime minister Takeo Fukuda 
~~ to the horror of many MoF officials — also pledged to re- 
write the nation’s highly restrictive foreign-exchange control 
law. 

Life under the new law has not been easy for the Mc 
The free outflow of capi- 





















been the key to its supre- 
¿macy within the bureau- 

acy. That has been 
undermined by self-im- 
d austere spending 
3 over the past six 
Those are aimed at 
uge gov- 

which 
y issues 




















i10ther milestone in 
volution of MoF au- 
hority came in 1980 with 
he implementation of a 
more liberal. foreign-ex- 

hange control law, That 
aw in principle freed up 
apital flows in and out of 
apan: When. the law 
ame into effect some in 
he MoF felt that the new 











milestones and m. 



























stones. 


tal into. higher yielding 
US, dollar, bonds helped 
“eto keep the yen grossly 

«undervalued. That is, 
until the G5 finance 
ministers agreed in New 
York in September 1985 
to a joint effort to drive 
the dollar down. 

(At one point before 
the Plaza Hotel agree- 
ment, Prime Minister 
Yasuhiro Nakasone ask- 
ed the MoF about the 
possibility of imposing 
controls on capital out- 
flows. MoF officials had 
to explain politely that 
the government, even if it 
wanted to, no longer had 
ithe staff, to-do so. They - 
went with the exchange 

























freedoms were so radical 
as to constitute a crisis serious enough to invoke the law’s 
“emergency provision. From that time on, however, the pres- 
sure to liberalise grew, reaching a peak in 1983, when the US 
“Treasury began a series of talks with the MoF which resulted 


na far-reaching agreement on where Japanese markets were 
headed. 


he roots of deregulation can be traced back to the late 

l 1960s and Japan’s unprecedented rates of economic 

< growth. With the yen pegged at 360 to the US dollar, 
Japan's exporters flooded world markets. Japan ran up a re- 
cord current-account surplus and Japan’s trading partners 
ound themselves with large bilateral trade deficits. Trade 
iction flared dangerously. The crunch came in 1971 when 
then US president Richard Nixon precipitated a major re- 
valuation of the yen and eventually a system of floating ex- 
hange rates. a 

















érest rates and controlled financial system did not appear 
til after the first oil crisis of 1973-74. 
Two milestones are worth noting. The first can be traced 











controls.) 

What the new foreign-exchange law did was to make 1 
possible for Tokyo to develop an international financial role 
more in line with the size and strength of Japan’s economy. 
That in turn is why foreign banks and brokers have rushed 
into Tokyo’s increasingly deregulated markets over the past 
three years — subject to MoF approval. From the MoF’s per- 
spective, the flip-side of deregulation is now re-regulation, 
just as the goal of internationalisation of Tokyo markets is to 
strengthen domestic capital markets. 

The MoF’s Po have not expanded as such, but the de- 
gree of control MoF officials currently exercise (who can do 
what, etc.) in the evolving Tokyo marketplace has probably 
reached a peak. That is because the new financial order is still 
“half-baked,” comments one official, Decisions are in the 
process of being made, which means the influence of the 
MoF and other regulatory officials charged with overseeing 
change is much stronger now — relatively speaking — and 
can appear to be arbitrary. In the tug-of-war among those 
who hold sway over monetary matters, the BoJ appears to 
have lost ground. 

The BoJ’s power, in the form of effective control over 
monetary policy, has been diminishing steadily since the 
1970s as demand for credit from the private sector dwind- 
led. On one hand “window guidance” controls over bank 














- The 14th edition of the All-Asia. 


Guide is crammed with up-to-the- 


minute information, including 
-facts and figures that are 

- indispensable to any serious 
traveller i in Asia. 


There are chapters on no 
-than 26 countries. Plus ope 


_ chapters on eating out in Asia, on 
the best way of using your 


baggage allowance, and on how 
best to carry your cash. 


‘There are several new maps, 
making a total of 68. 
Hints on how to travel in Asia. 


— from packing the right things, 


- to the best places for souvenir 
hunting — wherever you'r re 


going. 
-An even more streamlined 


> guide to hotels in the region with 


more than 1,600 listed, 


Some 50 new colour pictures 


~~ and more than 90 new black-and 
white pictures. 


Jow in its 14th Edition. 


All of which adds up to over 
700 pages of vital inform 
business and pleasure trave lers 
in Asia. 


To make sure of your copy, 
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* FarEastern Economic Review Ltd., G.P.O. Box: 160, Hongkong. 
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supplies through open-market operations. 
<. The Bofs independence from the MoF, which oversees 
the central bank, or other government influence was put in 
doubt as far back as the Occupation. At the time, American 
officials proposed that a policy board similar to that of the US 
ederal Reserve Bank be formed to guide the central bank. 
The BoJ governor at the time was a powerful man. He under- 
mined the power of the board, making it more of a rubber 
tamp than a deliberating body. 
Less imposing governors since then have found them- 
selves increasingly under the thumb of the MoF and the gov- 
rmment. The government appoints the governor and the po- 
cy board, The policy board does not enhance the BoJ’s in- 
dependence. The MoF has the power to approve changes in 
ank-reserve requirements, controls the BoJ’s budget and 
presents it in parliament. The BoJ retains jurisdiction over 
anges in its official discount rate, but even that lever ap- 
ears to have been usurped in practice by the government 
ind the MoF, which has used cuts over the past 15 months as 
international bargaining chip in negotiating with the Ame- 
s to: stabilise the yen-dollar exchange rate. 


controls may be a 








The BoJ’s relative power may be declining and the MoF’s 


S e yen? Wil Š 

strong fiscal measures to boost the dom 
barriers to trade and financial markets in Japan being low- 
ered fast enough to defuse protectionist pressures against Ja- 
panese institutions in other nations? Will the MoF’s plan to 
reform taxes be watered down or even scuttled by political 
pressures? 

The MoF’s record has been. spotty of late. According to 
one senior MoF official, it is now evident that the Japanese 
Government has handled its longer-term strategy (or lack of 
one) badly as far as exchange rates are concerned since the 
events leading up to the 1985 G5 agreement. = 

Simply put, Japanese officials were then faced with pres- 
sure to reduce a ballooning trade surpht thi Id 
with the US in particular. They could hay 






































atter of history, but the 
tis that elite bureau- 
rats. recruited by the 
oF and, to a lesser ex- 
it, the BoJ still exercise 
‘enormous amount of 
ry power over 
ancial institutions and 
licies. Such influence 
ditionally takes several 
orms. The BoJ controls 
erbank money markets 
through a small group of 
-money-market brokers. 
_MoF bureaux issue “ad- 
ministrative guidance” to 
financial institutions and 
mediate competition 
hin the financial com- 
nity: 
Perhaps the most fa- 
‘mous example is a 1975 
















S protest over Japanese car impor 














nd. The pain has-been 
Yall ‘the: preater ‘because 
1. MOF. officials, in retro- 
spect, even botched up 
what chance there was of 
getting an agreement to 
stabilise exchange rates 
at, Say, . somewhere 
around ¥200 to the US 
dollar (which if offered at 
the G5 ‘meeting might 
have been © acceptable 
when the rate was 240). 
On other fronts, MoF 
initiatives face rough 
going. Its “revenue-neu- 
tral” plans to reform the 
tax system have stirred a 
political hornet’s. nest. 
Whether. the package re- 
‘mains intact will depen 










































understanding among the aaa 
Banking, Securities and International Finance bureaux that 
bars the overseas subsidiaries of Japanese banks from lead- 
managing foreign debt issues by Japanese companies. That 
was in deference to Article 65 of the securities law, Japan’s 
equivalent of America’s Glass-Steagall Act, separating 
banks and brokers. From the MoF’s point of view, Article 65 
has worked well. In effect, it allows bureaucrats a great deal 
of discretion in defining what banks and brokers can do in the 
growing grey zone between the two industries. 


gm, ne other grey area of influence involves officials who 
QO: to take up senior positions in the private sector. 
“ew in some cases, the MoF manages quietly to recom- 
mend that.a bank or broker take ona Seared official as an ad- 
/ In at least one case, a foreign bank was virtually told to 
ire such an adviser. Perhaps the ultimate extension of the 
influence has been its ability to spin off politicians into 
ruling Liberal Democratic Party (LDP). Three of Japan’s 
post-war premiers were.ex-MoF officials. There are more 
members of parliament formerly with the MoF than from any 
other ministry. ALE 

hen push comes to shove, however, the MoF’s supra- 











lauthority depends on how effective its policies and di- 


+ largely © ön” -whethe- 
Nakasone can maintain discipline: within the ruling party, 
wipes increasingly worries about public reaction to the MoF 
plan. 

Observers say that the key test for the MoF is whether it 
will shift ground on the question of stimulating domestic eco- 
nomic demand by boosting public spending. So far, the gov- 
ernment has avoided fiscal measures, while pressuring the 
BoJ to use monetary policy in the form of a cut in the official 
discount rate to an historic low of 2.5%. BoJ officials have 
opposed an overly strong reliance on monetary policy. But 

such opposition has been ignored, aided, ironical , bya US 
strategy of asking Japan and West Germany to lower interest 
rates. 

The MoF’s narrow policy. of pursuing fiscal rehabilitation 
and tax reform appears to have become philosophically en- 
trenched within the ministry. Critics add that the timing of 
the MoF’s tax reform is more a reflection of political factors 
than economic cycles. The MoF and the LDP reckon that the 
ruling party’s absolute majority in-the legislature will carry 
the day. The questions are how long the MoF can sustain 
such a policy in the face of slowing economic growth, and 
whether the MoF will be in a position to shape an effective al- 
ternative. Richard Hanson 
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Success in today’s rapidly changing capital markets demands an established 
excellence in the development and implementation of investment strategies. Being finely 
attuned to the pulse of the global financial marketplace is what we call being 
''Market-Minded.” 

Our market-minded perspective has made Nikko one of the leading capital market 
traders and investment banks worldwide. We regularly provide underwriting and market 
making in all major capital markets and assistance for non-Japanese companies in Japan 

And, we are rapidly building a 24-hour trading capability with seats on the Tokyo, 

London, New York, and other major securities and futures exchanges. All backed by 
Nikko's network, comprehensive services, and professionals around the world 
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The Nikko Securities Co. (Asia) Limited 


St. George's Building, 19th Floor, No. 2 Ice House Street, Hong Kong 
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Taking our name apart 
could mean 
a great deal for you 


Kuwait 

With our home in one of the Middle East's 
foremost financial and commercial centres, we’re 
well-placed to act swiftly and responsively in the 
financial markets, project financing and real estate 
development. 
Foreign 

Our operations take us into over 20 countries 
in all five continents. In these foreign parts (foreign 
but not strange to us), we are involved in projects 
that range from mining and manufacturing to 
tourism, hotel management, banking and 
agriculture. 


Tra 

By tradition, Kuwaitis are traders and our 
institution is no exception. 

Financing international trade is one of our 
specialisations. Securities and foreign exchange 
dealing are among our daily activities. 
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Contracting 
Though not building contractors as such, we 
are involved in all aspects of real estate including 


design, construction supervision and management. 


Investment 

Weare a diversified financial institution as 
active in the international capital markets as in 
portfolio management for institutional and 
individual clients. 


Company 

On the outside, our activities might look 
diverse, but we are a company of concerted and 
co-ordinated skills and resources. Taken 
individually or together, they could mean a great 
deal for you. 


Kuwait Foreign Trading Contracting 
& Investment Co. (S.A.K.) 

P.O. Box 5665 Safat, Kuwait 
Telephone: 2449031 Telex: 22021 
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Rabobank. Your partner 


for business 
with the Netherlands. 


Rabobank Nederland, with 
offices in Singapore, Hong Kong and 
Jakarta, provides a personal service 
to companies with trade relations in 
the Netherlands. 


Rabobank is an “AAA”-rated 
Dutch cooperative banking 
institution with total assets of 
U.S. $ 65 billion. It ranks among the 
largest banks in the world. 


Rabobank - with 2300 offices in 
the Netherlands - derives its strength 
mainly from its dominant position in 
the domestic market, especially in 
Dutch agriculture and agribusiness. 


Roatobant’s deep involvement in 
these particular sectors of the 
Netherlands - the world’s second 
largest agricultural exporter - 
provides a sound knowledge of inter- 
national financing. 


So, when considering a bank to 
introduce you to the Netherlands, or 
elsewhere in the world, why not 





Rembrandt country is Rabobank country. The country where traditions of 





consider Rabobank. excellence continue to flourish. 

Member of the Unico Banking Group Singapore Branch Hong Kong Representative Jakarta Representative 
50 Raffles Place 30-01 2 Exchange Square 16/F The Landmark Centre 
Shell Tower 8 Connaught Place, Central 16th Floor Suite 1605 
Singapore 0104 Hong Kong Jalan Jenderal Sudirman Kav. 70 
Republic of Singapore Telephone: + 8525263249 Jakarta 12910 Indonesia 
Telephone: + 652259896 Telex: 80556 Telephone: + 62215781271/2 
Telex: 42479 Telex: 47534 


Rabobank 


Rembrandt country is Rabobank country, 


Rabobank Nederland, Croeselaan 18, 3521 CB Utrecht, the Netherlands, Telex 40200. New York, London, Paris, Antwerp, Curacao, ADCA-BANK Frankfurt. 


The Hague 
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` g apan’s four most profitable companies are, in order: | writing to avoid conflicts of in 
omura Securities, Daiwa Securities, 

and Yamaichi Securities — the B 
go on for 20 companies, with just two.€ 


lectric 


pany to 
the: list 


4. is. that 





-wildest 


63.2%. 
The 


Tokyo 











tradi 


| | Daiwa branch: international reach. 


PLAYERS/THE BIG FOUR l l currency-swap arrangements for borrowers raising fund in 

A INe h aki p ie | D into another at more favourable rates, Another attraction for 

l n u ns a ea @) e , the four in operating banking subsidiaries is that the contacts 
s 2 ay a i 

ri on the i ple, to extend a business loan on favourable terms to a certain 

sym aia + ; |. company, Nomura could expect future business from its new 

ae Pp | r " | | : . |. placing a corporate bond or listing the company on alocalor | 

market S insi i es Pa foreign stock exchange. 


Teikoku Data Bank, but it is the only m 


company with an overseas projects—filled order book. 
< What happened to Toyota Motor, Tokyo Electric 
Power and.other now-dwarfed giants? The simple answer . 














‘orders for shares. As the value of. trading on the ‘Tokyo 
Stock Exchange (TSE) m dor 

ilion (US$514 billion) in 1985 to ¥159 trillion last year, 
o have securities companies’ profits bounded to’ levels 
yond probably even the companies OW esteom aka cack (meee: 


the year ended 30 September 1986 (the brokers’ 
fiscal year), the Big Four r 
pre-tax profit rises of 85.3%, 


counted for 46% of all share trading on the TSE (up — 
from 44.3% in 1985) and 66.7% of all convertible 
bond déaling (up from 63.1%). Their control over | 
the market is therefore enormous. When some share - 
prices rise sharply over a short period, smaller _ 
securities firms will attribute the rise to ageres- 
sive sales campaigns by one or other of the four. 11 

Understanding the behaviour of the four has | , 
become synonymous with understanding the | 


as well as other equity-related instruments, such 
as convertible and warrant bonds. If Nomura, for 
examp 
rant in 
rant would rocket in Tokyo. The danger in this is 
that Nomura has, by virtue of the volume of its 


JAPAN BANKING 





affect related instruments — to the benef 
clients. Insider trading does not become 
point in such cases: the point is that Nomura? 
the inside. 

Each of the four has branches or subsidiaric 
in all the world’s major capital markets. 
The British Government has approved tank- 
ing licences for Nomura and Daiwa, both 
which are now primary dealers in the US Tres- 
~ gury bond market. Nikkoand Yamaichi want to 
| follow suit in both fields: banking, to be able 
“to offer overseas clients foreign-currene) 

hedging for Tokyo bond and other instrume: 

— none want to commence full banking « 
vices; primary dealing, for prestige, @ 
get to know the US Federal Reserve Bank 
lot better. That, they reckon, will help (he: 
better guess US economic policy regarding suc 
| matters as interest rates which move bond prices. 
Banking facilities are important for the development of 





















one currency with the intention of immediately swapping 


made in lending to companies can be instrumental in winning 
corporate underwriting business. Were Nomura, for exam- 


loan recipient, perhaps in underwriting a new share issuie Or. 








Securities companies should separate broking and unde 

terest, as some of Wall Street's 
arbitrage specialists are learning anew through thei 
tion in various insider-trading scandals. that cam 
after the Boesky case last year. But in Japan the two fi 
are, as a practical matter, inseparable, th brokers 
deny this. They are inextricably connecter 
be there; the only other non-securities company in the underwriters’ commission is determine 
is Kumagai Gumi, Japan’s maverick construction i 



































is still in the top 20 of Japanese earn 


oy 

of capital raised in a new share issue. Itis therefore, 
brokers to keep share prices high. 

“. Investors wating into any Nomura branch office 
ean place buy or sell orders for shares on 25 stock exchal 
~ in'18 countries. The reach of Daiwa, Nikko and Yamaich 
about as long. On the home equities market, howe 
ore than doubled, from 78.7 | mura has taken a perhaps decisive lead, boosting its sha 
stock trading on the TSE from 13.9% to 16.3% in the year to 
30 September 1986. Nomura has shot ahead in sales, too. H 











none of these companies can take buy or sell 












































dreams. On an unconsolidated basis in ORIG FOUR PL TRADING SHARE OF 
: ; (% ag at September 1985 and 1906) 


aoe w 1 OM 







eported’ respective 
89.2%, 74.1% and 






four in the year to 30 September 1986 ac- 











market. This applies to share movements 





le, is said to be buying up a particular war- ~ 
London, the underlying shares of that war- 









, the power to move. shares in. ways that 
































































‘Nomura’s sales were 100, Daiwa’s would be 62, Nikko’s 56 







and Yamaichi’s 51. 





-ing to Masakatsu Sa- 
kamoto, deputy gen- 
eral manager for Nikko’s 
business planning depart- 
ment, Nikko is preparing 
to develop more compu- 
i terised portfolio-manage- 
¿ment techniques, such as 
-the Japanese Equity Risk 
“Model, a joint effort with 
‘BARRA of California. 

Nikko already man- 
ages funds based on the 
TSE Average and Wall 
i Street’s Standard & Poors 
$00. Computers help the 
funds track an index and 
h its performance 
just.a 0.5-0.6% mar- 
gin of. error. In June, 
Nikko plans to launch a 
computerised fund track- 
‘ing 10-year Japanese 
‘Government bonds. This 
will enable clients to bal- 
ance their Japan port- 
olios with computer- 
managed funds for both 
bonds and stocks. As 
t 30 September 1986, 
Nikko International Capi- 
lal- Management Co., the 
isset-management unit of 
he Nikko group, was in- 
vesting funds of nearly 
_ -¥900 billion. 
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dealing these days, at 
_ home and abroad. Daiwa 
was the only one of the 
‘our to increase its domes- 
ic —_ bond-underwriting 
business in 1986, though 

total was still a lot less 
than that of Nomura. It is 





Competition in the domestic market is “very severe,” ac- 
cording to Masaharu Yonezawa, general manager for the in- 
ternational planning and development of Yamaichi Securi- 
‘ties. “Even if we are one of the Big Four this year, next year 
we don’t know.” Looking to the future, Yonezawa sees room 
‘for expansion of what he calls Yamaichi’s “minor role in 

quity markets in foreign countries.” 

. The domestic market is still the main draw for big Japan- 
ese investors, Yonezawa says. Yamaichi Securities — and | 
the other three — wants the Japanese Government to lift the 
restriction barring securities companies from foreign-ex- 
change transactions. Yonezawa sees forex as a “natural ex- | 
‘tension of our business,” though Japanese banks see it as | 
their exclusive territory. If the big securities houses do get 
eir way with forex trading, that could mark the beginning 
f large-scale purchases of foreign shares by Japanese invest- 
‘ors who would protect themselves with forward cover on ex- 
change rates arranged by their brokers. 

Of the four, probably Yamaichi has expanded most in 
Asia. It has offices in Hongkong, Singapore, Seoul, Peking, 
‘Sydney and Melbourne, and later this year plans to open in 
Bangkok, Jakarta, Kuala Lumpur and Shanghai. 

Nikko Securities sees investment technology, as it relates 
to portfolio theory, as one area of future expansion. Accord- 










Daiwa. Securities is - 
pecialising more in bond 


mana a : 
lead-managed issues accounting for ¥562.8 billion. In, the 
domestic Samurai bond market (for public bonds issued in 
yen by foreigners), Daiwa brought nearly half the total issues 
to the market in 1986. + 
Daiwa claims, too,.to have pioneered the Shogun bond 
market, for bonds issued by foreigners in Japan to raise US 
dollars. Since this market got off the ground in August 1985, 
Daiwa has lead-managed seven of 15 issues. And Daiwa is a 
dominant placer of shibosai or yen-denominated bonds 
which are privately placed by foreigners in Japan. Of the 
| four, Daiwa has the biggest share of foreign bond issues in 
| Kya, and has also listed the most foreign.companies on the 

E. jos 

Nomura is probably more innovative. The biggest of the 
four puts into its we-were-first-category bonds issued with 
detachable warrants.in the Tokyo market and a range of com- 
plicated investment techniques in overseas markets. Notable 
among the latter are the first “heaven-and-hell” issue, a 
US$100 million forex-indexed swap issue for IBM Credit 
Corp., a US$50 million US Treasury—indexed issue for Mit- 
sui & Co. (USA) and a US$100 million New York Stock Ex- 
change stock-indexed issue for the same company. 

The bait enticing investors to swallow all of these iss 
was a gamble on higher returns with little downside risk. Be- 
cause of the draw of the gamble, yield on the bonds is low, 

“making the issues cheap 
for borrowers. ` 

Nomura perhaps 
should:not draw out in the 
field too far from its rivals. 
Some foreign securities 
analysts comment that in 
most Japanese industrial 
sectors, only rarely does a 
single company lead the 
pack by a marked dis- 
tance. Whether by official 
design or an accident of 
custom, the pattern is for 
a group of three to five 
companies to dominate 
—~ together. Some in the 
industry say Nomura’s 
wings are ready for offi- 
cial clipping. Its enor- 
mously high profits donot 
endear it to the public at 











facturing companies — 
and their staff — are 
buckling under the weight 
of the yen’s revaluation. 
From now, the move- 
ments of the four in inter- 
national markets are 
bound to be a focus of not 
just Japanese but global 
attention. In the year 
ended 30 September, the 
four boosted overseas 
staff numbers by 150% to 
3,696. And their overseas 
subsidiaries earned record 
profits from heavy Japan- 
ese buying of foreign 
bonds.and an expanding 
Euromarket. Total pre-tax 
profits of the four’s over- 
seas operations ballooned 
by 230% to US$553.5 mil- 
lion. — Bruce Roscoe 

























time when many manu- | 


‘APRIL 1987 w FAR EASTERN ECONOMIC REVIEW 
















the art of 
fitting in... 


< research manager of a British merchant bank 

-EÀ pondered the question of further secu 
MP" liberalisation in Japan and said: “Oh, we 
| definitely be crippled if brokerage comm 
| freed up.” He is not alone: 36 foreign’sec s companies 
-now have branch licences in Japan, and 30 or so more appli- 
cations probably will be approved this year. Includit 
‘sentative offices; there are now more than 150 foreign securi- 
ties companies in Japan (more than the number of foreign 


banks). oe, 
in’ 1971» Merrill 


Tokyo 
ies-market 
ould quite 


Their entry into Japan was permitted 





“markets through a network of securities subsidiaries, are 


on rates were © 





ecurity Pacific Corp., and Sogen Secu 
bank Société Générale. 
Japanese city banks, which operate in overseas capital 







seeking the same freedom as foreign commercial banks to: 
gage in securities business in Japan through 50%-own 
offshoots. At present they cannot own more than 5% ofa | 
securities affiliate. 
‘The question of how fast to shrink the dividing line be- 
tween the two industries is one of the most perplexing prob- 
ms for Ministry of Finance (MoF) officials. All agree th 
bloodbath for business would result, with the smallest oper 
tions losing the most. : 
While liberalisation in a number of area 


















“gradually, the principles gover 


one formula makes anyone hap 
tional treatment, for exampl l 
panies, on the basis of their perf -Japa 
need to be admitted to the Tokyo Stock Exchange ( 
fore new foreigners were able to join. That would be 
ble for companies, such as Salomon Brothers, asp 


membership. Similarly, reciprocity could mean freeing 

























1 snch arrived first, in July 1972, 
|_| after’a six-year interval 
‘was followed in quick succes- 
sion by Vickers da Costa, 
Bache, Smith Barney and Jar- 
dine Fleming. 
The rush into Japan, how- 
ever, has occurred since 1984, 
when. it seemed certain that 
| ‘Tokyo would open up its stock — 
‘| exchange to foreign members, 
and obvious that Tokyo was 
emerging as a financial centre 
that would match London and 
New York. Survival in the 
global capital-markets game 
now means being able to offer 
head-office capabilities in all 
three centres. 
As fast as the foreign pre- `| 
sence has grown, it nowhere 
‘near matches Japan’s presence 
overseas. In London alone there 
are about 50 Japanese broker- 
age houses dealingin securities 
ıd about 30 banks owned fully 
„tin part by Japanese interests. 








g offices in Tokyo: status quo. 
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As competition intensifies 
in Tokyo, the foreigners operating in Japan are not screaming 
so much about closed markets. In a way, they have become 
like little Nomuras and little Daiwas. Now that their position is 
established, they appear to want to preserve the status quo. 
They have learned that itis easy for those who operate in con- 
trolled markets to enjoy controlled profits. 

They are competing mainly against themselves, not yet 
having rooted down firmly enough to offer serious competi- 
tion to larger Japanese houses. Nikko Securities, for one, 
says it does not at all regard the growing number of foreign 
houses in Tokyo as a threat. The real territorial threat to Ja- 
panese securities companies, Nikko says, is posed by Japan- 
ese city banks which, at a time when interest-rate liberalisa- 
tion is raising their funding costs, are envious of the fat profits 
of the brokerage houses. 

Barriers between the banking and securities industries are 
gradually being broken down, with Japan agreeing to allow 
50%-owned subsidiaries of foreign banks to. operate in 









among them L. M. Securities, of Chase Manhattan Bank, 
| which also owns the British brokerage house of Laurie, Mil- 
bank; Vickers da Costa, of Citicorp; Hoare Govett Japan, of 







































Tokyo. At the last count there were nine such subsidiaries, . 





mission rates as London has done. That would put some for- 
eigners out of business. 

TSE membership is now restricted to 93 companies, of 
which six (Merrill Lynch, Morgan Stanley, Goldman Sachs, 
Vickers da Costa, Jardine Fleming and 5. G. Warburg) are: 
foreign-owned. Like Tokyo, the TSE has run out of space. 
TSE officials say more computerisation of trading will open 
up enough space for perhaps 10 new entrants in the next two 
years. Because non-members must pass on some of their 
commissions to members through which they place business, 
members will always be more profitable. 

A freeing-up of the rules governing the volume of Japan- 
ese Government bonds sold to foreign firms is one of the next 
most awaited liberalisation moves. Salomon Brothers Asia, 
which this year increased its capital by US$300 million te 
¥51.1 billion (US$340 million), making it the fifth-larges' 
securities company in Japan after Yamaichi, is allocated le 
than a tenth of 1% of the Japanese securities companie: 
lotment of 10-year government bonds. A syndicate of Japani- 
ese brokerages decides who gets how much. 

Smaller foreign firms appear to be counti 
ity to find market niches. If they find the 





won their abil- 
hey may be dil- 














Trade financing? Syndicated loans? International securities? 
in these'and other areas of international banking Saitama. Bank 
has established its capability and credibility worldwide. For over 
40 years we’ Ve built our $0 id base: 4r sound banking system in 


; hnology. Grow together with Saitama Bank —~ sound, 
experienced and flexible in matching its services to new 
banking needs. 


The Japanese bank that helps. you grow 
o SAITAMA BANK 


Head Office: Tokiwa, Urawa, Saitama Pref., Japan 
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The Far Eastern Feo! 


nomic Review is now — 
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AFTER-TAX PROFITS OF FOREIGN 
SECURITIES COMPANIES IN JAPAN 


{¥ million, year-end Sept.) 


Welfare. , 

In the securities industry, each 
foreign firm’s business is regulated by 
a set of individual specifications deter- 







a European merchant bank employee, is rumoured to | 


J nwort Benson, and Jardine Fleming to Barclaysde Zoete. | 
- Arecent lure, dangled bya UScompany before the eyesol 






have included asalary of ¥40 millionand 
a ¥90 million housing loan at just under 
2% annual interest. Some staffoflapan- | 
ese houses are now regularly offering 
| themselves at salaries of ¥40-50 million 














mined by the MoF. Adding to: these 


to foreign tivals. But rather than trade 
each other's stock of staff, both foreign 









specifications requires negotiation 
with the ministry. 





and Japanese securities companies have _ 
begun to recruit young and very bright 










Staffing problems continue to plague 
_ nearly all the foreigners in town. Asif | 
their difficulties in recruiting good Ja- 






| Bache | 
Secuntes] 





Bache Securities (Japan) 








‘employees of Japan's yen hit manuli 
turing industries, such as s 
electronics, and trainthem in- 














: | panese staff away from Japanese secu- 
| rities companies .were not enough, 







Apart from. staff, the major 





|| WA. Garr] W, 1, Carr (Overseas) 









they are. stealing each other’s 


straint in. Tokyo.is space. The A 
Hills office complex, now home r 









staff. ; : 
The telephone time of the best 





more than 10 foreign brokerag 
banks, has helped ease the six 














: ; — 
foreign analysts. and executives in | [sg wees] 5 ¢ Warburg Securities (Japan) | 





but staff numbers of the for 








Tokyo . appears divided roughly. 
tally between advising investors on 








firms are rising so quickly that. a 
few more ARK Hills are going to be. 








_,.tanese stocks, and advising head- 
‘hunters on the ever-rising market 






needed before long, But buildings of 





value of their own abilities. Staff re- 


that scale do not bc he overnight. TE: 
took Mori Building Co. 13 yearsto erect 









cently have moved from Kidder, Pea- 
body to First Boston, Merrill Lynch to 
Bache Securities, Salomon Brothers to 
Morgan Stanley, Bache Securities to 














ARK Hills because of drawn-out nego, 
tiations with landowners, who evens. 
tually had to be offered equity in the 
complex. ~- ruse Rosco — 
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PLAYERS/FOREIGNBANKS 
A vintage year, — 
|perhaps,but 
| problems remain | 


| smd the 77 foreign banks with branches in Japan, 1985 
was a better year than 1984 and 1986 could yet turn out 
to have been better still. But the modest-upturn in. pro- 
ptits — or reduction in losses — that many banks seem 
to have experienced does not indicate i 
a solution to the fundamental problem 
that faces foreigners who try to 
i into the Japanese loan mar- 
et. j ` 

Nearly all banks whose business per-: | 
formance has.improved recently appear |} 
to have increased their profits either by 
rigorous cost-cutting campaigns (often 
involving staff layoffs) or by developing 
new business lines such as dealing in 
foreign exchange and in Japanese Gov- 
ernment bonds. 

The corporate loans that were the 
bread and butter of the foreign banks’ 
business in Japan as recently as two or 
three years ago have either heen delib- 
erately phased out (the case with some’. 
of.the larger US banks) or are yielding » 
far lower profits than before because of - 
what bankers describe as the “almostin- 
c|. visible spreads” between funding costs 
| and loan rates. 












































| topping up the funds available from Japanese banks at times 
| owhen the economy was growing strongly. But lower eco 

|- mic growth and the increasing tendency for Japanese. 
| panies to fund themselves through capital r 
| squeeze lending margins from the early 1980s 0 
“left foreigners in a position of weakness vis-A- 


¿corporate lending done by Japanese city banks is funded : 
‘from the banks’ deposits, leaving only 34% to be funded | 



























Foreign banks enjoyed a strong position as margina 
lenders to Japanese corporations until the late 1970s, often 


3 apa 

city banks, with their lower funding costs and stronger 

tional ties to the domestic market. D 
+ According to one foreign bank source, about 66% of th 


through the call market where interest rates are inevitably. 
higher than those paid on deposits. Foreign banks, with their | 
limited network (usually consisting only of a single Tokyo. 
branch), have never aspired to rival the Japanese banks as 
deposit collectors and have thus re 
mained more than 90% dependent an 
more costly external sources of funds 
Even in the call-money mar 
which provides their main domestic 
funding source, foreign banks claim to. | 
be at a disadvantage because of thes 
tem of borrowing against collateral, 
which in effect serves to support smaller 
and weaker Japanese “local” banks. 
Foreign protests against the “unfair- 
ness” of the collateralised borrow 
system resulted in the opening of a 
ond, non-collateralised, call marke 
June 1985, but rates in this market h 
turned out to be consistently higher 
than those in the collateralised market, _ 
leaving the foreigners with much the 
same handicap as before. The result, ac 
cording to Citibank’s Northeast As 
Division executive, Jim Collins, is that 
foreign banks in Tokyo bave had to take 








ae 














a very close look at their loan portiolios 















bank’s coporate customers. 


portfolios admit that lending is an increasingly 
uphill struggle. 

According to one major European bank, 
consumer finance (which can, and often does, 
include the notorious sarakin loan companies), 
ctoring and leasing are the only sectors in 
- which corporate loan business is still profitable. 
_ Links with major manufacturing companies 
‘may be retained for old times’ sake or in the 
hope of future benefits, but the spread of 0.3% 
between funding and loan costs may often not 
be enough even to cover the bank’s over- 
heads. 

-Compared with the dismal picture presented 
by the corporate loan market, Tokyo’s fast-grow- 





foreign banks with rich opportunities. Bank of 
_ America estimates that 40% of the profits 
earned by the Tokyo branch in 1986 came from 
Oreign-exchange business. Lloyds Bank has 
oubled its dealing staff over the past two years 
and expects to double it again by 1990 — assum- 


z city banks). 


yeculative dealing in the market. 


Se 





Tokyo, 
income from loans has fallen from 75% of total aN 
between 30% and 40% over a three-year period. Bank of 
America reports a 30% fall in loan revenue over four years, | for quality rather than quantity.” 
resulting partly from a deliberate policy of thinning out the 





g foreign-exchange market has presented the - 


Notes: Fiscal year ended 31 March 1986, ' 
Expense and income figures exciide extraordinary tems. Source: Peat, Marwick, Mitchell and Co. 





REVIEWDIAGRAM: 

ng it can recruit and train the necessary number of dealers. | filiate, County Bank. This has been possible n 
t Citibank, which claims to have accounted for 8% of | dealing is one of the few activities open to institutions on both 
_the market when Japan’s foreign-exchange transactions were | sides of the wall dividing banks from securities companies 
irst officially measured a year ago, foreign exchange is the | Japan’s still segregated financial markets. * 
No. 1 profit contributor, in part because of the number of 
wists” the bank is able to offer to its Japanese customers | ness, which includes handling outgoing investments by Ja- 
compared with those on offer from less-experienced Japan- | panese insitutions as well as incoming investments made by 


oreign bankers attribute the explosive growth of the | in Tokyo. Bank of America, which has been waiting more 
yo foreign-exchange market partly to the volatility of the |. than a year to. open a securities company affiliate under its 
en-dollar exchange rate, which kept dealers and their cus- | own name (but using the formula of 50-50 joint venture with 
omers ‘on their toes throughout 1986. However, there are | an outside partner that has been approved by the Ministry of ` 
iso more permanent reasons for growth. The abolition in | - Finance), says not being able to provide a full service to Ja- . 
984 of the antiquated real-demand rule, according to which panese clients making overseas investments isone of the key 
ll foreign-exchange transactions had to be directly linked to 

de contracts, opened the way for arbitrage and even 


Meanwhile, an upsurge in overseas investment by Japan- 
ife-insurance companies vastly increased the amount of _| 
oreign-exchange business related to capital movements. By , 
86, two-thirds of the US$48 billion worth of business done 
in the Tokyo foreign-exchange market is estimated to have . 
been non-trade related. But in London and New York, non- | Tokyo market moves further towards: il liberalisation 
ade business accounts for at least 90% of turnover — so | it looks as if banks may see their business in Japan-increa- 
okyo would seem still to have plenty of room for growth. 
Foreign institutions which have so far led the way in the 
kyo forex market claim to have been consistently ahead of 


under which a 
currency at gu 
Westminster; 


But Japanese banks may finally be brin ing to bear their 
greater financial and human resources to take a leading posi- 
tion in the market. By early 1986 Dai-Ichi Kangyo had dis- 
placed Bank of America as the top exchange-market trader, 
though Bank of America attributes this to a decision to “go 




















































For the 15 banks which are licensed to do so, dealing in Ja- 
panese Government bonds has been another major growth 


The policy of shedding corporate loan business in favour | area. Bank of America says its profits from this source have 

_ of more specialised lines of business is condemned as | risen three to four times since 1984 and that bond dealing 
shortsighted by the Tokyo manager of Credit Suisse, Paul | now provides its second-largest source of earnings after 

| Hofer, who argues that banks which withdraw from lending | foreign exchange. For Banque Indosuez, one of the original | 

may lose their ability to evaluate Japanese companies, therby | group of four banks permitted to underwrite government 

eventually weakening their capacity to operate in other sec- | bonds, hedging on the bonds futures market (which is now 

tors. Credit Suisse and a handful of other big European larger than the Chicago financial futures market) has pro- 

- banks, including Deutsche Bank and National Westminster, vided an important extra dimension to the bank’s activities. 

have stepped up lending over the past 18 months in striking 

contrast to US banks. But even the handful of major Euro- | bank branches as their bond-dealing. “window.” National 

pean banks which appear to believe in maintaining big loan | Westminster deals in bonds through its merchant-banking ° 





Not all foreign banks, however, have chosen to use their 






HOW THE BANKS FARED 


{Fiscal year 1985) y 
(bition) Q 2,000. 4,000 6,000, 8,000 10,000 12,000 14,000 16;000 








Loans and 
discounts 








by Ricky Hui and tyan Kwong 


because bond 


How to get a stake in Tokyo’s burgeoning securities busi 


foreigners, is one of the main problems facing foreign banks 


andicaps it faces in Tokyo. : : 
Other banks have chosen not to use their own names but 
to enter the securities business via securities company: af- 
filiates, as in the case of Citibank’s acquisition of the London 
Stockbroker Vickers da Costa, or Banque Indosuez’ take- 
over. of W. I, Carr. hog gao 



















xo Straddling the two sides of the Article 65 barrier repre- 
sents a major challenge for all foreign bank groups, but as the 
























singly as a single entity; not as two distinct kinds of activity 
marked by widely contrasting business conditions: .. š 
















: pan, even before the bottom dropped o out of the US 

§ dollar and other dollar-linked currencies, has long been 

aw seen as one of the most expensive destinations on the 
globe for foreign tourists and businesses. 

Now, with the dollar having shed 50% or so in little more 

than 18 months, the cost of working in or visiting Japan has 

risen to the point where the only reaction from the newly 

landed is generally a confused, lopsided smile, a continual 


-| shaking of the head and a stoic acceptance of shorter-than- 


expected visits, blown expenses and nasty notes from unbe- 
lieving accountants back home. 

ut for visitors, expatriate managers and overseas con- 

ployees, there is always a “back home” where escape 


rom exorbitant prices is possible, or there are allowances to” 
reconcile prices at least to some extent between those at 


home and those in Japan. For the Japantes, however, there 


he Japanese do not enter thei 

res and car dealers think 

Id be a third of the price ath 

l ialf or a new Mercedes ¢ 
‘tance in comparison. se 

Pu they do have to pay the prices 
d, when they decide to borrow to | 
reater prices. Among the mo exor 
e cost of consumer credit probab 
As little as four or five ye: 
had yet an noth 


supermarkets, 
arof peanut 


P 
an companies or the simple * 
her, son or daughter, driven un 


toese 
strong-arm collection tactics of a semi-shady con- 


an company. 


< The government, rarely known for precipitate action, fi- 


nally moved in November 1983 to slash the then current 
iaximum interest rate allowed on consumer loans from 
"109.5% to 73%; and.three years later, on 1.November 1986, 
cut the maximum rate further to 54.75%. By the end of 1988, 
-a further reduction — to 40% —is envisaged, pending adeci- 
sion of the Diet. 

In the interim, the number of sarakin offering credit with- 
out equally matching collateral to the ordinary borrower 
plummeted from 220,000 to 48,000.and the number of sara- 
kin-related horror stories in Japanese. newspapers has de- 
clined even more dramatically. The courts have taken an in- 
creasingly tough attitude towards harassment of debtors and 
have ruled several times that usurious rates can no longer be 
charged. 

But even the largest sarakin ‘still charge in the 30-40% 
range and, for the individual or company without collateral, 
¿| Most press the top end ofthe scale to the limit. People stili 

{ disappear, commit suicide or go.bankrupt, but the numbers 
are down and so is the apparent social concern. ._- 

‘The profit numbers are down for the formerly high-flying 
loan companies as well. Both Japanese. and foreign commer- 
cial banks, previously the major-bankers.of the sarakin, pull- 


__ | ed their loans and drove thousands of the smaller companies - 


out of business — and many of the larger into mergers — 
once the government had deemed the business les: 
“tractive. The sarakin, not allowed to take depos are essi 
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“when the banks would only lend to. them at up to five times 
the going prime rate, even 73% often made margins unvi- 
able. Profits became losses and only the most tenacious sur- 
<vived the cut to 73%. es 

At 54.75%, several more are likely to find difficulties in 
coming months; but the majors, it appears, have been able to 
trim costs enough to keep their upper-floor loan shops 
operating, albeit in much reduced numbers. 

To fill the gap, commercial bankers, long loath to bother 
with small loans to ordinary consumers, have set up sub- 
sidiaries or taken equity positions in the more reputable of 
“the sarakin to operate their own consumer-loan divisions — 
-at high interest rates and with much less flexibility than the 
<sarakin — and credit-card and instalment-credit companies 
-have taken a larger slice of the consumer-credit market. 

But credit has never been a popular thing in Japan, and 
even the most conscientious firms are sure to keep their of- 
fices well above ground, in out-of-the-way buildings, so pros- 
pective borrowers can do their business as far from the public 
eye as possible. One US company, used to street-front, walk- 
DAVID JENKINS 


























rw rking capital and 





arassment 

e ment in 
leagues and neighbours, have 
and a morejequitable availability of more reasonable credit 
has been achieved. Consumer-debt-related suicides, bank- 
ruptcies and “disappearances” have fallen‘and the Japanese 
public has become much more aware of credit alternatives, 
an MoF official pointed out. 

Indeed, the ministry’s contention can be borne out in sev- 
eral areas. Consumers have become more sophisticated and 
reasonable credit terms have become a valid selling point for 
many products. 

BMW Japan has increased its share in the Japanese vehi- 
cle market simply through making easy credit terms — most 
often 7.8% — to prospective car buyers; other foreign car- 
makers are looking at similar schemes to attract buyers. 

A Japanese car, purchased on credit at interest rates of 
20% or more — from one of the large. consumer-loan com- 
panies or from the car company’s own financing division —is 
often more expensive over three to five years than a foreign 
model nominally priced ¥1-2 million higher, but offered at 
better lending rates. Even some of the Japanese credit lend- 
BOB FOLEY 








|Shopping for the basics (left) and luxuries: limited credit options for the majority. 


































in shops where borrowers could slip in after a short walk from 
the office, found its Japanese business floundering when 
prospective borrowers in Japan avoided street-level offices 
almost completely. Moves to “less desirable” offices in- 
|- creased business markedly. 

And perhaps the recent boom in credit cards and instal- 
ment plans can be linked to the fear of being discovered bor- 
< rowing as well. The casual observer cannot see the balance 
owing when one hands over the plastic, and privacy is some- 
what more secure when little more than a signature accom- 
> panies obtaining a short-term loan. 


redit-card companies, charging rates in the 13-18% 
( range, have more than quadrupled their share of the 
consumer-credit market in the past five years and ap- 
pear likely to add to that share as they relax income limits on 
cardholders. But students, housewives and the chronically 
poor still have almost nowhere to turn but to the least-reputa- 
ble, and most expensive, sarakin. 
There, a loan of ¥500,000 (US$3,300) still can easily cost 
-¥1 million or more to repay over a few months — far more 
when stretched over years — but with few alternatives, the 
collateral-less have little choice but usury. 
Overall, however, the Ministry of Finance (MoF) is 











ers have taken note of the anomaly and have begun offering 
loans within three to five percentage points of the BMW 
level. ` 

Japanese banks, however, remain largely closed to theor- 
dinary borrower. Perhaps the best example. of the trouble 
trying to obtain a bank loan is that of a small company in 
cash-flow difficulties:needing a few million yen to meet the 
payroll while accounts receivable remain healthy, but tem- 
porarily uncollectable. 

“Well, X-san,” the scenario — which sounds apocryphal, 
but is not — goes, “just place ¥3 million in-your company ac- 
count and we'll gladly lend ¥3 million to get you over the dif- 
ficulty.” An explanation that having ¥3 million to place in 
the account would obviate the need for the loan, is not what 
the loans manager requires to release the money. 

Thus, the sarekin, with his more flexible attitude, and 
much, much higher rates, remains firmly in business and bor- 
rowing in Japan remains just as costly as buying a coffee in a 
hotel restaurant in the Ginza. oo 

But for a non-Japanese visiting or working in Japan, the 
cost of borrowing is one Japanese price which really need not 
be a concern — the vast majority of sarakin would rather give 
the money away than lend it to a foreigner without a Japan- 
ese guarantor. eye — Darryl Gibson 
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JAPAN FINANCIAL 
REPOR 


Published Fortnightly ... 
The Most Authoritative Newsletter Of Its Kind... 
nn AE Newsletter UF its Kind 


We take great pleasure in introducing the JAPAN FINANCIAL 
REPORT, a fortnightly newsletter written and edited by Richard 
Hanson and distributed and marketed world-wide by the Far 
Eastern Economic Review, Asia's leading business/news 
magazine. 


Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principal source of inside 


information on Japanese banking, business and finance for people 
with a need to know. 
























APAN FINANCIAL REPORT 


Hanson Uniquely Qualified... 


Hanson a long time resident of Japan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
frequent appearance of his articles in the Far Eastern Economic Review, 
The Financial Times and The Times of London among other prestigious journals. 


Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 
which can help you chart a safe course through the labyrinth of Japan's financial world and at the 
same time provide you with an unparallelled insight into the workings and thought process of the 
Japanese Ministry of Finance and the Bank of Japan, Japan’s central bank. 
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From the right vantage point, your vistas extend 
to even distant markets. Let's look them over together. 


he deeper your insights into a coun- 

try and its economy, the better your 
prospects in international business. Take 
intelligence on optimum modes of payment 
and methods of financing, for instance. To 
support your foreign commitment success- 
fully, your bank partner must be able to 
provide such information firsthand. 

That’s why DG BANK has steadily 
expanded its international network of 
branches and subsidiaries in major finan- 
cial centers. In addition, we maintain corre- 
spondent relations with some 3,000 banks 
worldwide. As a member of the UNICO 
Banking Group, DG BANK cooperates 


































































































closely with six large West European banks. 

To its international presence, DG BANK 
adds a universal range of services: from 
foreign exchange cover to Euroloans, from 
export financing to bond issues, from invest- 
ment counselling to assistance in entering 
new markets. Whatever your needs, our fast- 
action policy ensures that you rapidly get to- 
gether with the right people and lose no time 
in analyzing all the risks and opportunities. 

DG BANK Hong Kong Branch, Admiral- 
ty Centre, Tower Two, 9th Floor, 18 Harcourt 
Road, Hong Kong, Telephone: (5) 2927 15, 
Telex 76498 dghk hx. 

DG BANK Singapore Branch, 6, Battery 































































































































































































































































































































































































































































































































































































































































































Road # 40-01, Standard Granero 
Building, Singapore 0104, Telen! 
2239711, Telex 34559. 

DG BANK Tokyo Representative C 
Daimon Sano Building, Sth Fleor 
Shiba-Daimon, Minato-ku, Tokyo 105Je 
Telephone (3) 433 69 04, 

Head Office: DG BANK 
100651, D-6000 Frankfurt arr 
phone: (69) 7447-01, Telex 4% 

Offices in: New York, Lo 
Rio de Janeiro, K 
Luxembourg, Zurich, Budapest 
















The broadly based Bank, 


















































































alobal investment banking 


-Yamaichi can provide the focus 
to make sense of today’s global 
markets in terms of your own 
personal or corporate financial 
needs. We offer a full range of 
nancial services from broker- 
age, portfolio advice and fund 
janagement to innovative cor- 
orate financing, mergers and 
cquisitions. 


ith a securities and invest- 
ent banking network that 
cludes memberships on the 
New York, London, Hong Kong 














When Opportunity Knocks, 
Where Do You Go from Here? 























and Tokyo Stock Exchanges, 
Yamaichi is actively meeting 
the many and varied needs 
of our customers on major 

markets worldwide. 


Fund raising and 
investment in Japan 


In our long experience in cor- 
porate finance, Yamaichi has 





Financial strength where you need 


YAMAICHI 


YAMAICHI SECURITIES CO., LTD. 
Yamaichi International (H.K.) Limited. 12th Floor. Hutchison House. Central. | Hong Kong Telex: 73747 Tel: 5-248014 


Singapore. Sydney, Melbourne, Seoul, Beijing. New York, Los Angeles, Chicago. Montreal, London. Amsterdam, 
Frankfurt/Mai in. Zurich, Geneva, Paris, Bahrain, Milano 





























done business with nearly all 

of Japan's leading companies. 
The result has been a singular 
in-depth knowledge of Japanese 
industry that can be particularly 
useful if you are seeking new 
sources of funds, investment 
advice, and business tie-up or 
MGA assistance. 


24-hour information service 


Our comprehensive TIS on-line 
information processing system 
can be your source for timely, 
in-depth financial information 
from world markets. It can also 
bring you valuable analyses 
from the Yamaichi Research 
Institute. 

To find out more, drop by 

any Yamaichi office. 
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injuku district; government AIDS committee visits National Cancer institute in US: panic and discrimination. 











By William Wetherall in Tokyo 
Als became a minor issue in Japan 
in 1983, a bigger one in 1985, and 
officially a real problem only this year, 
when a Japanese woman died of the dis- 
ease. Japan’s escalating concern about 
AIDS has been fuelled by the irrational 
fears that usually race ahead of 
rumoured epidemics, cause panic, and 
poo discrimination against mem- 
ers of high-risk groups. 
: v Japan’s Health Ministry has so. far 
recognised 36 cases of AIDS: 11 in 1985, 
14 in 1986 and 11 as of mid-March this 
year. Twenty-four patients have already 
died. Another 4-11,000 people are 
thought to be carrying the AIDS virus. 

All but two of Japan’s 36 AIDS pa- 
tients have been men — 22 who were in- 
fected. through imported. blood pro- 
ducts, 11 homosexuals (including three 
foreigners), and one man who died be- 
fore the path of infection could be dis- 
covered. Both of the women have died. 

No AIDS cases were known in Japan 
in. 1983. Japanese associated the disease 
entirely with American homosexuals. 
So up went signs reading “Japanese 
Men Only” on several straight and gay 
bath houses, massage parlours and 
saunas. 

The stated motive for this discrimi- 
nation was hygiene over profit. The real 
motive was to keep the patronage of 
mainstay Japanese customers, who 
might stop coming if word got out that 
the attendants were servicing skinny, 
feverish, hollow-eyed aliens — “might” 
because, as one joke puts it, clients 
turned on by the risk would pay 
more. 

The first AIDS cases in Japan were 


; Japan curses Gaijin | 
and AIDS still spreads 





recognised in 1985. Half were 
haemophilliacs who had been infécted 


-with blood products imported main! 


from the US. So the Ministry of Healt 
told Japan’s drug companies to sterilise 
all possibly contaminated foreign blood 
coagulants. It also launched a long-term 
drive to increase the rate of domestic 
blood donation to the point of self-suffi- 
ciency. US forces in Okinawa, while 
claiming that none of their personnel 
were infected with AIDS, ordered a ban 
on donating blood for use in local hospi- 
tals, to avoid any blame ‘for cases of in- 
fection through transfusions, 

A mini-AIDS panic ensued in 
November 1986 after a report from the 
Philippines said that a Filipina AIDS 
carrier had gone to Japan. The woman 
was working as a prostitute at a Mat- 
sumoto:city night club. Japanese mass 
media showed no concern for her pri- 
vacy. Sunday Mainichi, a major weekly 
news magazine, wrongly reported that 
two other Filipinas who had worked in 
Japan were AIDS carriers. The 
magazine corrected the story, but it was 
sued by the Japanese men who had em- 


| ployed the women. 


Kobe, a major seaport on the Inland 
Sea, became the focus of the current, 
more genuine AIDS scare from 17 
January this year, when the Ministry of 
Health reported Japan’s first female 
AIDS victim. The 29-year-old woman, 
who died on 20 January, had apparently 
lived with a bisexual Greek sailor for 
about one year. She then became an 
habitual prostitute. who reportedly had 
sex with about 100 men before being 
struck by the symptoms, which con- 
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_fused one doctor after another uot fie 
nally they were diagnosed as AIDS, 
The ‘busy international port of 1. 
million (including about 40,000 reside 
aliens) exploded with alarm, By mide 
February, Kobe city had produced o 
200,000 handbills, pamphlets, and pe 
ers to allay public fear, An AIDS 
line received. over 100,000. call 
nearly 20,000 people visited health: ¢ 
sultation centres. Between 18 Janu 
and 28 February, 8,443 people 
quested AIDS antibody tests. All 7. 
blood samples processed by the enc 
February were negative. i 
The Kobe woman’s death provoi 
some critics to call AIDS anot 
kurobune (black ship), anal 
the American “invasion”: by Com 
dore Perry in 1853. If Japan is the inn 
cent. victim of an alien social discas 
then the spread.of AIDS in Japan can 
l blamed on foreigners and Japanese 
| sexually fraternise- with foreigners, 
on Japanese infected by fore) 
blood. A 





m™ ome sex-related businesse 
posted signs which sa 
est English: “Gaizin off-limt 
the politest Japanese: reign gue 
will not be invited in.” The crude En 
lish assumes that alien pleasure- 
have been in Japan long enough toh 
learned the native slur for themuecly 
The polite Japanese could only have 
been intended for Japanese busine 
men whe might wish to show the 
foreign partners the local sights. 
The media’s response to AIDS h 

been both massive and sensational. Ye 
AIDS information and advice in ev 
the pulpiest tabloids and magazine 
have generally been reliable. 
| On the other hand, some of the mast 

responsible efforts to dissemi 
| about AIDS have also been © 
| 
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spreading. xenophobia, A J 


P 
AIDS documentary by NHK si 








Japanese cities, complete with the un- 


conventional spelling of gaijin (outs | 





sider), which is popularly used to mean 
oreigner” as defined by racial appear- 
ances. 
- Shukan Playboy, a popular young 
men’s weekly magazine, coated ‘its 
alatable prophylactic advice with 
éless racist humour: “When in a 
disco, beware of men with bows and ar- 
ws, green monkeys, and women who 
me with gaijin. And don’t forget your 
doms.” The illustration’ with. this 
xt showed a naked black man, looking 
rocious, oh 
The same article warned its-readers: 
Casually ask your date if she’s ever had 


is, East Africans, merchant 
arines, American military personnel, 
ople with weak bodies [alluding to 
‘mophilliacs] and homosexuals. Also 
quire if she’s had sex with [Japanese] 
n'who have been abroad on business. 
wary of women who like reggae, 
ince, Michael Jackson, African music, 
d Black contemporary.. Special. cau- 











d frequent discos where Blacks hang 


Most AIDS articles, though, do not 


ooking for 
\IDS, Joe? 


By Freddie Balfour in Manila 
essic, whose real name. is not 
known, is one of 21 “hospitality 
Is” —- the Philippines’ euphemism for 
prostitutes —~ to be identified as a car- 
ier of AIDS. Health officials say that at 
east 14 of ‘these women continue to 
work in hospitality bars. Tessie cer- 
ainly does. 
Of the 21 women, doctors have lost 
k of six. Since none of the women 
ve developed AIDS symptoms yet, 
hey are not, in the view of the Health 
try, clinically sick, and have the 
ht to work as they choose. “Legally, 
can’t stop them,” says Horacio Ser- 
erino, “The best we can do. for now is 
ounsel them and persuade them to 
ractise safe sex.” 
_ It sounds a bit like'an oxymoron, safe 
the sex trade. Men do not like to 
condoms,.and the women can ill af- 
to refuse 'a customer who will not. 
dded to this.is confusion over the dis- 
, even among the women who are 
n follow-up checks by the Health 
Ministry. Dr Virginia Basaca-Sevilla, 
eaking for the ministry’s AIDS. pro- 
mme, said one woman called her up 
day asking if she was really sick. It 
cult for them to understand anin- 










































‘with Whites, Blacks, Central Ame- 





.panese are becoming AIDS. carriers. 
And the butt of most AIDS humour in 
Japan is the hapless Japanese male buy- 
ing sex overseas or at home. 

When a deadly epidemic strikes, and 
limited resources must race against 


_ time, it makes perfect medical sense to 


screen known high-risk groups first, Al- 


«though AIDS is far from becoming an 


epidemic in Japan, fear of its spread has 
led toan AIDS control law bill that 
some . critics feel unnecessarily in- 
fringes on human rights. 

As drafted now, the. AIDS. bill.re- 
quires «prefectural governors‘to take 
steps to curb the spread of AIDS in local 
areas, and it authorises them to recom- 
mend or order tests or treatment under 


‘the Infectious Diseases Control Law. 


The bill also calls for modification of the 
Immigration Control Law and the Re- 


_ Rather they advise caution among even | f 
the purest Japanese, because more Ja- 





Ty who have tested positi 
AIDS. antibody. Nevertheless, 
Japan apparently will not attempt to 
screen all foreigners entering the coun- 
try. o; i 
The AIDS law would oblige doctors 
to report the age, sex and the source of 
infection for all patients they diagnose 







tas being infected with AIDS, and toad- 
_ Vise these patients or their guardians on 


how to prevent the spread of the virus. 
Doctors would also have to report the 
name and address of any infected pa- 
tient they think might not heed their ad- 
vice or might infect others: 


nfected people would have to follow 
their doctor's advice. And the law 
would prohibit them from engaging in 
“acts which carry a high risk of infecting 
another person with the AIDS antigen” 
like donating blood, or sex. 
Doctors and public officials who 
withhold information about infected 
people would be subject 
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is needed with women who like soul |} 


























| Olongopo hospitality giris: testing prostitutes for AIDS. 





|. to amaximum prison term 
“of “one year, ora’ ‘fine 
1. of Jess. than ¥300,000 
(US$1,983). People who 
either refuse a governor's 
order to submit to a medi- 
cal examination, or who 
give false answers to 


<- US$90,000 and close to 
17,000 people have been 
tested, including some 
14,000 hospitality giris 
working in Olongopo and 
in Angeles City, site of the 
Clark Air Force Base. The 
testing, which has been fo- 
cused on hospitality girls, 
has also been conducted 
in Baguio, Cebu City, 
Davao, Hoilo, Bacolod 
and Zamboanga. No čar- 
riers were identified. 









fection which they can neither see nor 
feel. 

According to World Health Organi- 
sation spokesman John Laird, AIDS 
still ranks relatively low among the 
country’s priority medical problems. 
There have been only three AIDS 
deaths in the Philippines, but the vic- 
tims, two overseas Filipinos visiting the 
motherland and one American civilian, 
contracted the disease outside the coun- 
try. No cases related to intravenous 
drug use or contaminated blood transfu- 
sions — the other most common ways in 
which AIDS can be transmitted — have 
been discovered. 

Testing of prostitutes, the first of its 
kind anywhere in Southeast Asia, began 
in 1985. as part of a joint study con- 


| ducted by the US Naval Medical Re- 


search Unit Two (NAMRU I) and the 
Philippines Ministry of Health. 
NAMRU has spent more than 





among the 965 profes- 
sional blood donors and 160 male homo- 
sexual prostitutes tested. 

However, the testing, initiated .by 
the US Department of Defence as a pro- 
tection for US servicemen has pro- 
duced undesirable side effects. Many 
Filipinos interpret the US-funded test- 
ing as a tacit admission of guilt for intro- 
ducing AIDS into the country. 

Anti-US groups have seized the issue 
as a rallying point for the removal of the 
bases. Gabriela, a coalition of women’s 
groups, has mounted a campaign calling 
for complete compensation for the vic- 
tims, and free medical- support for life. 
Adul de Leon, national treasurer. of 
Gabriela, likens AIDS to the European 
diseases. which ravaged indigenous In- 
dian and Eskimo populations of North 
America. “It’s:a throwback to. civilisa- 
tion’s old crime, where a more de- 
veloped people infringes on a less-de- 
veloped people,” she says:: 


































ion questions, woul sul 
ct toa fine of not more than ¥ 100,000. 
Critics charge that provisions for the 
protection of human rights are inade- 











munity can contain AIDS without a spe- 
| cial law. Others think that AIDS needs 
to be classified as an infectious disease 
for purposes of collecting epidemiologi- 
‘cal data, but that failure to explicitly 
protect the privacy of infected individu- 
als would drive possible carriers-under- 
ground, and hence defeat the law’s pur- 
pose. 
Earlier drafts of the bill were more 
obsessed with exclusion and’ punish- 
ment than the current version, ‘which 
-| still fails to protect the social rights of 
-Reople affected by AIDS. Shohei 
| Yonemoto, a specialist on the- ethical 
problems that arise between society and 
the life sciences; has observed that “the 
biggest difference in the AIDS debates 
in Japan and the United States is that, in 
apan AIDS patients are discussed’ as 
»vatOugh they were objects of hatred who 
would spread a fatal disease, whereas in 
the United States they are seen as 











Haemophiliacs dislike the bill be- 
cause they feel that it would increase the 
discrimination they already face. They 
do not want to be put in the same cate- 





Gabriela has sent a letter to US Sec- 
retary for Defence Caspar Weinberger 


and for complete compensation for the 
Filipina AIDS victims and. their 
families. According to de Leon, Es- 
tanislao: Cesa Jr, a local Olongopo local 
lawyer, is: preparing a suit against the 






the “women of Olongopo.” 





“}oprotective measures against AIDS, in- 
¿cluding a new law passed on 18 
November, requiring all applicants for 
“immigrant, working or student. visas to 
_ undergo AIDS testing. In late 1986 the 
Ministry of Health asked Gen. Fidel 
Ramos to seek a guarantee from the US 
to ensure that all US servicemen sent to 
the Philippines are AIDS-screened, 
The. Philippine Red Cross has been in- 
structed to refuse any blood from 
foreign donors that has not been tested 
for AIDS. i ; 









p rotecting prostitutes — and their 
customers — from the disease is hin- 
dered. by a basic economic problem. 
The women who work in bars often sup- 
port families in the provinces, who have 
little idea how their daughters or wives 
actually earn their money. Attempts to 
find other jobs for the carriers havemet 
with little success. Some are still.teen- 





agers, who lack the education.or skills - 


that would enable them to. find other 
| jobs, but even the more educated and 
| experienced find it impossible to find 





DNOMIC REVIEW a 9 APRIL 1987. 


quate. Some feel that the medical com- 


weak people who need social protec- 
tion.” ay 


. Calling for the removal of the US bases: 


US Department: of Defence on behalf of 


. The government has taken some 








et 22 of Japan's fir: 


haemophiliacs are just as capable of 
spreading AIDS as other carriers, es- 
pecially if sexually active. 

The newspapers on the morning of 
17 February reported the case of a 
Kochi prefecture woman who had con- 
ceived a child after she had tested posi- 
tive for AIDS antibodies: The woman 
had been infected by a: haemophiliac 
man-she had dated before her marriage. 
The Kochi woman- is 20, and the man 
who infected her is 27. A second woman 
the man had sex with tested negative. A 
third refused to be tested. The where- 
abouts of a fourth is unknown. And the 
man, now hospitalised as an AIDS pa- 
tient, had visited a number of massage- 
parlours: Also in Kochi prefecture, a 
28-year-old haemophiliac AIDS carrier 
infected a 22-year-old nurse. Two other 
women with whom he had sex tested 
negative. 






have been. haemophiliacs. And infected ` 





spi n ssentially the same a 
does in other countries. Although 
AIDS is not easily transmitted t ge 
heterosexual intercourse, the cance 
of being infected or infecting some- 
one else quickly increase when one is 
sexually active and” has multiok 
partners. 
The Kochi cases also show that 
when a-carrier is discovered, otrall 
artners can be identified or located fo) 
ollow-up: purposes. Even when ihe 
identities of .known partn ar 
scrupulously kept from. the public, no 
all partners will cooperate. Thus, i 
tigations based on voluntary t : 
fail to uncover an entire infectio 
work. 
One alternative is mandatory t 
of high-risk “individuals and clo: 
monitoring of all known “carriers. 
Another chéice is public education 
Japan seems to be opting fora mixture 
of the two. i ; 




























































































jobs: that pay as well as prostitution. 

ospitality giris can make as much as 
P1,000 (US$49) a night, almost. the 
average monthly salary in the Philip- 
pines. “The girls make more than Ido,” 
says Basaca-Sevilla. 

The Ministry. of Health considered 
the possibilityof giving the women jobs, 
‘but ultimately rejected the idea, accord- 

ing to Serverino. “The more we test, the 
more cases we are going to:find,” he 
said. “We can’t be employing hospital- 
ity girls forever.” Another suggestion to 
employ girls as gardeners on the US 
bases was turned down, 

Better education’ would help, but 
there are obstacles, such as deeply 
rooted Roman... Catholic. -traditions 

“which strongly oppose any discussion of 
birth control. Some of the women; who 
bump and grind half naked on stage 60 

“hours a week, suddenly blanche at. the 
mention of a condom or vaginal douche. 











An almost religious belief in tt 
promised: land. A: sos CTS 
the attraction: of 
















them: things, 
conde, not AIDS. 
Take 20-year-old Nancy. One min 
ute she sounds like the Seventh Day Ad- 
ventist she was brought up toch 
think it [AIDS] is maybe punish 
from God for being immoral. | car 
face God, sometimes I feel shy to 
the Lord to forgive me.” The next 
nute she is asking this reporter for help 
in writing a letter simply addressed “to 
the man I love.” Nancy explains the 
salutation: “You know the expression, 
‘a girl in every port.’ Well, [have ab 
friend on-every ship” 








“meeting at the. Yongsan-Ku Public 
ith Centre-in Seouls Itaewon. dis- 
ct. Itaewon is well known for its hos- 
pitality to pleasure-loving GIs: and as- 
sorted foreign riffraff. The centre’s.di- 
rector; Dr Helen Chu was lecturing over 
00 prostitutes on health problems. as- 
ciated with their trade. But this time 
theme was.different; Chu:was talk- 
ng about AIDS. Until February, when 
ews of the. first. South “Korean death 
rom: ARC (AIDS. Related- Complex) 
was reported here, AIDS was a foreign 
roblem: since:then ‘the South Korean 
ress and public have been infected with 
worldwide fear of the plague. 
n South Korea, there have been six 








































--None of.the five other cases is close 
to death, or even sick according to Dr 
Kim Moon Shik, who heads the Preven- 
tive Medicine Division at the Ministry 
of Health and Social Affairs (MHSA): 
they, have merely shown positive on 
AIDS blood tests. Three are prosti- 
tutes, who worked near US armed 
forces bases in the southern cities of 
Ulsan. and Pusan, and near the de- 
militarised zone just north of Seoul in 
Uijongbu. The other two are men, re- 
portedly homosexuals who have 
worked on construction sites in the Mid- 
dle East. In addition to these cases was 
that of an American teacher at Yonsei 
University in Seoul, who was returned 
to the US in June 1985. 

The growing number of cases has 
caused alarm, Chu, a nationwide au- 
thority on venereal diseases, complains 
she is. “unable, to get anything done 
these days because of the stream of wor- 
ried telephone calls and requests for lec- 


for AIDS-related: spending has been 
raised from around US$100,000 in 1986. 
to US$4 million this year. AIDS-related 
education. funding will jump -from 
US$4,000. in 1986 ‘to: US$700,000. this 
year.. With-typical entrepreneurial en- 
thusiasm, local drug companies are rac- 
ing to be the first to produce AIDS test- 
ing reagents. 

Most of.the increased funding will go 
to testing-related costs: South Korea 
will be importing 15 new testing 
machines this year,and hopes to spread 
its net of tests across the population. 
Currently, rostitutes . (numbering 
around 100,000) are subject to regular 
VD tests. A growing number is-bein 

tested for AIDS — the three dicacted 
last year were from a total of 10,519 
tested; this number should rise to 70,000 
in 1987. Last year random tests of 2,000 
blood donors produced no positive 
cases; this year the target is to test 1 mil 
lion donors. 











pzs of a draft bill to control the 
E spread of. the virus which: have be- 
come public seem remarkably stern and 
will be difficult to.enforce; The MHSA 
is recommending punishment of two 





tures and educational material on the | years’ imprisonment or fines of Won 2 
















is ‘known: tothe average 
-reader as the subject of some sensa- 
nal headlines: the Islamic bomb; 
jum; Afghan refugees; Islamic fun- 
amentalism, and even the tragic hi- 
cking in September of a Pan’Am jet- 
sr: Popular non-fiction on Pakistan 
ids to be descriptive accounts of the 
riter’s first eae to the country 
r example, Geoffrey Moorehouse’s 
Frontier, Richard Reeves’ Pass- 
ige eshawar, and Paul Theroux’s 
he Great Railway:Bazaar). Analyses of 
conomic: performance ‘and-develop- 
programmes comprise the bulk of 
remaining literature on the country. 
ood ‘anthropological expositions are 
w, and it. is to. this. small. pool that 
'akistan Society is a welcome contribu: 






















rS. Ahmed has written exten- 
Islamic and tribal Society; par- 
in Pakistan's North-West Fron- 










Province where hechas spentia 
mber of years as: a political: officer: 

died anthropology at the School 
riental and African Studies (Uni- 















1; ethnicity and leadership in South Asia by Akbar 
ersity Press, Karachi. No price given. 


versity of London) and is an. adept 
cultural guide, able to explain his own 
culture to outsiders.in terms they. can 
understand. We are shown specific 
threads of social life, which Ahmed 
weaves together with the themes of Is- 
lamic identity, ethnic affiliations and 
orientations, and concepts of power and 
leadership, into a social fabric. 

To Ahmed, who has spent much of 
his professional life among tribal peo- 
ples in Pakistan, the issues addressing 
these minorities are central to one’s 
understanding of the national ethos and 
social structure. The code of. the 
Pukhtuns and attempts at converting 
the Kalash to Islam are not peripheral to 
the state (as a Punjabi or foreigner gen- 
erally concludes), but rather are shown 


-as being the indigenous norms. and 


values which comprise it. 

This implicit assumption, however, 
is problematic. Is the formation and as- 
sertion of ethnicity among tribal groups 
who still live their tribal affiliations 
comparable to those found in Punjab, 
where. affiliation is essentially in name 





only? Ahmed sole attempt to penetrate 
Punjab is an essay on “The Arain Ethic 
and the Spirit of Capitalism,” which is 
unfortunately too short. He’argues that 
the Arain code of frugality, thrift and 
hard work are in large part responsible 
for Pakistan’s: impending movement 
into the World Bank’s category of mid- 
dle-income '. countries. But’ Ahmed 
never explains why Arains, an impor-. 
tant tribe. from Punjab; differ: from: 
the rest of the landed gentry in refrain- 
ing from .“dancing’ girls, or drunken 
evenings listening to poetry, or numer- 
ous marriages.” Sy REE 
After all, Max .Weber argued that 
Islam lacked asceticism, that it allowed 
for indulgences once ritual donations to 
the poor and the mosque are made. 
Then why have Arains leveloped' such 
an ethic? Have they, as a group, been 
able to translate their economic success 
into political. power and leadership. at 
the local level? “Whether the issues 
elaborated in Ahmed’s casestudies on 
the frontier province can be generalised 
or not, they have had an: impact on the 
larger nation-state, 


` "W"he: book-is divided into. three sec- 
tions: Islam in society; ethnicity and 
leadership, and contemporary issues. ‘It 
begins with its most provocative chap- 
ter, an attempt to provide asocial and 








` historic framework of Pakistani society. 















































= , : -deliber- 
“ately spread the disease; one 

columnist has described the 
draft bill as “bureaucratic in- 
- sensitivity at its height.” 
Other measures being consi- 
dered‘are AIDS testing for 
1- foreigners applying for resi- 
odent” visas and. South Ko- 
reans returning home after 
long periods abroad. 

If there were a serious 
outbreak of AIDS in South 
| Korea, stern social and offi- 
| -cial attitudes towards homo- 

sexuality will probably ham- 
-|o per efforts to educate or con- 

trol the spread of AIDS 
among homosexuals; Chu 
feels this is potentially the 

“greatest problem of all.” 

“We. cannot find them be- 

cause so many are under- 

ound; said Kim. “The 



















` with them, 
` rassed by: 





wholesubject. 





| South Korean women welcome visiting US pilots. 





jvernment cannot openly support or, 
help them — they are not quite illegal in 
the strictest sense, but people feel they 
are very wrong. That is Confucian cus- 
tom... . Officially we have nothing to do 
” He was obviously embar- 


i ‘Like the Chinese, Koreans like to 





think that homosexuality is a “foreign” 
problem that does not affect them much 
— when the foreign AIDS victim, a 
homosexual, was deported in 1985 local 
press reports estimated that Seoul’s 


300, an absurdly low estimate in.a popu- 





vibrant 





galistic, and pragmatic; 





-syneretic, eclectic: and 





Be: as spiritual descendants 
CP rangzeb and Dara Shikoh, re- 
spectively. l 





Aurangzeb and. Zia, focuses 
- on Islam and austerity as it 
plays down ethnicity. In. the 
ideal, the ummah (community 





and ethnic loyalties and-em- 


state. Dara .Shikoh and 
Bhutto, however, sought to 
include rival ideologies — 
Hinduism in the first instance, 
socialism in the second — in 
Islam. They depicted them- 
selves as champions of the 
rights of the dispossessed and 
defenders of ethnic groups’ 
identities. Both came to be 
known for their symbolic ges- 
tures.of public affiliation. 
“Bhutto is no longer the 
self-seeking populist man- 








Ahmed:then draws ar histori- 
ogy between the two models and 
the underlying orientations of President 
- Zia-ul Haq and former prime minister 
Zulfikar Ali Bhutto, viewing the: latter 


>The first model, that of 


of believers) supersedes tribal: 


phasises a strong centralised” 


of Au- 















_ipulating elements of socialism and 
Islam to suit his own purposes nor is Zia 


the military autocrat enforcing an or- 
thodox code more austere than the one 
to which most Pakistanis adhere. In- 


stead, both are seen as the successors to 


the dominant types of Muslim political 
orientations which can be traced back to 


tween Aurangzeb and his brother, Dara 
Shikoh,” writes Ahmed. 

A third model, one demanding a 
synthesis between austere pragmatism 
and populism, a product of the colonial 


| 
| 


|. fears about contact with for- 
` eigners have cut busines 







E 
Itaewon districts (dese 
in the local press as catering 
to foreigners’ needs), and 
clients and employees. Ww 
‘identified.” Several 
lishments have closed their 
doors in response to the 
latest wave of anxiety, and 




















| officials. appear 


oe 


1986, and no one with a positive s 
result is allowed overseas, though 
possible that someone could pick u 
disease between the test and taking an 
overseas assignment, Since the tests 
omosexual population was around | began 25 servicemen with AIDS were 
sent home. Dependants and civi 
lation of over 9 million. In any case, the | staff are not required to take the 


experience, is depicted as a chai 
tween Sayyed Ahmad Khan, X 
mad Ali Jinnah and Ayub Khan, 


stical or. ecstatic behaviour,” ac 
to Ahmed. As the pendulum sw 
the kind of antagonism existent be- | tween the tripartite conflict, we n 

surmise that Pakistan is currently i 
| “aggressive ethnicity” period, gi 
recent events in rural Sindh, urban. 
Karachi, 
Ahmadi hostilities. 




















































back in some “straight 
Traewon clubs recently. 
US servicemen w 








“that the threat of infectior 
from US troops is. on. tl 
wane. Tests on the 
armed forces started in 
US and overseas in. Januar 































Moham: 
















and the continuing anti- 


All of the articles in (tht 


were in Journ 
papers that are difficult t 
quire outside of the Subcontt 
nent. Despite. bemg com 
prised. of, disparate” arth 






othe book, to a large- extent 


has aninternal cohesiver 
The hues of Pakistani societ 
are exposed in each pieg 
which together create-a com 
posite social picture, 

The book contains 
studies of particular gra 
These are uneven al Om 
some being solid schol 
tributions while .oth 
journalistic: portraya 
fourth chapter Ah 
cally outlines aper 
dent which 



















ngcertai 

people. Ahmed places this incident ina 
dual context: that of Shia martyrdom 
and sacrifice , coupled with pragmatic so- 
cial issues of status and power. 

The dramatic details force the reader 
ponder what drives individuals. to 
mmit “altruistic suicide,” and pro- 
esa glimpse into ‘Shia’ social life 
seen in the account of a survivor 
the incident, the woman’s father, 
who felt no fear or regret, but rather 
hat the others’ actions were a sacrifice 
















consistent with the many heartfelt ac- 
counts I have heard from young men of 
self-flagellation on Ashura (the 10thday of 
uharram). Many spoke of this fervour 
describing their actions on the day the 
Shias descended en masse upon Is- 

imabad to protest the state’s adoption 
ofan alms tax. 
_ While Ahmed recognises that “suf- 
tering, martyrdom, and death; the Kar- 
bala paradigm, create an emotionally 
ceptive social environment for sac- 
rifice,” he stops there. One would ex- 
pect him to extend this statement to the 
ent. stand-off. between: the Sunnis 
Shias in Pakistan. A.crucial aspect 
icity not addressed in this book 
xcept in passing) is that of the 
uhajirs, the immigrants from India 



























to confirm their devotion. This fervour | 


lved in rio cently i 






Uwe atures o 
ae oe ms stead, the bulk of ‘the chap 
When Ahmed gets down to specifics | generalised exposition of J ipanese. 
—- straight anthropology — his accounts | samurai society. The concept is alluring: | 
are superb. In the section on ethnicity | here we are faced with two cultures. 
and leadership, he provides a backdrop | both with strong, similar codes, But, 
consisting of democratic and egalitarian | Ahmed asks, why didn’t the Pukhtun 
ideas in Pukhtun society, issues of hon- | become successful? In trying to formu- 
our and rights, and explicit expressions | late anthropological answers derived 
of emotional commitment to Islamic. from the two codes, he skirts the obvi- 
sentiments. In Waziristan agency, tradi- | akistan was colonised and 
tional elders, official government repre- | brought into the world system as a col- 
sentatives and religious functionaries, | onised area; Japan was not. 
symbolically defined, by their social The modern capitalist world system: 
bases, vie for power, status and legiti- | evolved unbeknownst to the Pukhtun: 
macy..The tension between groups is | the Japanese chose ‘to. stand on. the 
expressed in irresolvable conflicts be- | sidelines and: await their opportunity. 
tween rivals for leadership. Ahmed’s conclusionis problematic: as 
Whether in Baluchistan or Gilgit, | Pakistani and Japanese societies ate 

among nomads or Afghans in refugee | diametrically opposed, Pakistan cannot 
camps, different groups are shown to | gain much from Japan’s experience, and 
construct varied political and ideological | it would be more worthwhile instead to 
responses to the threat of their own dis- | buildon Islamic foundations. 
integration. For example, he argues that — Anita M. Weis 
the British had attempted to 
establish a version of an hydrau- E : 
lic society with their water- |) 
management projects — “Occi- 
dental despotism” — but that 
the differences’ in traditional 
codes caused the application of 

















































“despotism” by the administra- 
tive structure to fluctuate. 

The concluding chapter, 
“Can Pakistan be Japan?” 
seems ancillary to the book, ; 



























Deutsch. £10.95 (US$17.50). 


e growth of worldwide terrorism 
as Spawned a new intellectual dis- 
cipline and a spate of books, many of 
vhich try to simplify the phenomena to 
he point of absurdity. The blurb on the 
ket of this book by Robin Wright, an 
merican journalist who worked for 
he Sunday Times in the Middle East, 
escribes her as achieving “marvels of 
arification in tackling her enormous 
ubject.” She too has simplified rather: 
than clarified the development of Is- 
amic fundamentalism and the terrorism. 
has spawned. The reader is left none 
Wiser. : 
€ rage she writes about is the 
of Shia fundamentalism in the 
rid which took off after the’ 


















ing and indoctri- 
ation in terrorist methods. Ay ih 
homeni’s revolution was an inter- 
tionalist one, and unless it spreads 
roughout the Islamic world, 











glib look at terror 


Sacred rage: the wrath of militant Islam by Robin Wright. Andre 


kind of writing where the lead sen- 
“Blogs, who was putting on his boots 
blew off his feet. Her lack of analysis acts 


‘as a disservice to the victims because 
-it offers little explanation as to why 


cording to Wright. When she tried to ex: | rect dialling to God; Shias have to 


like Egypt and Syria and the lack of | they only reinforce Western prejudices 





iran will not be secure. 
She details in lurid 
technicolour every bomb "i 
blast or machine-gun attack | Protesting fundamentalists in Islamabad ap 
where Americans died at the ae re ae 
hands of fundamentalists. It is the | the Middle East gives no weight to the 
horror of the Israeli invasion of Leba- 
non-and how that radicalised Shias and 
Sunnis in the region. There is no discus- 
sion of US policy, which is one of the 
most important factors in why fun- 
damentalists reject Western models of 
democracy. Sunni-Shia differences are 
they died. reduced to. the fact ‘that Shias: follow 
The bulk of Islamic terrorism is | mullahs while the Sunnis do not. Or in 
sponsored by the fanatical Iranians, ac- | Wright’s technicolour prose, for Sunnis 





















tence is of US Marine Corps Sgt Joe 


in downtown Beirut when a bomb 



















plain why — the desire for radical | go through the operator. 


change by Muslim youth, the failure of Such books on Islam tend to filleven 
secularism and nationalism in countries | the most liberal Muslims with rage, for 


ideological alternatives in Muslim coun-. | that have existed for centuries. They 
tries ruled by the military — she man- | offer no insight on the welter of complex 
ages to squeeze it into a few paragraphs | ethnic, social and economic problems. 
of cliches. that the Muslim world faces today; nor 
__ Wright believes “that the Islamic | why governments have failed to deliver 
crusade is the greatest single threat to | the goods to their people and why this 
the status quo in the region, as well as to | has spawned fundamentalism and ter- 








-Western powers.” The long section on | rorism, me Ahmed Rashid 
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By Nayan Chanda in Washington 

Bx a month before Japanese 
w? Prime Minister Yasuhiro Naka- 
sone’s scheduled trip to Washing- 
ton, the Reagan administration has 


posing a US$300 million tariff penalty 
‘on Japanese imports, Although the 
move is ostensibly to. punish Japan for 
iolation of an eight-month-old 
semiconductor marketing pact, the 
symbolic “Rambo-like”. act by. the 
eagan administration seems to be 
imed at releasing a host of frustrations 
against Japan as well as being a man- 
euvre to slow Japan’s inroads into a 
igh technology field. 
-On 27 March the White House an- 
nounced that the administration would 
impose sanctions on Japan, effective 
from 17 April, in the form of a 100% 
tariff on US$300 million worth of Japan- 
ese exports because of Japan’s failure to 
nplement the semiconductor agree- 
nt signed: last September. Of the 
tal amount, US$135 million was to 
mpensate for the damage resulting 
om Japanese dumping in third-coun- 
ry markets and US$165 million was 
dged to be loss suffered by US com- 
nies because of their failure to gain 
ccess to the Japanese market, 
Interestingly, however, the tariffs 
would not be imposed on microchips 
mselves: that would hurt US com- 
anies importing them and force the 
ups to move production to third 
untries. where the semiconductors 
would be cheaper. Tariffs will be im- 
sed on electronic products such as 
computers, peripherals, stereo equip- 
ment and photographic and magnetic 
products produced by Japanese 
semiconductor manufacturers found to 
be dumping them. In addition to 
genalising Japanese companies, this 
move is expected to prevent them from 
veloping market share in these highly 
mpetitive areas. 
< Under the threat of imposition of a 
heavy duty on'some Japanese chips — 
as- the penalty resulting from a formal 
anti-dumping suit — the Japanese last 
September signed an agreement with 
the US. The pact suspended anti-dump- 
ing action in return fora. Japanese 
promise to sell semiconductors in the 
US. and third-country markets at a “fair 
market value” determined: by the US 
Department of Commerce and to help 
US manufacturers increase their mar- 
ket share in Japan from 8% to 20%. 
However, seven months after the 
ement went into effect neither of 



















ired the first salvo of a trade war by im- | 


The US hits Tokyo hard in the chip battle 


First blood to Reagan 





Nakasone and Reagan last year: relationship put to test. 
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these goals has been achieved. US offi- 
cials maintain that despite protests and 
warnings, Japanese companies and 












their middlemen had continued to 
dump chips at 60%-of their production 
cost in Hongkong, Taiwan and Singa- 
pore. This, Commerce Secretary Mal- 
colm Baldrige said, has “run a great 
many of our companies out of busi- 
ness” and led to the loss of 30-40,000 
jobs. Notwithstanding the pledge of in- 
creasing US market share in Japan, US 
companies still have little access — 
barely 9% of the Japanese market com- 
pared with the 50% market share en- 
joyed by the US worldwide. 

Although some observers see the 


sanctions against Japan as similar to a | 


200% duty announced last year on some 
EEC products in retaliation for 
threatened closure of agricultural mar- 
kets, but never put into effect, the 
domestic mood and specific context of 
the sanction set it apart. Announcing 
the sanctions, US Trade Representative 
Clayton Yeutter made it clear that the 
administration would go ahead with. the 
US$135 million penalty for dumping no 
matter what explanation the Japanese 
Government offered. As to the US$165 
million duty in retaliation for closed 
markets, he said “it is unlikely that 
Tokyo would be able to foreclose sanc- 
tions on market access” by buying chips 
fast enough to show it was respecting 
the agreement. 

Officials point out that the US has 
not abrogated the chip agreement and 
would like to see the Japanese imple- 
ment it properly. But at the same time 
they do not seem to be in a hurry to get 
Japan off the hook. One obvious reason 
is political. Unlike threatened sanctions 
against the EEC, the measures ‘against 








Japan are highly popular. In late March 
both the House and the Senate passed 
an unanimous’resolution urging the ad- 
ministration to. retaliate. against Ja- 
pan. After having done what the in-. 
creasingly protectionist congress has 
been demanding, and-having won their 
applause, Reagan is unlikely to pull 
back. Although in a statement Reagan 
said that he is prepared to lift the sanc- 
tions “when the evidence indicates that 
the third-country dumping has stopped 
and US firms are enjoying improved ac- 
cess to the Japanese market,” sources 
say that it would not come before the 
end of the year. 
If the sanctions are not a bargaining 
ploy, what then is the US. objective? 
The answer: seems. to be. that ‘itis a 
negotiating device, a political statement 
to the congress and a shot across Japan’s 
bow. Sources point out that had the ad- 
ministration not taken pre-emptive ac- 
tion, congressional anger was certain to 
boil over into nasty legislation, By a 
dramatic but narrowly focused action, 
the administration has pre-empted, at 
least for the time being, drastic congres- 
sional moves. It is worth noting that 
US$300 million tariff is a small fraction 
of the US$23 billion worth of electronic 
equipment that Japan exports to the 
JS. : 










face for. Nakasone if an- 
on the heels of his depar- 
other hand, by making the 
T known a month before his ar- 

rival, Nakasone is provided with an op 




















The most important, but unstated, 
reason behind the US sanction is a seri- 
ous concern about losing the technology 
battle of the next decade to the Japan- 
ese. Industry sources privately concede 
that no matter what’steps the adminis- 
tration takes, the US has little chance of 
competing with the Japanese in the 
i memory-chip market where profit. is 
-based.on low production cost and high 


volume. They see the danger coming | 


| from Japanese attempts to break into 


: | areas where the US has been the leader | 


| — logic chip technology and custom-de- 
signed semiconductors. 


-p> Charles Smith writes from Tokyo: Al- 
though Japanese trade officials have 
kept their tempers better than US con- 
gressmen during the past few days, the 
reaction in Tokyo following Reagan’s 
announcement of punitive tariffs on Ja- 

anese electronics exports could hardly 
yve described as conciliatory. 

Japan hopes to hold urgent negotia- 
tions with Washington on ways to head 
off the US action before the 17 April 
deadline. On the basic issue of alleged 
dumping of semiconductor chips in 
third.countries, however, officials of the 






| ‘dustry (Miti) apparently feel there i 
little. they can do beyond appealing 
for a more realistic attitude from the 














e month leading up to the 

nouncement, Miti conducted 
ey of semiconductor markets in 
icials claimed that “third 
including ‘some US com- 
were responsible. for the cu 


ing results before 17 April. 

Nor, despite optimistic. predictions 
by the ministry’s official in charge 
of international relations, does there 
some much chance that Japan can sud- 
denly boost its imports of ‘US-made 
chips so'as to head off complaints that it 


has dishonoured a promise to’ give-im- 


pons a 20% share of its'domestic mar- 
et. Japanese electronics companies are 
believed to have increased their orders 


for US-made logic and ASIC (applica- 


tion specific) ICs in the past few weeks, 
but this is not likely to show. up in the 
trade figures until long after 17 April. In 
the meantime, figures for February 
show imports of US chips falling 10.8% 
in yen terms from the previous month 
and 13.2% from year-ago levels. 
Failing effective action on the chip 
issue itself, Japan apparently hopes to 
pacify the US by moving rapidly to set- 
tle grievances in other areas: an an- 
nouncement by Nakasone that the gov- 
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| ernment 





stry of International Trade and In- . 


and Singapore on the basis. | 















supercomput Cray Research 
Inc, was clearly aimed at reassuring offi- 
cials in the US Department of Com- 
merce who believe that Japan has been 
“plotting” to dominate this market. A 
handful of orders for ‘supercomputers 
by state universities or research estab- 
lishments, though, seems unlikely to 
change the anti-Japanese mood. 

At the back of the dispute over chips 
Japanese analysts detect frustration at 
the continuing growth of the dollar-de- 
nominated (though not yen-denomi- 
nated) bilateral trade imbalance and the 
failure of yen revaluation to boost 
Japan’s imports of US products signifi- 
cantly. Direct action to increase imports 





Nakasone to major manufacturing com- 
ie to increase foreign procurement 
as been tried in the past but with only 
limited success, With Nakasone’s power 
waining visibly and with major com- 
panies reporting sharp falls in profit- 
ability during the current recession, 
this approach seems unlikely to work 
again. : 
Japanese electronics industry an- 
alysts have acknowledged that Rea- 


| HOW THE IMBALANCE 
AS GROWN 


| in the form of personal directives from | 
| 

















5 i JEWTABLE by Ricky Hur 
gan may have been trying to be “kind” 
in setting the total penalty so low in rela- 
tion to Japan’s overall shipments of 
electronics goods to the US. But a 
spokesman for Hitachi claimed that ap- 
plication of the tariff to a wide variety of 
products, even if only a small quantity 
of shipments was affected in each case, 
could produce extremely damaging ef- 
fects -by forcing production cutbacks 
and raising unit costs. What makes the 
situation worse, according to Hitachi, is 
that IC production ‘cutbacks (designed 
to please the Americans) have already 
drastically reduced profits. 

Whether or not Hitachi is right, Ja- 
panése chip makers seem unlikely to ac- 
cept punitive tariffs on their electronics 
products without trying to hit-back in 
some way. The abandonment of any 


further attempt to boost imports of US | 





chips would be one obvious option. Al- 
ternatively, Japan might simply decide 





to abrogate the entire semiconductor 
ne a 


trade agreement. . 
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of heart 
Taiwan is preparing to 
suspend forex controls 






By Carl Goldstein in Taipai 
aiwan appears ready to suspend t 
foreign-exchange controls in tt 
wake of a massive build-up of foreign 
reserves — largely as a resule of U 
pressure onthe country to rewi 
currency. Premier Yu Kuo-hwa 
conceded for the first time thatit 
be necessary to suspend long: 
forex controls to cope with the r 
cumulation of “foreign resery 
a sharp increase in the mor 
ly. 
J Along with Japan and South Ko 
Taiwan has been under pressure fi 
the US administration to realign 
currency and open its markets to fore! 
goods to help offset the US trade i 
Taipei’s struggle to moderate th 
the value of the New Taiwan dolla 
along with a continuing big trac 
surplus —~ has seen the country's fc 
reserves surge from US$22.6 
the end of 1985 to to 
now. 
Yu has, until now, st 
suggestions that the forex 
vised, preferring i 
administrative che 
ing law. Suspending the con 

ina statement f 

; “the only wayt 
tively alleviate the» long-ter 
cumulation of  foreign-exch 
serves and. the increase in the 
supply.” ooi ~ 

Taking many. people in banking 4 
business circles by surprise, the sf 
ment represented the first major 
cession by the former central banke 
the rising chorus of criticism of 
ernment’s inaction «as th 
crease of the MIB mo 
rency in circulation, 
passbook deposits and pa 
deposits} topped 50% . oe 

Yu gave no timetable for the 1 
plementation of his directives, a 
vague wording of h ral 
many questions as it anew 
whether he viewed suspen 
controls asa temporary measure 
a time of high trade surpluses, O 
permanent change. He made che: 
however, that controls would hav 
remain on the books se that capi 
flight could be prevented in case of 
emergency — presumably either econ 
mic or political. 

Other unanswered questions inc 
whether local companies.and in 
als will be allowed to hold or buy am 
sell foreign exchange; will they be a 
to invest-in foreign equities, and w 
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“reactions to; the 
premier’s statement ex aressed caution 
s they awaited further information on 





implemented, most indicated support 
or the evident direction of the new po- 
licy. “A deathbed conversion to the no- 
tion of substantial foreign-exchange 
liberalisation is still better than no con- 
version at all,” said one foreign banker, 
who asked not to be identified, 
_ Central bank governor Chang Chi- 
heng told reporters on 28 March the 
ntral bank had already drafted 
changes in the foreign-exchange control 
regulations to allow.controls to be sus- 
pended when conditions warranted. 
According. to Yu's. statement, this 
would be done “during a time of large 
ternational trade surplus.” Chang said 
the draft legislation would be sent to the 
egislative Yuan for ratification during 
its Current session, which runs into early 
July. , 





nservative financial authorities in 
aipei, Yu foremost among them, have 
ig viewed large foreign-exchange re- 


how the proposed measures would be | 


ymbol of 
‘Tatwan’s economic prowess. În recent 
months, however, the money supply has 
rocketed out of control, threatening to 
undermine the price stability that is one 
of the government’s most solid achieve- 
ments of the past several years, .. 
Government officials are: doubly 
sensitive towards the political and econo- 
mic consequences of inflation. Both 
President Chiang Ching-kuo, who is 76, 
and Yu, 73, held responsible positions 
during the hyper-inflation in China in 
the late 1940s which helped undermine 
the Kuomintang government. 


he huge foreign-exchange reserves 

~~ second in size only to West Ger- 
many’s — have also made Taiwan a 
tempting target for US politicians 
angered by the surplus Taiwan enjoys in 
its trade with the US. The bilateral trade 
gap amounted to US$13.6 billion in 
1986, up sharply from the year before, 
and has continued to grow at a rapid 
pace during the first part of this year. 

Since Taiwan businesses’ foreign- 
trade earnings must be sold to the cen- 


ing | 








is : central 
bank’s: bulging paa mostly in the 
form of US dollars. This in turn puts 
heavy upward pressure on the NT dol- 
lar, which traditionally has been main- 
tained by the central bank at an artifi- 
cially low level to promote exports. 

Egged on by the US, the local cur- 
rency has appreciated 15% against the 
US dollar in the past 18 months. The 
central bank is fighting a rearguard bat- 
tle to slow the NT dollar’s climb by 
heavy buying of US dollars on the local 
foreign-exchange market (REVIEW, 26 
Mar.). In recent months, money has 
been flowing into Taiwan, much of it 
capital that previously exited the coun- 
try via the black market; to cash in. on 
the NT dollar’s, appreciation. As.a re- 
sult, reserves are growing by more than - 
US$2 billion a month. 

Analysts thought one reason the 
government may have chosen to act 
now was precisely because of the loc: 
currency’s strength. But Yu’s statemer.. 
was the government's clearest admis- 
sion to date that the gradualist approach ` 
of the past 18 months has. failed. Mea- 
sures adopted so far have included allow- 
































pei moves to liberalise tariffs — 
mid growing trade surpluses 
the well-appointed office of Eco- 









hien, one of:.Taiwan’s chief trade 
egotiators, the calligraphic message on 
the wall counsels that “patience can 
lm ‘the winds: and quiet the seas.” 
Aost people would consider it an admir- 
able sentiment, but many of Wang’s of- 
ictal US visitors are. not in a patient 
mood these days. 
As Taiwan’s surplus in its US trade 
jounts,. Washington trade negotiators 
re growing more insistent that Taipei 
take dramatic action to lower tariffs and 
liminate other barriers which they 
argue contribute to the trade imbal- 
nce, A critical series of trade talks to be 
eld over the next several weeks may 
etermine whether Taiwan will be hit by 
the beefed-up retaliatory procedures 
likely to come out of trade bills moving 
rough congress. F 
In mid-April, the two sides will con- 
uct separate talks on opening the 
iwan market for US insurance and in- 
transportation firms, to be held in 
‘i and. Washington respectively. 
general trade consultation, an an- 
| affair originally scheduled for late 
the year, has been moved up twice at 



























sania 








[nomics Vice-minister Wang Chien- | 


Taiwan port: pre-emptive liberalisation. 
















Taipei is seeking to blunt 
US: pressure with a series of 
re-emptive: measures. These 
ve panei a Pacar aT 
cuts at the beginning o in 
which duties on about 1,700 
goods, 40% of the individual 
items in the tariff schedules, 
“were cut by an average of 20- 
30%. The cuts came in areas 
that covered some 37% of 
Taiwan’s total imports last 
year, according to Finance 
Ministry officials. 
The most dramatic move to 
date was Premier Yu Kuo- 
hwa’s call for the suspension of 
foreign exchange controls. The 
runaway growth of foreign ex- 
change reserves clearly dem- 
onstrates the international com- 











reductions, intellectual property rights, 
and Generalised System of Preferences 
benefits. 

Taipei is keeping a wary eye trained 
on trade legislation before congress, An 
amendment to the House trade bill 
proposed by . Democrat Richard 
Gephardt would require that Taiwan, 
Japan, and other high-surplus nations 
reduce their trade gap by 10% a year or 
face retaliation. A revived version of 
the Jenkins textiles bill, including foot- 
wear, will also soon come before the 
Democratic Party—controlled congress. 

“We are well aware that the trade 
surplus, the foreign-exchange reserves, 
our low debt, and strong growth rate 
make things difficult for us,” ‘said 
Wang.. “We don’t have any of the ex- 


. trade barriers too quickly — seem untcon- 





cuses our competitors do.” . 








| petitiveness of the island's in- 
dustries, and makes a favourite govern- 
ment argument — that Taiwan, as a deve- 
loping nation, cannot afford to lower 


vincing. As the first serious sign of Tai- 
wan’s determination to slow the growth 
of the reserves, the move could moder- 
ate US pressure on Taipei to allow for 
more rapid appreciation of the NT dollar, 
Om liberalising measures have so 
far been confined to proclamations 
of official intention, but have included 
proposals to cut more tariffs, including 
most of a list of 66 items the US particu- 
larly wants action on; to allow four new 
US insurance compani: set-up sho 
in Taiwan this year, and to: permit. U 
shipping companies to operate con- 
tainer terminals at Taiwan ports. 






























ment an 


a us 
; through the offices of five state- 
ied financial institutions; doubling 
JS$5,000 a year the limit on outward 
nittances by individuals, and easing 
the paperwork burden on traders by al- 
- lowing them to. report foreign-exchange 
' settlements after the fact, rather than | By Paul Ensor in Seoul 
requiring prior central bank ieee Suu Korea, the world’s fourth-larg- 
< As the runaway accretion of reserves yest debtor and Asia’s largest by far, 











South Korea begins to cut down its foreign debt 









created in the form of a seemingly 

stoppable:growth in the money supp 
| during the past year has shown all too | has seta first among the group of coun- As a senior economic policymaker pu 
| clearly, these measures have had little | tries which have borrowed their way to | it, “we are killing. two birds with on 
impact. Too many restrictions by overly | industrial development over the past two stone:”. Economic officials are 






















utious financial authorities was one | decades — it has begun to reduce its | concerned that they do not repeat 
reason. Another was the appreciation | debt. Lower oil prices, the appreciation | admitted error that was made in 1976+ 
| of the NT dollar, which hardly made in- | of the yen, and falling interest rates — | at the insistence of the late president 
| vestment in US dollar~denominated in- | the “three blessings” as they are known | Park Chung Hee — when asurge in 
struments an attractive proposition. here — have for the first time given the 
The lifting of all controls was not ex-, | country substantial current-account sur- 
pected to reverse the inward exchange | pluses which have been recycled as quick- 
flow, as the NT dollar appeared certain | ly as possible to pay off foreign lenders. 
to. continue rising from its level on 28 Prepayments and refinancing of old 
of NT$34.28:US$1 to 32:1 or | loans between South Korean borrowers 
igher by the end of the year. In- | and their creditors — easier now that 1986.and carly 1987, money 
, the aar aie torien ex or e © wres KOPRO Aa -~ from 15.3 
change controls, if carried out in line : é A annualised growth in February tast 
with Yu’s statement, would for the first i SEMANS KA ~~ y to 21.9% in January 1987 E 
time place Taiwan on the road to a more = Si the past year mopping up liquidity, 
international economy. - a Projected overseas debt of the joked Finance Minister Chung In Yong, 
Korea Development Bank) whose favourite mop has been gov 


a ON ment bonds (called Monetary $ 
Local: reports have suggested. | tion Bonds) issued by the central 
these measures are to be implemented | | ie ‘sold to financial institutions. 
within the next several weeks, but offi- bonds issued last year reached Wo 
cials in the finance and economics inir trillion (US$5.1 billion), . mor 
ministries decline to say when action l double that of the previous year. 
will be taken. In the past, promised hs of 1987 Won 1t 
anges have been sidetracked or weak- | sady- beer j, atic 
ened by local business and bureaucratic rm of bond, issued by thegóverni 
opposition. Following Taiwan’s Oc- n” as Chung p 
tober 1985 promise to open its market to has been launched. 
> US beer, wine and. tobacco products, At the end.of 1985, the. g 
| more than a year of tough negotiations : Planning Board (EPB) projected t 
the threat of a Section 301 unfair: sone Soumrce: KDE. country would start enjoying smalle 
ding practices action were necessary | o REMEWoINGRAMByARwTers reNt-account surphises in 1991, and th 
2 re the goods finally reached shelves | Seoul is bargaining from a position of | be able to start debt repayments. ` 
1. in local stores. strength — have been going on since the | were far too conservative. Only a 
-O Taiwan's trade negotiators describe | latter part of last year. What used to be a 
_ themselves as caught een compet- | regular procession of South Korean 
ing constituencies — local industry as- sovereign borrowers to the interna- 
sociations on the one hand and con- | tional loan market has been stalled in- 
sumer groups on the other, But the definitely. without its problems. “Befor 
weak state of the consumer movement | .. Overseas. debts are a sensitive | ourstory was life witha deficit,” sal 
on the island makes them a poor match | domestic issue and the decision to start | senior. economic policymaker. “N 
for the political power business interests | reducing them as quickly as possible was | new problems arise with thes 
can exert. Lai In-jaw, director-general | heavily swayed by political logic. Presi- | times.” Summing up the mood, Chi 
of the Finance Ministry’s department of dent Chun Doo Hwan’s tenure expires | observed to the REVIEW: “We are 
customs administration, said: “One of within the next 12 months, and he is an- | transitional period.” 
our main problems is that industry al- | xious to create the right mood to assure Government planners are caufi 
_ ways says it needs more time, and then a peaceful transfer of power toa succes- | looking to a future of cont 
will not tell us how much.” sor from his own party. When-his ruling | surpluses and shrinking debts, Accore 
Some observers think Yu and other | Democratic Justice Party faced the op- | ing to the Sixth Five-Year Plan, wh 
top officials are gambling that the ap- | position in national assembly: elections | was made public last year, half of e 
gee of the NT dollar will make | in carly 1985, they were heavily at- | annual. surplus over the period will b 
ey export lobbies so fearful about | tacked over the debt issue and per- | used to pay off debts, and at. this stag 
holding on to their overseas, markets formed poorly at the polls. the projected surpluses seem conserva 
that they will join the constituency for Using the new surpluses to pay off | tive. Falling debts will have “a v 
‘opening the domestic market to foreign old loans is also a way of coping with the | significant impact on our growth pa 
competition. internal problems the new surplus has | tern, making it possible to stress ar 
“The government does not think the AONANE other than exports, which have tended 










mittances of foreign construction 
ings was. allowed to flow into the do 
tic economy, setting off a bout of i 
| tion that took five years to bring und 
control. 
As the surpluses piled up throu 
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| constituency yet exists to make it politi- T coud ciel to suffer,” says the EP B's director-gen 
cally safe to open their markets,” said a Time to pay: page 122 eral of planning. Kang Bong Kyun. 


US businessman. —Carl Goldstein enema According. to. Chung, the imifial | 











costly bor 
rowings in the government sector and 
“deal with those first. Guidelines have 
been set on private borrowings, setting 
interest-rate ceilings on outstanding 
debt — foreign bankers in Seoul say re- 
financing arrangements with private 
‘borrowers have been moving at a steady 
clip since late last year. 
_. It would be difficult to separate al- 
“most any of the government’s financial 
- policies of the past 12 months from an 
overriding concern over the seemingly 
uncontrollable money-supply growth 
which has come with foreign-sector 
surpluses. Using surpluses to pay off 
‘debts has been one way of dealing with 
the problem, and to achieve both aims 
the authorities have tightened their con- 
trols on the financial sector. Loans, par- 
ticularly those in foreign currencies, 
have come under tight scrutiny, and all 
loans to the country’s heavily indebted 
30 largest companies are under particu- 
-darly stringent control. Although they 
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(South Korea's current account 
and debt projections) 


External debt 


Debt as °o 





ntage 

ank .of- 

fered rate. This compares with the 0.625 

of a point they could expect to pay in 

Seoul, wider than past margins and still 

growing, according to the Samsung 

group’s financial director Lee Soon 

Hak. “Since they shut down the gates on 

foreign borrowing the inevitable has 
happened — rates are rising.” 

Lee explained: “They Tie govern- 
ment] want to control the money supply 
and repay debts, we want to borrow and | 
refinance our debts at competitive 
terms; both sides cannot be satisfied.” 
The government, he says, “understand 
the problem, but they have targets and 
regulations to follow.” A British banker 
reflected: “At the back of it all is the 
promise they made to the president to 
cut debt, and this is how they decided to 
doit.” 

For foreign bankers, adjusting to 
the new environment has not been sim- | 
ple. “People talk about the bad feelings 
the [South] Koreans have 
created by moving so 
quickly to cancel their | 
debts, but everyone knows | 
that someone will be willing | 
to lend if things don’t go 
well in the future,” said 
Alan Plumb of Standard 
Chartered. Others are not 
so sanguine. Barry Lamont 
of the Bank of Boston re- 
flected that “we are getting | 
used to the fact that we are | 
just not needed. The days of | 
[South] Korean portfolios 
brimming with assets are re- 
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be waived for “strategic” indus- 
tries, government guidelines brought in 
ast year allow companies to make new 
_foreign-exchange borrowings only to re- 
finance existing loans. 
But businessmen question the logic 
_of reducing access to foreign loans at a 
time when they are available at excel- 
ent rates and demand is high due to 
éavy investment in booming export in- 
-dustries. The gap between international 
interest rates and local rates is greater 
han ever and the slow appreciation of 
the won is making foreign borrowing all 
‘the more attractive. By cutting off the 
low of funds from outside:and forcing 
local borrowers to rely on local funding, 
the government is raising the cost of 
capital to major corporate borrowers. 
Domestic interest rates on won 
loans, at 10-12%, are almost double in- 
ternational rates on foreign-currency 
borrowings. The curbs on foreign bor- 
‘rowing are also raising the relative cost 
of forex funds for South Korean com- 
panies borrowing onshore — recently, 
Samsung Semiconductor and Telecom- 
unications’ US subsidiary raised 





ceding.” 


+ 
90 For US regional banks, 
Source: Economic Planning Board from the 6th Five Year Plan {1987-91}. 


Lamont’s point is particu- 
larly true. In many of the 
big syndicated loans of the past, the 
South Koreans were willing to pay a 
little extra by having part of the loans 
priced at US prime to draw a substan- 
tial US presence (and offset potential 
Japanese dominance). This seems no 
longer to be a priority: the renegotiated 
syndication of the government-owned 
Korea Exchange Bank (KEB) last 
March is a case in point — the prime 
tranche was removed in the new ver- 
sion. 

As a KEB official explained the 
change in thinking: “Who actually lends 
in an initial syndication is less important 
with the rise of the secondary market in 
[South] Korean assets in recent years.” 
Indeed, according to a British banker 
involved in the KEB syndication, most 
of it has already been sold to Japanese 
banks. “They have the money and can 
live with the thin margins,” he says. For 
US banks non-loan, fee-taking business 
~~ taking their South Korean customers 
to new markets rather than actually ex- 
tending loans — has become as fashion- 
able in this changing market as it is in 
other overseas markets. a 
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THAT'S WHY 
YOU NEED REFCO. 


In every market, 24 hours a day, Refco is ready to help you ma! 
Refco Group: world leader in financial risk management through the 


use of futures and options. REFCO 
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PIONEERS IN CONTAINER TRANSPORT 


Since the dawn of containerization, ScanDutch has provided shippers with 
deep-water transport between the Far East and Europe. But at an early stage of our 
development, we saw we'd need to adapt if we were to prosper in the years to come. 
So we evolved: from a shipping line into a total transport company - one that today 








is as much at home on land as at sea. If you want to be sure your goods reach ti 
destination on time and in perfect condition, talk 


to ScanDutch. For a decade and a half, the natural ScanDutch 


selection of shippers on two continents. IST CLASS CONTAINER TRANSPORT 





__ TELEPHONE: NEW YORK (212) 938 8699. LONDON (0 
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CAN YOU AFFORD YOUR INVESTMENT DATA 
TO BE LIGHT ON DETAIL? 


Unless you like risk without return, you need 
data that's detailed and solid. 

With Datastream, practically everything you 
need to know about a security is available on your 
own PC. 

Ourcomprehensive on-line information service 
helps you make investment decisions based on hard 
facts. You can choose from a wide variety of data items 


a à st 


DATASTREAM 


1) 250 3000. ROTTERDAM (10) 4 1111 54. HONG KONG (5) 833 6555. 
DB peie 





covering equities, bonds, economics, interest and 
exchange rates, futures, options and indices as well 
as full, internationally comparable company accounts. 

You can also create your own mathematical 
expressions or choose from a range of functions to 
manipulate the data in the way you want. 

In fact, if there's one word that describes our 
data, it's heavyweight. 
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ECONOMIC RELATIONS 








-| ByShada Islam in Brussels 
"he EEC likes to think of itself as the 









community's current preoccupation with 
its internal. problems — not to mention 
‘constant trade squabbles with the US and 
Japan — now leave it little time or 
energy for the developing countries. 
Asian countries complain of an increas- 
-ingly defensive EE 
their exports, daar ae by a new pro- 
posal to increase EEC tariffs on edible 



















volvement in improving East-West rela- 
tions has meant:a progressive decline in 
interest for North-South questions. 
“BEC officials, of course, still con- 
| | tinue to pay lip service to their. “commit- 
“bement and responsibility” towards de- 
„veloping countries. Third World heads 
of state and ministers are regular visit- 
ors to EEC headquarters in Brussels, 
where they.are routinely assured of the 
community’s continuing interest in their 
countries: Various EEC commissioners 
are-also constantly on the move, trying 
to build up what officials describe hope- 
fully as a “European presence” abroad. 
Yet Asian representatives in Brus- 
sels. are becoming. increasingly con- 
cerned by what they see as a pro- 
gressive hardening in EEC trade and) aid 
policies. EEC aid is either stagnating 
or. declining while imports. from de- 
veloping countries are on the way down. 
At the same time, worries about inter- 
nal budgetary issues have prompted a 
series of new EEC proposals such as the 
controversial tax on vegetable oils and 
fats, restrictions on imports of animal 
feed, anda series of anti-dumping inves- 
“| tigations into Third World manufac- 
: tured goods. European industrialists, 
meanwhile, are stepping up. pressure 
for more reciprocity in EEC tariff 



















"fl Third World’s best friend. But the | 









‘ope turns inward 


EC's Asian relations are weakened by domestic concerns 


concessions for developing countries. 
The EEC Commission, once re- 
arded as a stalwart defender of Third 


_ World interests in the face of pressure 
“from — often 


more . inward-looking 
member states, is becoming more cauti- 


ous in its development-policy initia- 
tives. Officials say that it would be 
attitude towards | 


angerous” for Europe to be “too 


-open,” given the increase in protec- 
‘tionist tendencies in Washington and 
oils which has incensed Southeast Asian | 
producers. Moreover, recent EEC in- | 


Tokyo. © 
i In any case, the new emphasis of the 


“EEC Commission headed by Jacques 


Delors, a former French finance minis- 
ter, is on building Europe’s “internal 


| market” by bringing down intra-EEC 


trade barriers, rather than on external 


trade. Delors also wants to raise more 
‘funds for internal. use, to persuade 


Europe to talk about defence and secu- 


¿rity issues, and to build a European 


monetary system. As one Asian dip- 
lomat in Brussels put it: “Does this 
leave the commission any time for the 
rest of the world?” 


E EC officials deny that Europe is be- 
we coming indifferent to the Third 
World. “We will be stronger after the ac- 
complishment of the internal market,” 
insists. the EEC’s external trade com- 
missioner, Willy de Clercq. “And a 
stronger Europe will be more outward 
looking.” 

For the moment, however, EEC ac- 
tion on both the trade and aid fronts 
seems to point in the opposite direction. 

Worries about a 17% decline in 
European exports to Asia, Africa and 
Latin. America have prompted Euro- 
pean manufacturers of textiles, foot- 
wear, steel and electronic equipment to 
make even louder appeals for EEC ac- 
tion, ensuring them “better access” to 


















(GSP) for 1988. 

EEC trade experts insist that the 
GSP should focus on the poorest and 
“most deserving” developing countri 
rather than the newly industrialised 
states which can sellin Europe comp 
tively without additional tariff advan- 
tages. But, as European MP Robe 
Cohen points out in a study of th 
EEC’s trade relations, recent. EE 
moves to weaken the preferential 
tions of Hongkong, South Ko 
Singapore have not meant. any im 
ment in the position of other coun 
“This raises doubts concernin 
EEC’s motivation” in differe 
between countries, concludes Cohen. 

A more immediate Asian worry fo- 
| cuses on a new EEC Commission pr 
posal to tax vegetable oils and fats. 
EEC’s farm commissioner, Frans A 
driessen, hopes that the tax =- w 
will also be imposed on EEC oils -— wil 
raise some much-needed funds to 
underwrite the bankrupt Common Ag- 
ricultural Policy. But, Asean trade ex 
perts say that the levy will mean a 
sive decline in their sales of palm 
coconut oil on BEC markets, “The 
is trying to raise money atthe expense: 
Third World farmers,” complained 
Asean official. 
In the manufacturing sector, 
community is launching. progre 
ly more anti-dumping ‘investig: 
into Asian exports of such products 
semiconductors, quartz watches and 
ball bearings. “We get a great dea 
political platitudes and words 
friendship from the EEC,” stresses. an 
Asean official, “but the daily grind 
our trade relationship shows the ERC 
protectionism.” 

The-picture-on the aid front is ha 

pe 


more reassuring. The EEC’s 
allocations for development ai 
ped from US$1.24 bilion in 19 
US$1.09 billion for 1987. The food-ai 
budget was down from US$098 mullic 
in. 1986.to-US8$511 million in 1987. A 
| money available for development pro- 
jects in Asia and Latin America fel 
from US$210 million int 1986 to US$174 
million in 1987. 
EEC officials say that this will for 
them to concentrate their aid efforts 
a smaller number of “more significant 
projects in the Third World, Of 
like EEC Commissioner Claude Ch 
son, insist that the future of the EEC: 
relations with Asia, and especial 
| Southeast Asia, lies in developing 
| industrial ventures and promoting con 
| tacts between businessmen. $o f 
































































































however, EEC attempts to interes 
European investors to look East ha 
produced very limited results. 











Peking cuts to the bone 





‘By Louise do Rosario 


hina has moved to rein in state 
spending, for both economic and 
anion reasons, with an ‘austerity 
_budget for 1987, in the wake of average 
xpenditure growth of 22% in the past 
two. years. The central government's 
ability to expand its operations is being 
held. back by falling. taxes and income 
from unprofitable state enterprises and 
‘continued heavy domestic and export 
rice subsidies. 
- Last year, China had a budget deficit 
Rmb 7 billion (US$1.9 billion) — a 
mall sum by international standards as 
represents only 3.4% of state revenue 
and 0.75% of gross national product. 
Except for a surplus of Rmb 2.16 bil- 
lion in 1985, the budget has been in the 
ed since 1979. (China follows the 
viet accounting system which in- 
udes debt repayment as revenue.) The 
largest deficits :were recorded in 1979 
(Rmb. 17.06 billion) and 1980 (Rmb 
(12.75 billion) — the years immediately 
fter the so-called foreign leap forward 
hen China planned to import many ex- 
ensive turnkey plants and other am- 
tious heavy-industry projects. 
` While Peking is not facing an immi- 
nent fiscal crisis, there are genuine con- 
cerns over how the national accounts 
can be balanced in the foreseeable fu- 
ture. On the revenue side, taxes and in- 
come from money-losing, state-owned 
enterprises, the single most important 
revenue source for the treasury, are un- 
likely to increase rapidly. Meanwhile, 
the. government has committed itself 
to paying farmers more this year for 
grain and other commodities as well as 
_to continue subsidies following a price 
_ Stabilisation policy announced early this 
year. 
Finance Minister Wang Bingqian’s 
call for austerity in his annual budget, 
delivered at the National’s People Con- 
gress on 25 March, is also in tune with 
the current political mood which 
favours thrift, more central planning 
d other conservative economic 
policies, rather than high consumption, 
greater use of market forces, share is- 
sues and other controversial reformist 
policies: 
Wang budgeted revenue and expen- 
-diture for fiscal 1987 (which started on 1 
_ January) to grow by 7.16% and 7.35% 
respectively. (representing. little real 
rowth if the official inflation rate of 6% 
s taken into account), with a deficit up 
Rmb 1 billion to Rmb 7.08 billion: Most 
xpenditure headings will: have small 
rowth but spending on two items —ad- 
inistrative costs: and funds for enter- 
ises’ technical upgrading and trial 



























China introduces a safely conservative budget 


manufacturing — will becut, The State 


Council has ordered all administrative, 
managerial and other operating ex- 
penses to be cut 10% from levels 
budgeted last year. 

This year’s belt-tightening is moder- 
ate when compared with the big re- 
trenchment in 1980 and 1981. Expendi- 
tures were then cut by an average of 
7%. Billions of dollars worth of cön- 
tracts were cancelled or postponed al- 
most overnight. 

Wang said the government budgeted 
a deficit this year to “avoid losses result- 
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ing from drastic curtailment and large- 
scale readjustment.” Spending on capi- 
tal construction, the single largest ex- 
penditure item in the state budget, has 
therefore been kept on the same level as 
last year despite the national call to‘cut 
back. on investments. In addition, 
another Rmb 7 billion in bonds and 
bank loans will be spent to ensure work 
on key construction projects will be on 
schedule. In 1980-81, expenditure on 
capital construction was slashed by an 
annual average of 20%. 


Ẹ a departure from previous practice, 
China is turning to foreign borrowing 
to finance its budget deficit this year ata 
time when domestic revenue is project- 
ed to grow by only 4.3%. In 1979 and 
1980, the deficits were financed mainly 





budget deficit was the rise of investment 





. ducts doubled: the budgeted figure of 








to a record Rmb 14.6 billion in 1987, 
Rmb 3.2 billion of which is ‘for the sec 
ond stage of the Baoshan iron and steel 
complex and the rest for other capital 
construction. 

Foreign-debt servicing is forecast to 
reach Rmb 5.6 billion — still at a com- 
fortable ratio. to exports (which 
amounted to- US$27 billion last year, ac- 

















































cording to customs figures); 
Wang said one-reason for the 1986 


in capital construction (such as property 
and infrastructural projects) by local au- 
thorities. Capital construction exceeded 
the budgeted figuré by Rmb 8.79 billion 
(or 15.5%). Funds for factories to reno: 
vate and to experiment with new pro- 





Rmb 6.24 billion to Rmb 12.62 billion 
This year it will be cut by 14.6%. Partc. 
these funds have been diverted to unau- 
thorised: investment, rather than used 
for genuine modernisation projects, of- | 
ficialsinsist. © 0 re oy 

In 1985, overspending on’ capital 
construction was even worse (21% 
more than the budgeted target) but was 
more than compensated. for by the 
100% growth in-tax receipts — a by-pro- 
duct of the hypergrowth of that year. 

Last year, with a general economic 
slowdown’ and hence ‘less state re- 
venues, local authorities continued to 
spend heavily on. capital construction 
and exceeded the state budget’s target. 
Peking is having difficulty in controlling 
investment funded by the central 
budget, not to mention the larger por- 
tion of investment funded by money 
outside the state budget: (With fiscal re- 
forms, the central budget now only ac- 
counts for about one-quarter of all fix- 
ed-assets investment which covers capi- 
tal construction and modernisation 
[REVIEW, 11 ‘Sept..’86].) Most of the 
Rmb 8.79- billion © extra-budgetary 
spending on capital construction is for 
local reserve funds (which, for unknown: ’ 
reasons, are also regarded as central- 
budget money) arranged and spent by 
local authorities in defiance of central 
authorities’ orders to curb investment. 

While admitting that some of these 
investments are justified in long-term 
economic terms, Wang said many are 
non-productive facilities such as “high- 
class’ office buildings, auditoriums, 
hotels, ‘centres’, amusement parks, va- 
cation resorts and ‘single-trade’ streets. 
»“Some-units ‘sought after ostentati- 
ousness and extravagance,” he con- 
tinued, “blindly pursuing .modernisa- 
tion of office facilities and used public 
funds to. give lavish dinner parties and | 
gifts, and go‘touring, squandering and 
wasting state funds” — a theme harped 
on by official Chinese newspapers inre- 
cent weeks. oor GE EA 






































m nt reason. 
icit, but one which Wang chose not to 
‘highlight as much in his speech, is the 
troubled state sector. Since 1978, state 
enterprises. have been hit by rising 
wages, interest rates and raw-material 
| costs as well as market competition. 
Last year was particularly bad for these 
enterprises as the productivity of many 
‘further declined and inventories were. 
ockpiled in the face of a general eco- 
mic slowdown, Profits of state-owned 
ises dropped 9% while their con- 
tribution to the state budget dropped 
6% last year, when compared: to 
R eforms such as the factory-manager 
FA responsibility system and the trial 
“bankruptcy law are designed to improve 
industrial: management in the long run. 
‘But, meanwhile, the state has to go on 
supporting. ailing state factories, some 
| of which are virtually bankrupt and rel} 
a “subsidies. and thiled-back 
rvive. To help state. enter- 
prises involved in power generation, 
forestry, textiles and other light indus- 
tries with poor performance, the state is 
to cut their taxes and to raise their de- 
preciation rates. Another extra finan- 
cial burden 
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cision to increase the purchase prices 











































farmers are shifting production back to 


for the state this year is its. | 






























ain, cotton and oil-bearing crops 
to encourage farmers to grow more of 
these commodities. 
| These two measures — 
| cessions to state enterprises and higher 
purchase prices for certain agricultural 
roducts — will cost the state Rmb 11 
illion, Wang said... sehen, 
Subs ; for prices. and state enter- 
int 
70 billion, about one-third of the 
jomestic revenue. The state 
get is caught in the middle of a dis- 
torted pricing system which has just 
started to be reformed, Wang com- 
ained that the central budget has to as- 
‘ume more duties than its revenues can 
afford. The share of the budget’s re- 
venues in national income, has drop- 
ped from 32% in 1979 to 25% 986. 
Local authorities and enterprises have 
been allowed to’ retain more. funds to 
stimulate local development. But they 
have used the retained money for pro- 



















fitable returns. The central govern- 
ment, meanwhile, is in control of pro- 

` portionately less money and. still has 
to fund long-term, low-yield’ invest- 
ments. 

To expand its revenue base, Peking 
this year is introducing new taxes such 
as one on the use of arable land for non- 

agricultural activities. Late last year, it 
also revised the income-tax law (which 
until recently applied mainly to foreign- 
ers) to cover high-income Chinese. As 
standards of living improve, this may 
prove to be a significant source of re- 
yenue in the future. 
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‘are, expected to reach — 


|. cessing industries and non-productive 
construction offering quick and pro- 



























A golden fleece again 
Changing fashions send wool prices up 


By Hamish McDonaid in Sydney 


FA rawn by strong demand for natural 
fibres over synthetics, Australian 


in 1985-86, government authorities 
predict about A$3.6 billion in exports 
in 1986-87. Purchases from Jape 
were up nearly 50% in the first se 
months of the season over year 
figures, 
A surge in wool production has res 
sulted from two factors other than 
pull of higher prices: good seasons alt 
the severe drought of 1981-83, and th 
severe decline in wheat and other g 
crops that for many farmers have be 
an alternative use of their land. Fror 
low point of 133 million in March | 
sheep numbers have risen to an 
mated 160 million. Shorn wool output i 
estimated to have risen from a drought 
year low of 641 million kg t 
about 785 million kg. 
Wool exporting countries, | 
mostly in the southern hemi: | 
sphere, have not had to worry. 
greatly abo 
ers develop 
. to the point o ufliciency 0 
n export — unlike the cas 
a wheat. But none have bee 
ell placed as Australia to take 
ge of demand 
ig 


wool, the export that got them going 
early last century. Wool has turned out 
to be one commodity where the advan- 
tages- of the fall in the Australian dollar 
have not been nullified by the effects of 
global subsidy wars. 

Over the past few months buyers 
from northern hemisphere industrial 
cities have been jostling in auction 
rooms-around rural Australia, bidding 
prices up by about 25% since the start of 
the current season last July. Prices have 
reached just under 700 A cents 
(US$4.80) a kg, using the official marker 


WOOL PRICE SOARS 
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Secure neven At underpinned their coarser woo 

price constructed from a cross-section | Even so, the rapid increase in output 

of wool types. and the likelihood of more acceptable 
Across the quality range, mills are synthetics becoming available has 

responding to a shift in preference | 

among consumers ~— whether up- 


Canberra’s Bureau of Agricult 
nomics (BAE) to make p j 
wardly mobile cadres in Moscow and clusions about the medium-term < 
Peking, or the middle class in Northeast look. In a forecast issued in Febr 
Asia, Europe and North America—to- | the BAE said prices received by proc 
wards pure wool over synthetics or ers;would fall in real terms D 
mixes. Wool’s consumer image has five years. BAE economists admit 
been boosted by years of expensive pro- | prices have been more buoyant t 
ducer promod through the Interna- anticipated in recent weeks, but 
‘tional. Wool Secretariat and establish- this did not affect the longe 
ment of a universal mark for pure-wool 
products. In Australia’s case, of the 














































look. “Ifthe present high pr 
increased resources going to wool, th 
A$207 million raised in 1985-86 by an 
8% tax on all sale proceeds, about 


is more likely to reinforce the outlook,” 
said the BAE’s Paul Flint. 

A$120 million went on promotion. The AWC disputes the BAE a 
The strength of demand has been | look, though it has not yet produ 
demonstrated by the enormous run- | own forecast for the 1987-88 year. OF 
down in the stockpile kept by the gov- | cials expected production would 
| ernment-sponsored Australian Wool | crease “at a much reduced rate” 10 
Corp. (AWC), which has operated a perhaps 795 million kg next year. The 
floor-price scheme for the past 14 years. | run of exceptionally-good seasons coul 
From 1.6 million bales in November i 

1984, in the current season the stockpile 

has dwindled to about 500,000 bales. 
























structure of the national flock, th 
number of breeding ewes and so 
would preclude faster growth. 
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not be expected to continue and the. 
yrt receipts .A$3.1 billion 















By Nick Seaward in Kuala Lumpur 


on’t jump — it is not as bad as we 
thought, seems to be the message 
rom the latest assessment of the Malay- 
sian economy published by the cen- 
tral bank, Bank Negara (BN) on 26 
March. 
In a marked departure from the 
despondent tone of the 1987 budget an- 
-nounced last October, BN’s annual re- 
port suggests that the economy has bot- 
‘tomed out. Growth in gross domestic 
product last year was 1% in con- 
“stant 1978 prices, compared with the 
0.5% forecast six months ago. Prospects 
or 1987 were better, said BN governor 
‘Datuk Jaffar Hussein, with real growth 
ROME expected to be between 1.5- 
Da 
Ceo H is ironic that budget day last Oc- 
tober marked the turning-point in the 
onomy — though Finance Minister 
Daim Zainuddin had no way of knowing 
tat that time. Foreign currency started 
to flow. back into the country and, ac- 
‘cording to Jaffar, “business sentiment 
hanged for the better.” As a result of 
enewed business confidence and better 






































































onal income. Growth in gross nation- 
product in current prices was 
gative 7.3% , compared with negative 
wth of 3.2% in 1985. Per-capita 
P also declined for the second year 
unning, from M$4,580 (US$1,816) to 
M$4,131, resulting in a contraction in 
rivate-sector expenditure of 11%. 

<: The drop in incomes also had a pre- 
_ dictable effect on government revenue, 
- which shrank by nearly 9% in 1986 and, 
as first predicted in the October budget, 
the federal government suffered a def- 
icit in its current account for the first 
_ time since 1972. 
Given these kinds of figures, it is 
‘hardly surprising that BN’s statisticians 
are predicting only a slow recovery in 
the economy. Growth in GNP in cur- 
nt prices is expected to rebound to 
5-4% in 1987, compared, for exam- 
è, with just under 14% in 1984 — the 
ast year in which positive growth was 
achieved) © ` , 
<- Much of the recovery will be due to 
he rise in. commodity. prices since the 
d of 1986 from the deep lows of ear- 





in that year when prices were 25% | 


down .on 1985, according to BN. esti- 
mates, The price fall reduced overall na- 

ional income by 7.3% despite higher 
commodity-sector output: exports were 








commodity prices, the economy is “ona” 
lear but gradual path to recovery,” he 
d l 


The news is not all good, however. A. 
4.2% decline in Malaysia’s terms of; 
rade last year has taken its toll on-na- 





'hings are looking up for Malaysia’s battered economy 


i : , the 
overall deficit went shooting up to 
| M$8.5 billion, or 12.7% of GNP — the 
highest it has been since 1982. 

This increase in development expen- 
diture was due to the need to finance 
existing projects started under the 

Fourth ‘Malaysia Plan 













off M$7.8 billion from 
1985. 

The BN report states 
that though some re- 
covery in commodity 
prices has already occur- 
red, “no substantial im- 
provement can be ex- 
pected over the next 12- 
18 months.” Commod- 
ity export earnings are 
forecast to grow M$800 
million in 1987 over 
1986 based on the high- 
er prices. BN admits 
being overly cautious 
with this forecast, how- 
ever, pointing out that 
its average price as- 
sumptions for the major 





Jaffar: b 
Ne 


‘prospects. 


(1980-85), and is an indi- 
cation.of the extent to 
which the government’s 
|. hands are tied by previ- 
| ous expansionist poli- 
‘cies: Indeed, the gov- 
ernment is not expected 
< to bring its current ac- 
count. back into the 
black much before 1989. 
Clearly, additional 
borrowing from over- 
seas to finance the def- 
icit has been ruled out 
as an option. At M$1 1 
billion, net external be 
rowing in 1986 Was 
down by:a remarkable 
T 49.3% on the previous 
‘year — largely due to 















export commodities of 
petroleum, palm oil, tin and rubber in 
1987 had — with the exception of palm 
oil — already been exceeded by. the 
market during the first quarter of this 
year. A 

The, recovery in commodity prices 


“has had a marked effect on Malaysia's 
-balance-of-payments position. With ex- 


rts: from the manufacturing sector 
orecast to expand by 12%, the coun- 


‘try’s merchandise account is expected to 


show a record surplus of M$9.6 billion 
this year, compared with M$8.4 billion 
in 1986. The latter figure was only 
achieved, however, with the help of a 
M$27.1 billion drop in imports, espe- 
cially in the capital-goods sector. 


he invisibles account also improv- 

ed, with services payments in 1986 
declining by 6% while receipts showed a 
1% increase. As a result, the overall def- 
icit in the balance of payments nar- 
rowed to M$1.2 billion, or 1.8% of GNP 
last year, compared with M$1.8 billion 
(2.5% of GNP) in 1985. Assuming:a 
moderate increase in the invisibles def- 
icit in 1987, BN is forecasting a drop in 
the current-account deficit to M$600 
million, or 0.8% of GNP. This would 
mark the best performance yet since the 
slump of 1982 when the deficit reached 
14.1% of GNP. 

There has been progress, then, in re- 
ducing one of the “twin deficits,” the 
prime targets of the government’s eco- 
nomic policy since 1982. For the other 
of the twins, given the deficit suffered in 
its current account last year, there was 


no way the government could have kept | 


reducing the fiscal budget deficit as it 
had over 1982-85. To make matters 
worse, however, development expendi- 
ture increased by 11.3% in 1986, despite 


+ the Treasury’s success in 
bringing its non-financial public enter- 
prises to heel. The M$1.1 billion figure 
indicates that a major rethink of 
priorities took place last year, for as re- 
cently as last September the Ministry of 
Finance was predicting ‘that external 
borrowings would be in the region of 
M$2.5 billion by year-end (REVIEW, 25 
Sept. 86)... Pii 

As if proof were needed, however, 
to demonstrate that it is no use treating 
the symptoms without tackling the dis- 
ease, this slow-down in foreign borrow- | 
ing was obliterated by a M$7.6 billion | 
increase in total outstanding external | 
debt, caused by a depreciation of the 
Malaysian dollar during 1986. Here, the 
fundamental weakness of the Malaysian 
economy was to blame. othe 

The position would have been sub 
stantially worse had it not been for the 
sustained. inflow of capital during the 
last two months of the year. BN estis ` 
mates that around M$4 billion worth of 
foreign currency has come back into the” 
country. since November — probably | 
duë to the realisation of exporters thata | 
devaluation of the Malaysian dollar was i 
no longer on the cards. As it was, the 
Malaysian dollar depreciated against a 
basket. of currencies. by 13% over thë 
year and, total external debt increas- 
ed by a whopping 20.5% to M$51 bil- 
lion. Le 

Foreign debt is now 76% of GNP 
(1986: 59%) and the debt-service ratio 
has risen to 17.6% of exports, compared 
with 15.8% a year-ago. BN officials are 
reluctant to predict whether these fig- 
ures will come down this year with the 
recent strengthening-of the Malaysian 
dollar, ‘but it seems reasonable to 
suggest that they will stabilise at around 
those levels. 














“ot HKS1,382.2 million (1985: HK$59.1 mill fear ier The aud ied Consoles results were: 


“Turnover 
Operating profit 
‘Net finance charges 
Net operating profit 
| Share of profits less losses of associated companies : 


Minority interests 


Profit for the year before extraordinary items 
Extraordinary items 


Profit siden to shareholders 


he profit for 1986 before the etautdiery item inerea’ 
pally there wasan extraordinary praht of MKS, 302.2) 

of shares on the flotation of Cathay Pacific Airways Lir 
which have been calculated by reference tothe profit betore 
“the weighted average number of shares in issue during each 


been similarly adjusted. 


Cathay Pacific Airways Limited poled. attributable. ovals 
<i 1988. Hong Kong Aireratt Engineering Company Li 

"oy 25.390, Swire Properties Limited's results were again shai ‘ply 
substantially improved development profits. Shipping, “olishor 
activities recorded losses in depressed market condition 
men inthe operating profit of the industries division cng 4986. The: radno, division = 


Sa result of En 


-o chada very good year, 


Final dividends. The directors of Swire Pacific Limited wil irecommend to shareholders 
at the annual general meeling on 28th May 1987 the payment : iy 
` (985: 32.3¢) per ‘A’ share and 880 (1985:8650) per B‘ share paya bieo and J 

: to shareholders: registered on 24ih April 1987. tha share registers will be closed form: 
16th Aprilio 24th April 1987, both dates inclusive. 

Once again, the final dividends will be satisfied by the issue ol S0rip te each class of 
sharehoider, with the option being given to shareholders to elect to receive cash in 

ieu of Scrip:in. respect of partè all of such dividends Full détallg of the sonp dividend 
procedures will beset out in a circular letter which; together with the forms of elaction 
for the payment of cash dividends, willbe sent to sharehakiers.on.4ih May 3987, 

, Capitalisation issue. The directors will recommend a capitalisation issue of one new 
‘A’ share for every five Æ shares held andon new Bi share tor every five ‘Bi shares 
held on 24th Apri 1987. The new shares will rahk pan pase with the existing shares, 


cd by: 45696 and addition: i 


year have been adjusted: 
to reflect the capitalisation issue made in May 1986. Dividends Inespect of 1985: have °° 


) ra i 


ere WES a further improve: ; 


Year ended 2161 December 


1986 
HKSM 


1986 
HEEM 


43:692.2 


1,784.7 
1,382.2 


—HKS1.39 


“except that they wil nok ctu lity for the Taai dividends’ 
expected thatthe new shares wil bes 


investment propertion end net nen 


ofthe shares of Swi Pacil : 
and HRILAS per B share, ; oree resneo 
z aig Pecenkar as after adjustment te 


nS 


2 Group aga whole lor 1087 ? are ‘good 2 and 
The Arinual Report tor 1986 will besent to shareholders or 


Hong Kong, 25th March 1987 








14th May 108 


HMP Ailes 









_ By Nigel Holloway in Singapore 
S insapore’s port.is the busiest in the 
world in terms of tonnage of ships 
andled. The city-state wants to match 
ts prowess as a harbour by becoming a 
op ship-owner and manager. Tax 
breaks are being considered to bring 
this about. 
Considering Singapore’s history and 
‘prime geographical location, it seems 
Strange that it is not a more important 
maritime centre. The physical facilities 
are at least as good as Hongkong’s andit 
as a sizeable shipyard, which is absent 
in Hongkong. Singapore has about 
even tpnificant shipowners, half a 
dozen ship managers (all Scandina- 
ian), seven brokers and 104 agents. 
ut it has never entered the mainstream 
of international shipping in the same 
y.as Hongkong has. 
What: Singapore. lacks is entre- 
reneurial chutzpah. None of the busi- 
essmen with big ideas from Shanghai 
nd Ning Po who. gravitated to Hong- 
ng after China fell to the Communists 
ame to Singapore, so the government 
yw has to try to inject some flair into: 
shipping industry. In view of the fact 
at the national flag carrier, the 62% 
ate-owned Neptune’ Orient Lines 
NOL), has just disclosed a five-fold in- 
ease in net losses; this may seem as 
good a time as any to do so. 
It will not be easy, because it will in- 
Ive taking a bigger share of a declin- 
1 market. Shipping people, who tend 
be..congenital optimists, seem to 
kK that their. business. will-recover 
ithin three years, when the world- 
ide overcapacity of vessels may disap- 
ear an : 
2 Their. Singapore. brethren share this 
view, which was reflected in last year’s 
report: of the Economic. Committee 
under Minister of Trade and Industry 
Lee Hsien Loong: “By the 1990s, the in- 
stry should be growing again,” it 











































The group of businessmen..which 
ave the committee ideason how to pro- 
mote maritime services foresaw a 
umber of activities which Singapore 
uld exploit. These ranged from the 
evelopment of the island as a base for 
supply boats to the leasing of port 
lities to private operators. A few of 
hese proposals found their way into the 
nal report, which stated that contain- 
were the main growth area and that 
Ingapore must promote itself as a re- 
nal centre to feed containers to the 
nd-the-world services... 





























. tivity, very different from the first, 


| mendations made to the Ministry of” 





So far, charges by the Port of Singa- 
pore Authority (PSA) have borne the 
brunt of the attack. As from April last 













Fleet-owners’ discounts 


“Singapore plans to boost its flagging shipping business 


year, composite port dues for vessels 
staying less than five days were cut by 
50%, stevedoring charges for con- 
tainers were cut by another 10% 


and rebates for warehouses and 
handling charges totalled up to 
33%. 


PSA facilities are now reckoned to 
be competitive with the world. The Lee 
committee report said that tariffs should 
be reduced further as port handling be- 
comes more fully automated. Pilotage is 
now much more efficient than pre- 
viously. 

The industry’s representative, the 
Singapore National Shipping Associa- 
tion (SNSA), is now concentrating. on 
the development of two areas: ship- 









THE GOVERNMENTS’ SHARE 
Comparison of corporation tax" 
National | Non-national | 
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Owning and management. To the op- 
timists, the former looks attractive be- 
cause of the current low price of new 
and second-hand ships. The second ac- 


seeks to exploit Singapore in much the 
Same way as any other fee-based service 
by taking advantage of the island’s effi- 
cient infrastructure. Ship management 
has grown worldwide, in part because of 
the difficulties faced in recent years by 
ship-owners. 

The SNSA appointed a consultant, 
Lloyds Maritime Information Services 
of London, to advise it on Singapore’s 
competitiveness in these two activities. 
The consultant’s report and the recom- 


Trade and Industry are based on’ one 
important assumption: the island wants 
its costs — in terms of wages, taxes and | 





venience. 

A lot more than prestige is involved, 
because the International Transport- 
workers Federation. (ITF), to which 
dockers and seamen around the world 
are affiliated, has in the recent past 
treated Singapore ships as “Third 
World” vessels. and harassed them. 
Both the seamen’s and officers’ unions 
in Singapore are affiliated to the 
ITF, but this does not always cut 
much ice at.ports thousands of miles 


























sa À 
'ompanies owning ships which fly a 
Singapore flag pay no corporate income 
tax a benefi ‘matched ony by Greece 
among the main shipping nations. And 
capital allowances give owners a very at- 
tractive depreciation schedule. Singa” 
pore-registered. vessels with.. a., crew 
more than a quarter of which is Singapo- 
rean are entitled to a 50% rebate on an- 
nual tonnage tax. 

According to the consultant, mau- 








| by the tendency of countries, such as 


actually paid is often a matter of negoti- 





REVIEWTABLE by Ricky Hul ~ 






ning costs for Singapore-flag vessels are 
between US$400,000 and US$550,000 a 
year, considerably cheaper than in, say, 
Europe. This advantage is being eroded 


Norway, to.establish “offshore” ship re- 
gistries, which enable operators to use 
crews from low-cost countries. This 
should in theory blur the distinc- 
tion between flags of convenience and 
others. 





72x exemption has, therefore, not 
‘been a strong magnet. The total 
amount of. tonnage registered in: Singa- 
pore is, as elsewhere, less now than in 
1978. In any case, the publicised level of 
tax is only one consideration. As the 
consultant points out, the amount of tax 





ation with the authorities and places like 
Hongkong do not insist the firms reveal 
their beneficial owners... 

The SNSA is asking for no 
ore flag vessels also to be tax exempt. 
"his sounds like a radical proposal, but 
its proponents suggest merely that it will 
enable them to be more flexible in their 
route network. For example, if a ship. 
Operator wants to try a new route, ite 
may simply charter a vessel to see whe- | 
ther there is money to be made onthe 
route. If the government’s aim is to 
bring more shipping business te nga- 
pore and not just to get firms to fly the | 
national flag, it may well be- persuaded 
by this argument’) : 

“To attract: more shipowners- and 
managers to incorporate in Singapore, 
the association recommends a cut in 
corporate tax from 33% to 10% fornon- 
Singapore flag owners and to 15% for 
ship managers.’ This would undercut 
Hongkong, but may not go down well 
with Singapore’s authorities, which will 
want to. know why they should make an 
exception for the shipping industry. Nor 

the: 


is it entirely clear w reduction.: 


























































|. Ship.o are more. concerne 

| about taxes on-chartering. Singapore is 
the only country with a withholding tax 
on bareboat (uncrewed ships) and time 
charter fees payable overseas. The net 
tax is up to. 3% of earnings and the in- 
dustry wants the tax chy cae To help 

“owners, the association 

“government to extend capital allow- 

ances to Singapore-incorporated firms 

| against profits made from the o) 
ship of non-Singapore flag vess 


é-taxation agreements shouldbe 


| signed, the SNSA says, with the.US, 

| Chile and China to ensure Singapore- 
| flag vessels are not subject to freigh 

| in these countries. re 


£. None of the operators seems to think. 


' these proposals, if effected, will have 


more than a marginal effect on the in- | 


dustry, certainly in the first couple of 
Shipping centres these days re- 
bour costs, strong govern- 

int backing or captive markets to suc- 
ceed, none of which Singapore. has. And 
the government is not willing to 
introduce the, sort of free-wheeling at- 


“mosphere that enables shippers to. f 


rosper in places like Greece or Hong- 


tor Divestment Committee. sai 
d-March that the state should 


ally cut its share in the shipping im to 


| As a national carrier, the commit- 
tee says, it cannot change its freight 
-tariffs as easily as companies which are 
not classified as such. At the moment, 
NOL, Singapore's only global liner ser 
vice, has more pressing problems on it 
hands. The firm made a net loss o 


$$60.09 million (US$28.1 million) last. 


year against a S$12 million loss in 1985 
on an 8.1% increase in turnover to 
-$$919.26 million. NOL predicted a pro- 


fit. in the second half of last year only to ; 
ind that cargo volume from East Asia 
tothe US “did not hold,” according: 
to the. managing director, Lua.Cheng . 


Not all shippers are iar money. 
Pacific International: Lines (PIL), the 
largest private ship-owner in Singapore, 
made what it regarded as a respectable 
(though unstated) profit last year on 
turnover of S$180 million. -Fh 
and the rationalisation of its 
place.in 1983-84. PIL is, in essence, a 
coastal shipper that has gradually..ex- 
panded its horizons as far as. the 
Mediterranean and Latin America. 
Only eight out of a total fleet of 41 ves- 
sels.are container ships. The.company, 
like. several others, would like to see 
PSA charges for conventional bulk car- 
riers cut as deeply as for containers. But 
ultimately the industry's future is-not up 
to.the government to decide. “We have 
| to. help ourselves,” says Teo Siong 

_ Seng, the firm’s deputy managing oe 


|) Aor, l 


as.asked the’. 





e losses: 








Jardine Matheson opens the door to Keswick control 


By John Mulcahy in Hongkong 

Matheson’ Holdings (JMH) 
continues to hold the Hongkong in- 
vestment community in thrall, its suc- 
cessive corporate manoeuvres: cul- 
minating in a new management struc- 


. ture anda scheme to entrench controlin 


the present hands. In a move skilfully 


“timed.to, coincide with confirmation of 


the group's recovery from virtual, bank- 
ruptcy, the means have been created 
to provide the founding Keswick family 
with unassailable control. 
‘The new management structure is 
designed to create a layer of strategic 


thinkers above the field executives, tak- 


ing out of their hands decisions they 
would ‘have difficulty making objec- 
tively, such as whether. the businesses 


| 
| 
| 


| degrees of obeir. 





| the problems 
| during t 





panded, sold or run down. 

„same time, a.new capital 
structure is. bein 

lish leveraged vot 
new class of ordi 

of four B shares | 


ced tovestab- 

ig rights by creating a 
ry shares, in-the ratio 
or every existing ordi- 


‘nary, with the value pitched at only.10% 


that of the core shares. Yet the B shares 
will have the same voting rights. as the A. 

While the concept of stratified voting 
rights has generated. heated debate in 
New York and London at various times, 
the Jardines. proposal has raised only a 
few select eyebrows in Hongkong. 

This is in large part.a result of the 
group’s. far-reaching reorganisation, 
which in the case of the creation of 
Dairy. Farm International, a “demerg- 
ed” subsidiary of Hongkong Land Co., 

ines’ erty arm, has already re- 
US$512.82 million) 





in premium to shareholders’ pockets. 
As the new shares are being offered. 
to everyone on the same basis, Jardines 
chairman Simon Keswick believes 
shareholder democracy has been | 
served, while openly acknowledging 
and willingly defending the aim to per 
petuate control in existing hands, 
“It will.give Jardines the flexit! 
the future to issue ordmary st 
expansion without jeopardising 
shareholding stability which has b 
brought about through the grou 
cent restructuring,” Keswick sa 
The assumption of universal share 
holder contentment with the manage- 
ment status quo does contain a trace ù 
arrogance, but then the family thatha 
held on to control of Hongkong’s most: 
visible trading group through countless: 
crises over 150 years has not done so byo) 
Undeniably, the interests of some 
sharshokiirs i 


bsorb a large proportion 
ement time —— some of 
ardines found itself in 
eg 80s were the result of 
ised scheme to thwart an age 
i roup by Cheung 


| tions, ‘bust, the turnaround has 


dered on the miraculous. The group $ 
present management gleefully cites the 
woeful inadequacies of its predeo Be 
though the biggest of the poor d 
could hardly have been taken withe 
overall. board, consent, thus including: 
both Simon Keswick and his brother 
Henry among. those to whom blame 
should be apportioned. 

Still; JMH results for 1986 show at 
tributable profit of HKJ79 milion, 
more than treble the previous year's 
level, and the, directors are confident 
enough to project a 40% improvement 
in the dividend during the current year. 
Now virtually debt-free, JMH has the. 
capacity to embark on substantial ¢ 
pansion, and seems to have identifie 
nancial services as the logical priority. 

Given the upbeat prospects, espe: 
cially after absorbing enormous capi 
tal losses on shipping, formerly = 
core business, shareholders are likely 
to be grateful enough to accept the 





















; As for family plans to re-establish 
_ control by way of voting rights, Keswick 
says far too much is made of his family’s 
holdings. The Keswicks refuse to dis- 
_ close their collective equity interest in 
Jardine Matheson, though the widely 
accepted figure is about 10%. 
Assuming full conversion by the 
amily of its A shares to B shares, at a 
price reflecting the 10:1. disparity in 
value, the family could hypothetically 
-Taise its holding to 28% of the voting 
_ sights, without spending a cent. 
< This assumes a base price of HK$25 
for Jardine A shares, which confers a 
_ post-issue price of HK$17.85 on the A 
shares and HK$1.78 on the B shares. 



















Fo the Keswick family ta assume 
control, which for statutory pur- 
poses in Hongkong is a holding of 35% 
of the voting rights, the additional out- 
lay would be HK$254,95 million, plac- 
ing a total notional cost of HK$1.29 bil- 
ion on a stake of 35%. On the same 








kong’s major British 
wire Pacific, control of 


d voting structure was established 
g the chairmanship of John Brem- 
; who was later to move over to the 
nment as the territory's financial 
tary. Thatin itself will have lent 
e mechanism an aura of respectabil- 
y, enabling the Jardine proposals to 
_pass through the regulatory Securities 
Commissioner’s Office unchallenged. 
Whether it is fair to all is something 
lse again, as the argument that all 
reholders have an equal opportunity 
build up their voting rights through 
B shares is somewhat disingenuous. 
___ As things now stand, control is pre- 
Served through a crossholding arrange- 
lent, involving JMH’s 45% stake in 
ardine Strategic Holdings (JSH), and 
ie latter’s 25.6% holding in JMH; the 
any at the top of the newly con- 
























































Acache of - 
shaky debt | 


Japanese exposure to LDCs 
remains ‘confidential’ 


By Charles Smith in Tokyo 


J apanese banks have the. sécond 
largest debt exposure to less-de- 
veloped countries (LDC) after that of 
the big US banks. But their involvement 
in LDC lending (with the exception of 
the Bank of Tokyo) has not yet reached 
the point where they are. being 
downgraded by US credit rating agen- 
cies. This relatively reassuring picture 
seems all the more remarkable in that 
Japan is among the most secretive na- 
tions on its LDC debt exposure. 
Individual Japanese banks are re- 
quired to submit data to the Ministry of 
Finance (MoF) on their lending. to 36 
countries designated by the government 
as “problem” borrowers, but. the MoF 
does not publish the totals or even issue 
information in confidence to the banks. 
The result is that, in theory at least, Ja- 
panese banks are aware only*of their 
own lending figures, unlike West Ger- 
man banks which are given confidential 
figures by the Bundesbank (the central 


THE CHAN AFFAIR 





By Bailey Ericson in Port Moresby ` 
A report of an inquiry into a share 
float in Papua. New Guinea has 
questioned the integrity of Deputy 
Prime Minister Sir Julius Chan, de- 
nounced a cabinet minister’s greed and 
chastised the chief ombudsman. It has 
also accused 42 of the nation’s leaders of 
bate on freedom of the press. 
When Placer Pacific was floated in 
Australia in July 1986 at A$1 (69 US 
cents), its 128.57 million shares were 
keenly sought and the company reneged 
on an agreement to reserve 10% for re- 
sidents of Papua New Guinea, where it 
held rich gold assets at Porgera and Mis- 
ima, Prime Minister Paias Wingti sub- 
sequently instructed Chan, who was 
then also finance and planning minister, 
to ensure that Papua New Guinea’s 
share was taken up. With cabinet sup- 
port, Chan relaxed foreign-exchange 
controls and lending procedures. 
Many of the nation’s most prominent 








misconduct and generated a lively de- | 


people bought in, among them Chan’s |. 














associates who, with his family and their. | 


inet 


WHAT JAPA 
IS OWED 


‘debt exposure to selected 
December 1985) 







































$ Source: Nihon Keizai Shimbun, 
Note: “Others” means the remaining 26 countries on the i 
Finance Ministry's listof 36 countries whose borrowing = 
led monitoring. = =" > 


























is subject to detailed 


AGRAM by wang 


bank) of competitors” loan exposure. 
The government’s passion for sec- 
recy extends even to the identity of the 
36 countries. This has never been offi- 
cially revealed, though insiders say that 
it is easy enough to guess which country 
is, or is not, included, i as 


Sharing the blame | 


PNG report on company float is critical of nation’s leaders 


companies, between them acquired 
868,700 ‘shares. Some of these pur 
chases were made ible by a Kina 
m the 


































Japanese ban £ 
LDCs has resulted in some incorrect es- 
timates being made by private research 
agencies. A figure for lending to Brazil 
- published by the research arm of Daiwa 
| Securities Co. was arrived at by dividing 
the total overseas loan exposure of each 
of the major Japanese banks by four. 
An in-house estimate of Japanese lend- 
ing to 10 major Latin American coun- 
ies, issued by the London-based bank. 
ing agency, IBCA Banking Analysis, 
clients in October 1986 is dė- 
d by Japanese  semi-official 
: as significantly off target. 
ee BCA puts total Japanese bank lend- 
| ing to the 10 countries at US$29.7 Bil- 
| lion, marginally ahead of the US$28.99 
billion exposure of British banks and far 
“behind US exposure of US$76.1 billion, 
The real figure for Japanese lending to 
the 10. countries is understood to be 
higher than the IBCA figure though the 
VIEW was unable to discover by how 





















cae. 

In contrast. with rule-of-thumb esti- 
mates by Daiwa and underestimates by 
IBCA, a set of loan exposure’figures to 
seven major Latin American borrowers 
plus the Philippines, Poland and Yugos- | 


term credit banks such as the Industrial 


Credit Bank. Japanese city banks do not 
“qualify for, Moody’s ratings as they are 





through bond flotations, but overseas 





| lavia, published in February by the daily 
business, newspaper, Nihon Keizai 
| Shimbun, is understood to be very close 

to: the mark. The estimates show 






Japanese exposure to Mexico and.| 


Brazil at US$12.9 billion and US$10.7 


‘|-reguiations. Los and 
Geno also recommend- 
-| ed a severe. reprimand 
| for -Chie ibudsman 
| Charles N o-Aoae and 
-| accused Wingti of making 
| “ambiguous statements” 
| about whether he bene- 
‘fited from the float, but 
empted him from any 
harges. 

Maino-Aoae, whose 
| to en a 
code, had. placed hi 
| ian “awkward position” 
` (according to the report) 


















Chan: undera cloud. 


osure to 
: e $40.7 billion, 
while the newspaper estimates lending 
to other countries on the MoF list of 36 
at US$3.7 bilion: =o l 
On the strength of what is known 
about Japanese lending to LDCs, and in 
the light of their impressive domestic 
performance, Moody’s Bond Report, 
one of two leading. US credit-rating 
agencies, awards AAA ratings to. the 
major Japanese trust banks and to long- 









Bank of Japan and the Long Term 











prohibited by law from raising funds 


subsidiaries of city banks which issue 
bonds with a guarantee from the parent 
company also have AAA ratings. 

One of the few exceptions to this pat- 
tern is the Bank of Tokyo, whose 
Moody’s rating was revised in 1986 from 
AAA to AAt. The Bank of Tokyo is be- 
lieved to have one of the heaviest LDC 
loan exposures of any major Japanese 

bank, besides having a relatively small 
domestic base, a fact which reflects its 
legal status as a specialised foreign-ex- 
change bank. 

The top credit ratings awarded by 











Moody’s to major Japanese banks con- 
trasts sharply with the same agency's 
rating of US banks, only one of which 
‘(Morgan Guaranty) currently rates an 
AAA Status. a 







It said the financial sys- 
tem was not equipped to 
handle it and there had 
‘been no precedent requir- 
ing the issuing of guide- 
lines. It recommended 
the forfeiture of some or 
all of the profits for those 
who had purchased more 
than 5,000 shares. 
Chan, leader of. the 
People’s Progress Party 
» inthe. coalition govern- 
ment, has limited himself 
to declaring his innocence 
and pointing out that he 














because his own company 
had purchased 10,000 Placer shares. 
The report was less kind to Torato who, 
as a backbencher, had approached the 
Placer management seeking favourable 
treatment in the allocation of shares 
“for two companies he owned in the 
Porgera gold area, according to the re- 









rt. 

p? The report also said that 42 of the na- 
tion’s leaders — politicians, holders of 
_ constitutional and statutory positions 
and ministerial staffers — were guilty of 
misconduct by not informing the om- 
budsman of their intention to take up 
| stock in a foreign company. 
<| The report pointed out that a float of 

| 12. million shares was a rare event 












== hadnot been officially ad- 
vised of any specific allegations.. But 
Justice Minister Warren Dutton sprang 
to his leader’s defence, denouncing 
“trial by the press” and accusing the op- 
position of stealing the report and leak- 
ing it for “malicious, vindictive and en- 
tirely political” motives. Torato called a 
pres conference to lambaste every- 
ody, then withdrew his comments on 
legal advice — though he maintains he 
has done nothing wrong. 



























vict; it can only make observations. 


in Papua New Guinea. 








The issue has since been referred 
back to the investigators, who must de- 
cide if they wish to make a formal refer- 
ence for action to the public prosecutor. 
The Los-Geno team has no power to con- 










Pullet to 
market, quick | 


Malaysian chickens 
respond to new vaccine 




















By Nick Seaward in Kuala Lumpur 
A new vaccine against a virulent 
chicken disease has been d 
veloped in Australia which could he 
the potential of increasing rural fal 
incomes in Southeast Asia by as much 
25%. 
The new vaccine could give about 
60% of traditionally reared chick 
immunity from Newcastle disease 
devastating virus which Prof, 
Ibrahim of Universiti Pertanian 
sia (UPM, the University of Agricul- 
ture), has described as “the Mohamimac 
Ali of ‘chicken diseases in southern 
Asia.” a 
The vaccine has already shown such 
results that it appears the Ma no 
Government will go ahead with its in- | 
troduction. Other countries which have 
























































flocks. after the chickens were imnocu- 
lated. 
One such study conducted in West 1 
Java discovered that a vaccinated flock = 
increased from 5,300 fowls to 12,238 
fowls over a year, compared with a de 
crease from 3,867 to 1,400 suffered. by 
an unvaccinated flock due to Newcastle | 
disease.’ a 
This is not the first vaccine agains 
Newcastle disease to be produced, but i 
is the first that is suitable for rural app 
cations. A joint Malaysian-Aust 
team of scientists working sia a 















does not killinfected birds. 

Chickens infected with V4 have been 
found to be immune to the virus that 
causes Newcastle disease. The othe 
main benefit of V4 is that it has been 
found to be very heat resistant and can. 
be administered simply by spraying tonc 
feed pellets. It also has a shelf life of sew- 
eral weeks. 

Up until now, traditional Newca 
disease vaccine has had to be ad 
tered via drops in the-cyes or nowt 






















which makes it unsuitable for small 












We give you Asia, 
minus the mystery, 
minus the myth: 





== Asia1987 Yearbook 


































Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion’s future but affect the entire world. The Asia 1987 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
an afford to ignore them. Nor can any professional or 
lar or anyone who has dealings with Asia. Decide 
or yourself whether any other single medium puts the 
ial and political realities of Asia at your 
sodas as does the Asia Yearbook. 


ni s 28th Edition 

Yearbook; now in its 28th year, is bigger 
omprehensive than ever before. Matching 
f Asian development, it goes into great- 
ith greater insight — a book which everyone 
s to know about pale, must have on nine book- 


he Asia 1987 Yearbook includes two new chapters -—- 

Vv ing a historic year in South Asia, and analysing US 
ement in Asia — but you will find familiar chapters 
features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
_ Pacific, Asian & Pacific Organisations, and a round-up 
of the year’s news stories. 


AS in the past, the Asia 1987 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 


uty. 


main. body of the book: contains chapters on 31 
ging from Afghanistan to Paul from 
é land... 


Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
_ and Infrastructure, complete with a map and lists of 
_ leading public officials. The Asia 1987 Yearbook gives 





_ Market potential and population trends to: foreign aid in- 
ement and social. and. cu Itural landmarks. Each 





material, including a full ee profile of each regional © 


_ you localised, first-hand information on everything from 





country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 
Published by the Far Eastern Economic ‘Review, the 
Asia 1987 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, - 
experts and research staff contribute (as they have. reg- 
ularly for 28 years) to keep the Asia 1987 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$1 95/US$24, 95/£17/S$54.50/M$66.50 
Hard Cover: HK$225/US$28.95/£20/S$63.50/M$77 
For airmail delivery, please add: 

HKSSS/US$7/£4. 50/$$15.50/M$18,50 per copy. 
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A harEasternEconor 


Please rushime copy/copiés of the Asia 1987 Yearbook as 
indicated. | enclose a cheque/postal order for . 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong. 
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Asia 1987 Yearbook (Soft Cover) © 
Price: HK$195/US824.95/017/ ss 50/M$66.50 each 
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n 
| that achieved wi 

have shown that once introduced into a 
portion of a village flock, the V4 virus is 
spread rapidly from smallholding to 
smallholding: : 

. The effect on. Malaysia’s economy 
from. the introduction of the new vac- 
| cine could be considerable. The totalin- 

l -yestment in poultry production in Ma- 


-Jaysia now stands at about M$725 mil- |: 


tion (US$288 million), the bulk of which 


“accounted for by commercial egg-lay- | 


: operations. Village poultry produc- 
‘tion accounts for only M$32 million of 
the investment, but these flocks are be- 


‘ith drops, initial trials | 





y me 
out disease in. the kampongs will have a 


“multiplier . effect. in. the commercial 


flocks. 
Unfortunately, it is impossible to 
estimate the number of rural villagers 


who could be raised above the poverty | 


line by this breakthrough, because | 


the Malaysian Government refuses 
to make public its definition of pover- 
ty- E ; : 

s HoWever, the latest statistics (for 


the 159,000 poor households in the 


1984) contained, in the Fifth Malaysia | 


“Plan suggest that a large proportion of | sometimes as high as If 


oh 
lift 
25% increase in their inco 
through the introduction of the new vac 
cine, This compares with the total o 
483,300 poor households in Malaysia a 
that time. 
Although this assumes that the price 
of chickens will not plummet with the 
additional supply, created by the vac 
cine, it is probably fair to say that the 
brunt of any fall in the price will be | 
borne by the commercial sector of the 1 
market as village chickens command a | 
significant premium in Malaysia, =v 
So — ower bate 
tery-reared birds. 

















ports hit new pea 


“he NT dollar’s seemingly inexor- 

able climb dominated the economic. 
| picture in the first quarter. While 
|} Taiwan's export lobbies warned of the 


luation’s dire consequences to com-" 


eness abroad, especially in their 
1arket, the US, government offi- 
: e sternly of their determina- 
tion to blunt the effects of currency ap- 
preciation on local industry. But at the 
ame time, the. government made it 
clear they were helpless to reverse the 

rend. i 

> Th 


-of September 1985. Both:eco- 
fundamentals . and. political 
; made it clear the trend would 

ue: With its large trade surplus, 


{ massive foreign exchange: reserves =~ 


which” passed US$53_billion..on -23 
- March, according to.central bank gover- 


y nor Chang Chi-cheng —.and small 


| foreign debt, Taiwan had scant grounds 


for arguing that. its. currency: was not- 


undervalued, despite the appreciation 
of the last period. It was in no position 
to. resist increasing US pressure, 
exemplified by US Treasury Secretary 
James Baker's statement before the se- 
nate on 25 March: that Taiwan and 
South Korea’. should. do. more to 
strengthen their currencies. ‘ 

.-The important question is not will 
the NT dollar continue to rise, but 
rather how far. Previously unheard-of 
numbers are being thrown about, in- 
_ cluding an unconfirmed report -which 
received front-page treatment in a local 
hs ial a — that a US envoy had de- 
manded a rate of NT$28:US$1. It ap- 
pears likely the local dollar will reach 
PNT$32:US$1 by the end of the year. 
Beyond. that, there is no single answer 


to the question of where the Taiwan cur- | 


rency’s fundamental parity rate with the 
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-ance for 


_ US$15 





ON THE RISE (Taiwa Europe Trade) | 


Exports toBritain 
ti from Britain 


US. dollar: might lie, but -some 
economists think 30:1 might provide a 
stablelevel. 

Despite the alarm caused by the NT 
dollar's appreciation, trade perform- 
anuary and February re- 
mained strong. Exports rose 33% over 
the same period last year to US$7.19 bil- 
lion, while imports rose by a similar 
32% to US$4.46 billion: The result: a 
two-month trade surplus of US$2.73 bil- 


lion, up 35% from.a year earlier. The 


politically sensitive surplus in trade with 
the US accounted for the lion’s share, 


| rising 25% to US$2.34 billion. Barring a 


major downturn in the second half, the 
overall surplus for the full year looked 
set toreach US$17 billion, compared to 
6 billion in 1986. 

Exporters. and, some economists 
warned that the effects of the currency 
realignment would. not become appa- 

ntil well into,the second. quarter. 
However, there were indications that 
Taiwan's traditional export strengths 
such as textiles and footwear would 


; Prospects for the 
main very strong. The statistical bureau 
issued a forecast for 8.8% real economic 
ñ the first six months and stood 
earlier projection of 8% for the 
full year.” ar 





One promising development. W 

progress in efforts to diversify expo 

7 markets, The rise of. prote 

tionism has highlighted the da 
gers of the island’s reliance on 
the US, which last year took 
48% of total exports. Exports to 
European markets, fuelled Dy. 
the NT dollar's depreciation 

against majot Eu 

~rencies, rose in the first two 

~ months » 70% over last yes 
-to US$1.04 billion. This repre: 
14.4% of total exports 


REVIEWTABLEDY andy tang ONLY 


tiveness. of Taiwan 
Europe, but al: 


economy (in 1986). 
Imports from Europe increased ac) 
cordingly, rising 49%. to. USS627 mil- 
lion, raising total trade between Taiwa 
and Europe to US$1.66 billion 1 
January and February, up 61% from 
year earlier. 

The growth of the trade surplus 
pushed the money supply to ughe. 
renewing fears of an upsurge 
later this year. Despite the in 
government predicted that the com 
sumer price index (CPI) would only rise 
23,1% in 1987 and the wholesale pric 
index (WED) by 2.5%. Last year, Une 
CPI rose a bare 0.7%. while the WPT 
declined 3.1% 

The NT dollar's appreciation w 
pected to keep the price of many in 
ports down, and oil prices so far have 
not rebounded appreciably from the 
sharp declines of last year. The pric of 
agricultural and other commoditie 
have remained stable or fallenas well, 

me CartGoidsten 



























THESE days, even a Monday morn- 
ing can be quite a harrowing time in the 
life of the yen and the US dollar. On 30 
March, Shroff innocently ventured an 
early call to the unlisted foreign-ex- 
hange market number at Japan’s cen- 
ral bank. A battle was in full swing. 
At 9:47 a.m., a young girl’s recorded 
voice matter-of-factly announced that 
e dollar had been trounced down as 
low. as ¥145.05:US$1, or about ¥3 
(2 US cents) below where it had been be- 
fore the weekend holiday. Institutional 
vestors, exporters and speculators 
ere scrambling tosell dollars before the 
end of Japan's fiscal year on 31 March. 
-3 A call just after 10 a.m. revealed that 
_a record-low trade had been done at 
¥144.70 — dealing had started at 
5.80 compared with around ¥147 
e previous Friday — before the Bank 
of Japan (BoJ) apparently counter-at- 
cked with a mass of yen selling to prop 
he greenback. 
The struggle against dollar sellers 
ontinued on into the afternoon session, 
hen the BoJ managed to move the line 
of resistance back to the ¥ 146 level. From 
what could be determined, the major 
layers in the market were not particu- 
arly confident about where the rates 
would be in a week’s time. 
Clearly, however, the unity of the G- 
6 (Italy snubbed the G7 meéting) cen- 
tral bankers and finance ministers, who 
February put together an agreement 
Paris on stabilising exchange mar- 
ets, had been put to the test. The mar- 
et. wanted to see how the accord actual- 
would work. For roughly six weeks, 
netary officials in the US and Japan 
ad boasted of how the Paris meeting 
had proved more durable than generally 
pected. In the event, the accord ap- 
pears to have frayed much more quickly 
han one announced last October. 
© WHAT struck the market was the in- 
ability, or unwillingness, of ‘the au- 
horities to hold the line at around 
¥150. That was perceived as a sign of 
weakness, though admittedly no one 
ever promised that ¥150 would be the 
rip wire of the Paris accord. “If ¥150 is 
t the line, then there is no guarantee 
at ¥145 or ¥140 will be,” one foreign- 
hange bank official told Shroff. 
“A central bank should set out a 
Maginot Line and be prepared to de- 
fend it for a week or 10 days so that the 
market understands that a top has been 
reached and the speculators can with- 
Whe said. >na 
Views on the use of intervention vary 
idely. It isin any case at besta risky de- 
vice, that at times. ürages 
peculators to plunge in. Taking advan- 
tage of the market's volatility on that 
icular Monday, one foreign bank 










































trading room reported 
that it made a cool US$1 
million profit. 

What should also be of ™ 
concern to the market is (“" 
that reports of interven- 
tion are often exagger- 
ated, and at times fraudu- 
lent. Cynics in the market 
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Japan to respond. The US 
was furious over an al- 
leged failure on the part of 
Japan to live: up to añ 
agreement on marketing 
‘semiconductors. 

` Putting teeth to. the 
threat of trade retaliation 
‘elevates the bilateral-trade 





accept such behaviour as 
part and parcel of being a trader. But 
the use of deception to influence the 
market is subject to the law of diminish- 
ing returns. The average punter is like- 
ly to be indignant at being taken 
in. 

For example, the Japanese press re- 
ported a few days ago that thé New 
York Federal Reserve had intervened 
on its own account to support the dollar. 
Reliable sources say that the Fed acted 
only on behalf of the BoJ. It is alleged 
that such reports originated with Japan- 
ese officials in the US, who were an- 
xious to use the media to help avoid a 
further slide of the dollar. That ploy 
backfired. 

The fact is that getting European, 
US and Japanese monetary authorities 
to agree on a sustainable intervention 
policy is a virtually impossible task 
when their respective governments are 
tossing political bombs at each other, as 
is now the case. So the prospects of 
another G-7 meeting in the next few 
days and Japanese newspaper reports 
on extending a dollar-defence network 
may all be for nought. 
© WHAT is needed is a political solu- 
tion. After all, ithas been the deteriora- 
tion in the bilateral political relations 
that has kept the yen under pressure. 
The trigger for the dollar’s latest drop 
was the Reagan administration threat to 
impose 100% tariff penalties on im- 
ports of certain Japanese electronics 
goods, with a two-week deadline for 






















































































REVIEWGRAPH by Ricky Hui and Ivan Kwong 

















Monday mornings. 


issue to an.uncertain plain. 


Economists’ can argue that the yen 


_ should not be rising at a time when the 


prospects are. for a belated decline in 
Japan's. current. account in coming 
months. For a foreign-exchange dealer, 
however, the logic behind buying the 
yen is rather simple: given a choice be- 
tween protectionism and a weaker dol- 
lar, Japanese officials, as they hav 
since the G-5 meeting in Septembe. 
1985, will be forced to accept’ the 
latter. 

The alternative would be for Prime 
Minister Yasuhiro Nakasone’s govern- 
ment to come up with a set of serious 
market-opening: steps. and economic 
measures that would satisfy Washing- 
ton. The price in economic. terms to 
Japan ‘of a continuing appreciation of 
the yen will be high. In trade-war terms, 
the high yen is the equivalent of a nu- 
clearbomb, = - 

But the chances of Nakasone comin; 
up with anything new. are considere 
slim. And the sense of urgency sur- 
rounding the exchange markets has 
been heightened: by the prospects of a 
setback for the ruling. Liberal Democra- 
tic Party in local elections set for 12 
April and plans for Nakasone to pay an 
official visit-to patch things up with the 
US later in April ` 
© NAKASONE, according to the pub- 
lic-opinion polls, is: fast losing the | 
eral support he-enjoyed in his prime. 
His government’s advocacy of a sales 





tax similar to the VAT system found in af 


Europe has meant a sharp dropin popu- 
larity. A stalemate in the legislature had 
held up passage of the national budget; 
which contains some mildly. stimulative 
economic measures, o - | 

At home, Nakasone has been shun- 
ned as a speaker on behalf of contenders 
running in the local elections. They feel 
the prime minister’s links to: the tax 
issue make his support a liability. The 
more serious question. is whether 
Nakasone can spin any webs in Wash- 
ington. With President Reagan there 
will be‘a surfeit-of the old “Ron-Yasu” 
friendship, which served both well in 
simpler times’ ' 
“The market frets that. Nakasone 
lacks the authority to solve the current 
crisis.” Until he proves otherwise, the 
markets may continue to face uncertain 
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It's been pointed out that as one of the largest 
merchant banking groups in the region, we weren't saying 
much about our achievements in 1986. We plead guilty. 
We were so busy achieving, we had no time to talk 
about it. 

So for the record, it was a very good year. A year 
in which we continued to lead the way in Negotiable 
Debt Instrument Issues, Project Financing, Swaps and 
Syndicated Loans. 
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We expect this year to be just as busy 
rewarding. 
So if we can help you put a deal into action 
contact Atul Patel or Howard Davidson on Hone Kone 
5-201181. That 5 the kind o] talk ue au AYS Pave Nin 


BARCLAYS 


70 COUNTRIES WORLDWIDE ASSETS HKS 750 BILLION 











_second-generation 


The new Minolta EP410Z Copier with “Quadruple 
Zooming Power’; the power to enlarge to four times 
original size or reduce to one-fourth original size in a 
single, time-saving step. Without intermediate copy- 
to-copy procedures that can sacrifice copy quality. 

Use QZP to enlarge A5-size graphs, charts, 
illustrations or even a gorilla to A3. Use it to reduce 
A4-size phone lists, schedules, memos, notes and 
other important documents to A6. Either way. you 
benefit from the superior copy quality that only 
Minolta single-step zooming can deliver. 

Other innovative EP410Z functions conveniently 
automate several previously tedious tasks. Make two 
copies at the same time, for example, with Page-By- 
Page Copying. Or produce perfect margins automati- 
cally as you copy with Image Shift. Use Frame Erase 
to eliminate unsightly shadows when copying books 
or odd-sized originals. And let AMS and APS select 
zoom ratios and paper sizes for you. 

And if and when your needs demand it, assemble 
an even more powerful system from a wide range of 
options. One option, the Editor, lets you designate 
specific sections of a document for 
copying or erasure. 

Don't let poor quality, 







zooming make a 
monkey out of you 
Get the power: 
Minolta EP410Z E 
Quadruple 


Zooming Power. Ask 
your Minolta dealer. 





QUADRUPLE ZOOMING POWER 


gee EPAIOZ 


MINOLTA CAMERA CO, LTD. Business Equipment Operations 30, 2-Chome, Azuchi-Mochi, Higashi-Ku, Osaka 541, Japan 








See Minolta copiers at: 


Bangladesh Brothers international Lid. National Scouts Bhaban, Inner Circular Road, Kakrail Dhaka, 
O. Box 767 Phone: 400042, 404929 

Hong Kong seg ae ong Ltd. Room 208, 2/F, Eastern Centre, 1065 King’s Road, Quarry Bay 
hone: 5-658181 

Indio Methodex Systems Pvt Lid. 607-8 Meghdoot 94 Nehru Place, New Deihi 110019 
Phone: 6432475, 6432476 

Malaysia City Marketing Sdn. Bhd. Wisma Cestel, No. 4, Jalan Kilang (51/206), 46050 
Petaling Jaya, Selangor Phone: 03-7921033 (10 lines) 

Pokistan Allied oo Ltd. First Floor, Nelson Chambers, 1.1. Chundngar Road, G P.O. Box 680, 
Korochi-l Phone: 219338, 210146 

Philippines Toprosinc. Topros Bid , Banawe cor. Atok Sts. Quezon City, Metro Manila 
Phone: 732-14-21, 711-4113, 711-415, 71-41-83, 711-41-85, 711-41-87, 711-41-89 


Singapore Minolta Singapore (PTE) Ltd. 10, Teban Gardens Crescent, Singapore 2260 
Phone: 563-5533 

Tolwon Santa Office Machines Corp 11 Fl, 75, Sec 4, Nanking E Road, Toipei 
Phone: 715-500) 

Thailand Technical Supply Co. Lid. 1808-1812 Kasemrat Road, Sa Bangkok 10110 
Phone: 249-0199, 249-0294, 249-0092, 249-0359, 249-0345 

Australia Océ-Austrolia Lid PO. Box 196, 89 Tulip St., Cheltenham, Melb 3192 
Phone: 584-101) 

New Zealand Viko Holdings Lid. 33 Broadway, Newmarket, P.O. Box 220, Auckland | 
Phone: 505-449 
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WHO CAN RESIST+#THE MAGIC 


Sensuously Smooth, Mysteriously Mellow. Gloriously Golden. Who can resist the magic of Camus XO Cognac? 


CEST FANTASTIQUE 





Indian Government has suffered 

n embarrassing setback in its at- 
tempts to turn erstwhile financial in- 
f torsof the Reliance business group 
al vestigation targets in their own 
right. The same day that the Indian Ex- 
res hich carried a series of critical 


proaching Prime Minister Rajiv Gan- 
i for snubbing him and then lying to 
| parliament about it (REVIEW, 26 Mar.), 
-criminal investigators descended upon 
the newspaper group’s New Delhi guest 
“Reportedly braving a four-hour 
of imprecations from octogena- 
publisher Ramnath Goenka, the 
‘raiders scoured the premises for al- 
' legedly purloined documents. 
_ _ Opposition politicians and the press 
' immediately denounced the raid as a 
ham-handed vendetta against the Ex- 
press for its embarrassing scoop with the 
. Singh letter: As though to forestall such 
| criticism, the government immediately 
launched.a second strike that shifted the 
focus of attention to the hard-hitting in- 
|. vestigative series on Reliance Industries 
(REVIEW; 28 Aug. 86), an upstart tex- 
tile company that had grown in less than 
a decade to become India’s fastest-ex- 
panding and best-capitalised industrial 
group.. Sg hs 
“The raiders had hardly left the New 
Delhi guest house than other inves- 
| tigators in Madras, more than 2,000 km 
| away, arrested the Express group’s ac- 
| countant, S. Gurumurthy, whose byline 
peared on the Reliance series. The 
tories’ allegations of influence-peddl- 
= ag were so well documented, it 
seemed, that government prosecutors 
wanted to know how Gurumurthy had 
| obtained of the official files he so liber- 
ally quoted. His accounting partner in 
Bombay was also arrested and both men 
were denied bail for over a week at the 


| government’s request — it was said. | 


“there was a fear that they might tamper 
: with official witnesses which the pro- 
secutors promised to produce. © 

But the official “moles” never 
| materialised in court. So prosecutors 
shifted tack and hinted that Gurumur- 


‘| thy might have violated not only the Of- 


oficial Secrets. Act, but also foreign-ex- 
change controls by paying US-dollar 
- fees to a US financial detective agency, 
| Fairfax Group, to probe Rehiance’s 
offshore “funds-laundering. Gurumur- 
_ thy admitted he had contacted the Vir- 
|. ginia-based sleuths on a visit to the US 
cin October, but claimed their services 
‘were too pricey for his budget. 

Instead, he told the court, he passed 


dollar p 


éd by the. 


E3 


ministry tọ track down “black money 
illegally expatriated by Indian business- 
men: These offshore balances had been 
built up to nearly Rs 20 billion (US$1.55 
billion) by last year, according to IMF 
estimates. 

With stakes that high, former fi- 
nance minister’V. P. Singh had placed 


the: black-money probe under the direct |, 


charge of his two most trusted aides, Lal 
and Revenue Director Vinod Pande: A 
Swiss’ bank account was established as a 
war. chest and some disbursements were 
made without full cabinet < 
approval —- an omission- 
that eventually cost Singh 
and his minions their jobs, 
according to seasoned New 
Delhi hands. 

The: black-money cam- 


paign made such waves that 


prominent overseas Indian 
spokesmen like British 
Labour politician Praful 
Patel reportedly mounted 
intensive lobbying efforts to | 
stop it. Singh’s.demise was: 
clinched, Bombay .. finan- 
ciers . believe, when. he 
started’ closing in on the 
Swiss-based < brother. of 
filmstar-turned-politician 
Amitabh Bachchan, a close 
associate of Gandhi. Singh | 
was: abruptly, transferred in. 
January to. the Defence ~ 
portfolio. By March, Lal was banished 
to the Mints, Coins and Currency divi- 
sion, while Pande was relieved of his en- 
forcement responsibilities. 


: Te Bachchan name still remains a 


potent symbol in New Delhi, judging 
from the number of times it was raised 
by Gurumurthy’s interrogators. Pro- 
secutors also confronted the accountant 
with letters purportedly from Fairfax al- 
luding to US dollar fees paid, as well as 
details of meetings in New Delhi be- 


tween the US:sleuths and Gurumurthy, | 


Pande, Lal and textile magnate Nusli 
Wadia, a Reliance business rival. 

After these letters appeared in a Cal- 
cutta . newspaper, Fairfax president 
Michael Hirshman telexed Gurumur- 
thy’s defence counsel denouncing them 
as forgeries. In subsequent interviews 
with Washington-based Indian corres- 
pondents, he denied the meetings, the 

ments and — for. good mea- 
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Senate 

nounced himself “damn angry.” 
Peeved, too, was presiding magis- 

trate R. L. Chugh, whose patience 

began to wear thin when, after six days. | 


of detention, prosecutors sought ao | 


further remand for Gurumurthy’s part- 
ner. The judge censured the criminal in- 
vestigators for their “lapses” and two 


days later released the two accountants | 


on bail, despite government appeals for | 
continued custody. i 


Chugh declared it “unfortupate™ . 


that Gurumurthy chose to “invoke bis 
right of silence,” rather than doing “a 
great service tothe nation” by divulgis 

his sources. Nevertheless, he added, 
“the allegations against the accused’... 


do not seem to directly impinge upon 


the sovereignty or security of the state.” 
Maybe not, but the. botched case 
against Gurumurthy most damagingly 
impinged upon the credibility of 
dhi’s government in a week ofe 
electoral tests (page 46). Commentators. 
who link the orchestrated. 


nothing but the Rel 
` leaks and was prepared long | 
in advance, ¥ pe 


The Express journalists 
image as victimised crusad 
ers was burnished by tes- 
timony linking their en- 
deavours with those of V. P. 
Singh. The former finance 
minister enjoys widespread 

popularity for his reputed personal in 

tegrity — a rare form. of political capital 


| in this town — largely due to hi 


flinching pursuit of even the most. 
fluential tax evaders. Gandhi's snap 
shuffling of Singh's portfolio ca 
implicit. assurances ‘that. his policies 
would be maintained. A perceived re~ | 
treat from this pledge now could destroy | 
what little reformist cachet the govern- 
ment retains. 
The former finance minister himself 


maintained an enigmatic silence on the 
only 


week’s developments, which 
further fuelled uncertainty about inter- 
nal Congress Party politics and the fu- 
ture course of fiscal policy. New Del 
watchers noted Singh's repeated visit 
to the prime minister's secretarial and a 
least one trip to the presidential 

But what messages he carried anc 
whose behest — if anybody's 
mained the subject of intense specu 
tion. 














By Nigel Holloway in Singapore 


Phe 1986 financial results. of Singa- 
pore’s big four banks — United 
Overseas Bank (UOB), Development 
Bank of Singapore (DBS), Oversea- 
Chinese Banking Corp. (OCBC) and 
Overseas Union Bank (OUB) — 
Suggest.that virtue has been rewarded. 
The institution which entered most en- 
thusiastically into the securities business 
in Singapore, DBS, made the fattest 
profits. It now wants to open a 
stockbroking branch in Hongkong 
where pickings will be thinner. 

It. is not surprising that DBS, with a 
48% government stake, should have 
demonstrated the strongest faith in the 
ocal. stockmarket. It was the quickest 
ff the mark in setting up a broking firm 
in April 1986, when the market reached 









stockmarket has boomed and DBS’ net 
fits have-risen: up 44.2% to $$124.4 
illion (US$58.21 million) in 1986. 








crease in net profits to $$104.8 million, 
while UOB gained 7.1% to'$$106.1 mil- 
lion. OUB fared worst, with net profit 
Hing 66.5% to $$11.45 million, after 





million arising from fraud in its Hong- 
ong main branch (REVIEW, 8 Tan} 






7%. In the previous year,the four in-. 
stitutions’ net profits fell by 20-28%. 
DBS. received, a special dividend of 


firtue is rewarded 


tis almost all good news for Singapore’s big four banks 


its nadir in the wake of the collapse of 
-Electric Industries. Since then, the » 


‘OCBC could only manage a 3.8% in- 





leducting an exceptional loss of $$24.32 


Excluding this loss, net profits rose by. 


$$20.4 million from National Discount, 
a newly appointed primary bond dealer, 
before it became a wholly owned sub- 
sidiary of the bank. Even if this is de- 
ducted, DBS did much better than the 
other three, largely because treasury 
and investment banking raked in the 
profits. One indication of its trading 
success is that the. stockbroking outfit 
made a S$4.5 million pre-tax profit.on 
turnover of $$9.3 million in 1986, its 
first (shortened) year of operation. 

It is also the main banker to a large 


| number of cash-rich state-owned com- 


panies. DBS has been the most active in 
promoting new instruments in Singa- 
pore and these should pay off inthe long 
run. As a principal underwriter to many 
state-backed firms seeking to sell shares 
to the public, fee income is likely to be 
buoyant over the next few years. 


Ithough nominal domestic interest 
rates remain low, the quality of 
lending may improve as the Singapore 
economy recovers. One indication is 
that the provision made by DBS for pos- 
sible loan losses and the fall in the value 
of other assets dropped by 17.7% last 


_year to $$79.3 million. The other banks 


do not publish their provisions, but they 


| may well have fallen also in 1986. 


¿> A conceivable exception is OCBC, 


| which noted that “more prudent provi- 
sions” for possible loan losses were 


made last year. Lending by the’ bank 







_which suggests that overall performan 





_ity of Singapore. Rumours of manage- 


year. The government is still concerned. 


an 
6.2% la 10 
change in OCBC’s apparent policy of 
increasing its ‘market share, which | 
began after Yong Pung How was ap- ; 
pointed chairman and chief executive in 
October 1983. Share analysts believe 
OCBC is the most heavily exposed to 
Maye ice. of the big four banks. Net pro- 
fits of OCBC banking operations hardly 
rose in the second half of 1986, in 
marked contrast to. UOB and DBS. 
OCBC cut its dividend for the second | 
year running. . po 

Thanks to the extremely large provi- 
sion for fraud, OUB- fell further behind 
the other three banks. As with UOB 
and OCBC, OUB’s: net profits from 
banking operations fell in the first half 
of 1986 and rose-only 2:4% in the latter 
six months «to; $$14.2 million. -Its 
stockbroking subsidiary was much moré: .| 
active’ than either OCBC or UOB. 






























would have looked distinctly soft wit, 
out it and related activities. Net profit | 
(before the. exceptional loss) as a pro- 
portion of capital and reserves was only 
5% last year, against 6.79%. for DBS, 
7.35% for OCBC and 7.9% for UOB: 
‘The bank results have intensified 
speculation that a bank merger is in the 
offing. The chairman and (joint) man- 
aging director of OUB, Lien: Yi 
how, is politically well-connected, but | 
the disclosure of fraud.in..the bank’s 
Hongkong. branch. will not have, en- | 
deared OUB to the Monetary Author- 



























rial changes at UOB have persisted föra 





about possible financial storms in the 
wider world and wants to see a resilient. 
domestic banking industry. 
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Y31 Dec. | ~5$60.09m +400 $$919.26m nil Company expects performance to improve this year on 
(US$28. 1m) (US$430.2m) (nil) anticipated rise in demand and cost cuts. 

¥31 Dec. | $$37.7m +148 | $$251.92m | +116 15¢ | Investment income and asset sales boosted profits 
(US$817.6m) (US$117.9m) (10¢) | Traditional businesses were flat. f 










„8$26.23m 
(US$12.3m) 








“+927 | $$357.63m 


+7.4 
(US$167.4m) 
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. Wort 7.99b 





+1 | Won442.5b | +91 


10¢ | Profits were helped by reduced costs, increased exports 
and improved performance from subsidiaries. 


















“interest rates decline and tax cuts reduced expenses, 
while strengthening.yen contributed to increased costs of 
















forecast for 1987 contained in the prospectus. 











n.a. 
(US$9.5m) (US$523.7m) (Won 40) 
i | | ___ | goods sold, adil 
M$237.5m +46 | M$1.22b +25 17.5¢ | Directors are confident of meeting | 
(US$94.4m) (US$484.7m) (22.5¢) 
¥31 Dec. | MS3.6m 83.5 | MS61.86m E | 75e | Profit decine due to fal 
(US$1.4m) (US$24.6m) i 



























(US$76.0m 


H31 Dec. | NZ$135.33m | < +155 -| NZ$2.28b 

















(US$1.3b) 











he burden eases 


‘Manila reschedules US$13 billion of commercial-bank debt 


Jose Galang in Manila 
he Philippines has worked out a 
-debt-rescheduling package covering 


- loans of US$13.2 billion which the coun- 


try owes to. 483 commercial-bank lenders, 
The debts will now be payable over.17 
- years from 1987, with a grace period of 
` seven-and-a-half years. The interest mar- 
-gin was set at 0.875 of a point over the 
“London inter-bank offered rate (Libor), 
- which canbe ‘raised to a full point if 

amortisation schedules are not met. 
Covered. und 
from 1987-92, US$5.82 billion in debts 
‘tuctured in 1984, trade 
illion, and a new- 
US$925 million origi- 
1985. Total principal 
|o payments deferred until mid-1994 
“amount to US$9.32 billion. Early esti- 
| mal int to an easing in the country’s 
ice. burden to 25-30% of 
xchange earnings, compared 

5% in recent years. 


of US$931 million are .exe 
he lower interest. margin; 


as paying 1.625 points 


US$9.32 billion of the | 


due in 1987-92 and 


n 4 
ppine Finance Minister Jaime 
On , who led'the Philippine negotia- 
tions’with the banks in New York for 


l under: the agreement arer 
_US$3.5 billion in loans previously due | 





four weeks from 3'March, said that the 


interest-rate reduction tepresents the 


biggest concession granted by the com- 
mercial banks to a debtor country in the 


-current-round:of reschedulings. Before 


the deal. with Manila, the banks had 
agreed to lower margins on debt to 
Venezuela from:1:125 to.0.875 and to 


‘Mexico from 0.875 to 0.8125; Chile was 


given-one point over Libor. 

An element in the rescheduling 
package is the launching of a new finan- 
cial instrument which may be used to 
pay portions of-interest due to the 
banks, Called the Philippine Invest- 
ment Note (PIN), the new instrument, 
which will have a six-year maturity, will 


be denominated in the currency of the 
creditor bank and will be convertible at 


any time before maturity into full value 
in Philippine pesos. 


_ F INs can be traded on the secondary 


market. As such, they may be acquir- 


ved by investors intending to invest in 


Philippine industries under the govern- 
ment’s. debt-to-equity conversion pro- 
gramme (REVIEW, 28 Aug. ’86). This 

rovides for the sale at a discount of 

hilippine paper which can be con- 
verted into. a pine pesos at full value 
for investment in local industries. How- 
ever, proceeds from PINs will not be 


| charged conversion fees imposed under 


the regular debt-to-equity scheme; the 
fees are 5% if the investment is made in 
preferred industries and 10% if in non- 
priority areas. ` 








investments. in the country, 

feels that the PIN programme will ge 
erate substantial foreign exchange tial 
will help reduce any external-financing 
gap that may occur in future years, 


Ongpin estimates that savings from the 


use of PINs over the 17 years of the re- 
scheduling package will reach some 
US$L.01 billion. Manila expects to float 
some US$100-150 million worth of PINs 
this year. Ongpin said he received an 


offer to underwrite USS45 million _ 


worth of the new notes after the talks. 


Government projections point to a 
financing gap of up to. US$I4 billion - 


over the period 1987-92. Manila 
proposed that US$7 billion of th 

met equally by the country’s official-aid 
donors and the commercial-bank crec 
itors, The aid donors. had earlier 


mitted themselves to a “shared-fund- | 


ing’ scheme under which s 
amounts will be committed after 


nual review of the country’s economic 
performance. In the New York talks, 


the banks also paid. lip service to 
idea, without specifying amounts, 


Early scepticism over the PINS has 


been voiced. by some financial anal 
in Manila who.say that since the 
will help improve. the credit 
of the sonia and thereby lower ‘th 
discounts on Philippine paper, “a litth 
warehousing by any investment house 
should lead to some profits ina short 
period.” The PINs are expected to be 
offered soon ön the secondary market at 
a discount of 12.5% »to: correspond’ 
the margin of 0:875 above Libor. 
But generally, the debt-re: 
package has met with approv 
business community. . 
forecasters now predict 


will grow by about 4-6% in real terms 
this year, ‘after hitting a plateau a 


1986. 
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| heady gains as did Australia. 









“buying, centring on blue chips, selling pressure 
“won out. Jardine Matheson’s satisfactory results 
helped sentiment, but only briefly, as investors 
showed caution over Jardines’ B share issue. The 
finance sector did better than the others, with the 















{oing fresh interest. The Hang Seng Index fell 38 
points on the period to 2,774.88. Turnover was an 
average. daily: 255.73 million shares, worth 
HK$976.16 million (US$125.1 million). 


TOKYO: Many Japanese brokers predicted the 
market would fall in profit Ae ng before the end 
of fiscal 1986 (ended 31 Mar, ’87). It did, losing 
550.45 points on 30 Mar. A delayed market 
„reaction to: news of US trade sanctions against 
: Japan sparked heavy selling of nearly all electri- 
~ cals, yet the correction was more due to profit-tak- 
ing after the Nikkei Stock Average gained 467.87 
“points on 27 Mar., when volume hit a record 2,82 
billion shares. Amid the fall, some real estate and 
railway counters recorded strong gains. The index 
closed the period at 21,627.57 points. 


AUSTRALIA: Markets smashed through the 

',700-point barrier to score its eighth consecutive 
record on 30 Mar., powered by a rush of overseas 
‘buying orders for gold stocks plus mining and re- 
source companies with bullion interests. The All- 
Ordinaries Index closed 54.7 points. higher over 
he period at 1,711.5. Rights, trading in Broken 
» Hill Proprietary Co.’s gold float, BHP Gold 
Mines, was.spectacular, with a 110 million share 
urnover in the first week of the float. More than 
885 million shares were traded, worth a record 
A$1.98 billion (US$1.38 billion). 


NEW ZEALAND: A lack of any definite overall 
trend remained the most evident feature of, the 
irket. The 31-Mar. balance date for fund mana- 
gers was a factor in some stocks looking firmer. 
Continuing acquisition activity was less of an influ- 
ence. Competing bids from Brierley and Rainbow 
or Progressive remained unresolved. Fletcher hit 
a brick wall when its plan to bid for NZ Forest 
- Products was not approved by the Commerce 
Commission. Volume reached 49.7. million over 
he period, worth NZ$150.47 million (US$84.5 
million). i ' 


SEOUL: The bull run continued, driving the com- 
posite index to ever more dizzy heights — up 19.67 
uring the period to 397.06 points. While volume 
L off slightly by 925,000 shares, its value rose by 
Won 1? billion (U$$14.2 million) to Won 79.41 bil- 
lion. Mining and basic metals fared the best, up 
2.4% and 11.5% ‘over the. period respectively, 
while pharmaceuticals, down 3%, fell the furthest. 


SINGAPORE: Shares. ‘within a fairly nar- 
‘ow range in quiet trading. Moderately ericourag- 
ng results from the big four banks, United Indus- 
trial Corp. and National Iron & Steel helped to 
nderpin sentiment. Trade and Industry Minister 
e Hsien Loong’s forecast of 5-6% year-on-year 










































HONGKONG: Bearish sentiment dominated trad- | 
ing in.the period and though there were bouts of | 


“HongKong and Shanghai Banking Corp. attract: | 





Buyers keep scores up | 
THE Philippines-led gainers in the period to 30 Mar., helped by the successful resolu-: ‘ 
tion of talks with its international bank debtors. South Korea continued to chalk up 


growth in the first half boosted shares for a time. 
Malaysian counters fared less well than Singapore. 





stock, Fraser’s Index’ fell 25.95 points to 6,305.57 
on turnover of 29.01 million shares a day, worth 
$$65 million (US$30.4 million). fo UR 


KUALA LUMPUR: Fresh institutional buying of 





blue-chips. and Singaporean ‘counters helped to’. 


stem a bout of profit-taking early in the period. 
The market, however, remained listless and vol- 
ume was back down at levels last’ seen at the begin- 


ning of January. Brokers were encouraged by the 


announcement of a reduction in interest rates as 


this will prompt investors into seeking. better. 
yields on the stockmarket. Fraser's Industrial 


Index finished the period 22.59 points up. at 


3,757.55 but daily volume was down to 10.7 million: | 
shares, valued at M$19.2 million (US$7.6 million). 


BANGKOK: Financial institutions led the way 


during most of the period, which saw broad ‘gains 


and active trading on the Securities Exchange of / 
Thailand. Cements strengthened towards the end 
of the period, as did most food-processing issues: 


and some industrials, But on 30 Mar., the market 
eased in bearish trading, with losses recorded in 
sectors as diverse as food processing, banks, finan- 
ce and cements, The biggest decline was Thai Tin- 
plate, down by Baht 24 (93 US cents) to Baht 950. 


BOMBAY: Brokers returned to the ring after an 
assurance by- exchange officials that a postpone- 
ment of the settlement period was due to.a com- 
puter breakdown, rather than to yet another 
default crisis. Sentiment, however, remained 
lacklustre and prices fell daily due to lack of buy- 


ing support. Institutions remained on the sidelines 


throughout the period. Shares of priority sectors 


like fertilisers, textiles, cement and cars were 


heavy losers. Further declines look likely. 


TAIPEI: ‘The market reached another all-time 
i high, with the weighted price index finishing the 


holiday-shortened period at 1,383.55, up 24.41 
points from the previous close. Overall, the key 
factors were strong export performance by listed 
companies during the first part of the year plus the 


continuing flow of idle capital into the stockmar- . 


ket. Some of the best individual performers. were 
property-rich companies that investors figure. will 


benefit from rising real-estate prices. Volume:was 
very heavy, with transactions averaging NT$6.23. 


billion (US$181.7 million) a day. 


MANILA: Overseas interest in San Miguel and 
Philippine Long Distance Telephonée,,.,traced.to 
renewed confidence following the successful con- 
clusion of Philippine negotiations: with creditor 


banks, perked up trading. Average turnover. 











surged ahead to P83.94 million (US$4:7 milli 
day, up 136.4% from the previous period; on vol 


ume of 743.31 million shares a day, up 138:7%. 1) 
Gains were posted.across the board, sending all | 


market indicators higher: the mining index by 


510.83 points toits closing 3,450.83, the commer-" 


cial-industrial indicator: by 55.97 to 643.90, and 


the oil gauge by 0.254 to 2.476. 
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Must reading 
for anybody 











UNDER INSTRUCTIONS FROM 

CARLTON AND UNITED BREWERIES LIMITED 
PLANT AND EQUIPMENT SURPLUS TO 
FUTURE REQUIREMENTS 


lant and Egui sede wes 
i erect jour part Brew Plante © nent ag oe 
Vessels ( located Lismore, New South Wales} © 
‘Gal tive part Brew Plant © 200,000 + Stainless Steal Suse Fil Aer hes 


Otters close at the offices of thre. agents midday Tuasday 
sr by arrangement, pooh and further detaily contact 


f foe TEMI Stee! Rotary Maltings Drums (Dryers) 38° ¥ 12" die C4” pat 
i ; e e A ited Melbourne, Victoria}. 
4 Iis anticipated that the successful Pe ee eras vicoas ilipat 
tolling 
; 2ist Ap 
In ANR. a eee 


qD.O0AM WEDNESDAY. 22ND APRIL, 
SITE FRA STREET, BROADMEADOWS. 
Stainless Steel Vessels * Boilers # Caid Rooms and: Ratrigeration 
: s CO? Plant e Pumps, Motors.and Piping @ nea Hoppers 
-+ Bottlers, can liliers and packers #- Grain Handing © quipment 
miscallansous Process and Packaging Mant # Gonoraiors @ satie and 
eto. 


B® AUCTION SALE - MELBOURNE }1O.00AM THUBSDAY 2980 APRA. 
ON SITE, WELLINGTON STREET, G LINGWOOD, 
* Grain Handling and Process Plant @ Crying’ Floors, e Holding Bins 
* Generator * fet Bucket conveyors # Brew Plant, Process, 
Packaging Handling spares etc. 
PMA 10,00AM WEONESDAY 207H APRIL 
“ON SITE ey BREWERY, 16 MALT STREET FORTITUDE VALLEY, 
oe “Ptaadlar’’ mild steel glass lined presets weasels a Boitiers: © Ganhers 
& Closers: # Carton Formers © Haat Exchangers # penes Steal Tanky 
and Mixers @ Refrigeration and Air Compressors @ Spares an She: 
VIEW: 9:00am -— 4.00pm Day Prior 16 Sates. 


| FOWLES OVERETT GROUP 


i eters, Auctioneers, Valuers to Commerce 
288 Leinna Street, Q A000, 
eoo 

0888 Melhpura i 


-| SCHOOL OF MEDICINE 
; GRENADA, WEST INDIES ` 


; Is offering two. programis leading to the degree of 
ie : ; Doctor of Medicine (M.D) for qualified international students: | 
Published by Far Eastern Economic Review . “1. N44 year program for students who have completed higher secondary | 


: ited) i education in math and sciences and a bachelors degree. 

Ltd. and compiled and edited by J. Minford 2. AGY year combined premedical/medical program for students whe 
and Geremie Barmé SEEDS OF FIRE anew have completed secondary education {equivalent to- at least five 
nthology of translations in which many of r maiis a premedical phase is offered at: Barry University in 

A : mada 
; yrovocativë Chinese writers “St. Georges University has graduated 1,088 students from over 90 

a probe beneath the official surface is essential 
reading for body interested in China. 


countries and offers a broad-based international curiculum and clerkship 
_. opportunities. The medium of instruction is English: 

a Entertaining and informative, SEEDS OF 

< FIRE will allow you a glimpse at the deeper - 


For information please contact: Director of Admissions, eat FEER, 
St. Georges University Schoo! of Medicine bli 

and more complex layers of contemporary 

Chinese society. 


347 pages Soft cover, HK$99- US$12.95 





| POSITION WANTED 
This space is reserved for 





.. Its stories, plays, essays and poems quite 
» different from the mainstream offerings 
already available, make it must reading. 


When ordering directly please add HK$15.50 
(US$2.00) for surface mail HK$46. 00 
(US$6. 00) for airmail. 


‘Address orders to: 


_ Far Eastern Economic Review Ltd., 
Publications Division ; 
PO Box 160, Hong Kong. 


Classified Advertisements 
` Reservations should be addressed to: 


General Sales Manager 
Far Eastern Economic Review 7th Floor, 


Centre Point 181-185 Gloucesier Road 


GPO Box 160, Hongkong 
Tel: 5-734301 Telex: 62497 REVAD HX 


Could | Be The Man 
You're Looking For? 


T Chinese, Japanese, _ German-soeiiing 
American, 94, + 


ie wae, f 
nance andtoumiem felis in Tawan. Japa 


‘and China peeks challengitig Cargar Dos 


toh. Flexible, willing to ravoi, 
Please write: C Marshall, | Houses, 190-4, 


Do you want to reach 200,000 middie and 
top level executives? 


For only US$240 you can in this space next week — but hurry! | 


Contact Hillary King 
Hong Kong (8) 734307, 
Telex 62497 REVAD HX Fax: (Seg 

















ingkong’s'5,5 million Chinese bare- 
ly know the game with the olive- 
tone shaped ball and they tend to keep 
their distance from the annual ritual 
known to. the territory's expatriate 
population as the Sevens. This year 
nearly 27,000 devotees of seven-a-side 





ment Stadium to capacity for two days 
{of fast-moving on-field sport, matched 

-in the stands by the unique spectacle of 
Hongkong’s elite and the not-so-famous 
Jetting their collective hair — and in 
< some cases, trousers — down. 

For the press, 1987 was the year the 
streakers —- two naked men and two 
‘topless women — struck the Sevens, to 

the bemusement of the security men. 
(Score: Streakers 2, Security 2). For 
the spectators — nearly 5,000 of whom 
<- made what has become an annual pil- 
grimage from other regional centres 
—ithe Cathay Pacific~-Hongkong Bank 
Invitation Rugby Sevens has become 
a unique social and sporting event. 








rugby crammed the Hongkong Govern-. 











The box-holders, and the masses 
who filled all other available seats, took 


advantage of the one chance Hong= > 


kong’s high-pressure lifestyle gives 
them to cut loose, wear flowered jackets 
or bare sometimes flabby torsos, don 
silly hats —fashions this year included 
a headpiece adorned with a stuffed kan- 
garoo and construction helmets fitted 
with beer cans, complete with drinking 
tube — and shout themselves hoarse. 

Contributing what some regard as an 
essential element to the festival air was 
the 36,000 litres (about 63,000 pints) of 
beer which Carlsberg Brewery’s public- 
relations officer Derek Currie said his 
company sold during the two days, and 
the lesser but still substantial quantities 
sold by rival brewers San Miguel, and 
others. 

“I think the beer complements the 
atmosphere,” said Currie. “One of the 
reasons there is no violence [at the Se- 
vens] is the sportsmanship on the field 
which seems to extend itself to the fans. 






























teams, is the presence of sides from 
Asian and Pacific countries not nor- 
mally associated with, or thought to be 
particularly good at, rugby. 

“One of the major reasons for the 
Sevens is to promote régional rugby,” 
Peter Humble, an insurance broker who 
has .done Sevens commentaries for 
Commercial Radio HK for the past six 
years, told the REVIEW. 

Australia has, since a foul-play inci- 
dent several years ago which no one | 
clearly recollects, been cast in the role 
of villain with the vociferous Hongkong... 
crowd, which has greeted its every ap- 
pearance since with resounding je 


` and catcalls. The reception has not di 


med the four-times winner’s enthusiasm | 
for the Sevens — though they scored 





“It’s got to be one of a kind,” 
said Cathay Pacific spokesman 
< David Bell, who estimated his 
own company and the Hong- 
kong Bank spent nearly HK$1 
million (US$$128,200) each 
sponsoring the event. “I don’t 
think we realised what we were 
getting into 11 years ago, The 
irst couple of years were fairly 
minor, but it came alive very 
quickly, particularly when we 
started to bring in teams from 
the UK.” 

The stadium, ringed by of- 
fice and residential tower 
’ blocks, began filling up at 8:30 
a.m. on each of the two warm 
; and humid March days (28 and 
29) with those unable to secure 






















further bad marks by setting up ~ 
their own tournament which | 
some saw as an effort to detract 
from the territory’s glory. 
One aspect of the Hong- 
kong tournament is the way in | 
which it appears to provide cul- 
tural and: national identifica- — 
tion for. its largely expatriate | 
‘audience, most of whom are 
Europeans living in the Asia 
region. J 
. “There may well be a 
nationalistic fervour,” . said 
Brian Stevenson, outgoing | 
chairman of the Hongkong 
Rugby Football Union, which 
organises the event. “As time - 
goes by, it’s become something 
to identify yourself with the 























an invitation to one of the 69 
patrons’ boxes. Hongkong companies 
form a 60-strong: waiting list for the 
privilege of paying HK$30,000 for one 
of the now seldom-relinquished posi- 
tions. The 20-seat boxes give Hong- 
kong’s businessmen a chance to dis- 
pense food, drink and hospitality to col- 
leagues and clients, and the equally val- 
uable chance to see and be seen at what 
has become the Hongkong expatriates’ 
‘Ocial event of the year. 

“Its very good for business,” said 
_ Peter Job, managing director of Reuters 
Asia Services Ltd. “We always have 
open house. to some of our. principal 
clients and provide hospitality. Judging 
by the fact that T come back every 
year, they seem to like it.” The fact that 
a Reuters regional meeting took place 
in the week immediately preceding the 
Sevens was “by coincidence,” in his 
company’s case, he said, and few attend- 
ing were able to stay on for Sunday’s 
al, which was won by the New Zea- 
land All Blacks. m 




























Where else would you have so much 


beer consumed without any violence? 
Its such a good cosmopolitan atmo- 
sphere. The only thing I can compare it 
to is an [English soccer] cup final.” 


T: Sevens tournament got off to a 
shaky start in 1976, but has become 
established as a major event on the in- 
ternational rugby calendar, if a special- 
ised one, played with seven instead of 
the normal. 15 players, and featuring 
seven-and 10-minute games with a much 
faster and more-open style of play. 
Rugby, which has its origins at the Eng- 
lish school which gave it its name in the 
1820s, spread throughout the British 
Empire in the late 1880s. 

The Hongkong tournament attracts 
national teams from rugby giants such 
as Australia and New Zealand, and 


„often first-class teams from Argentina, 


Britain, France and other European na- 
tions. But a major feature of the Sevens 
in Hongkong, which now features 24 











teams.” hen 

“Hongkong is a great place: for th 
event to be held — it’s neutral ground, 
said Cathay Pacific's. Bell. “But 
movgh the crowd is nationalistic, it’s 
not for any one country. It’s a funny... 
crowd — it picks up the cudgels for who- 
ever it feels is deserving.” 

“There are more and more people 
coming out from England to watch,” 
said Michael Broadbent of the Hong- 
kong Bank, who was involved in the Se- 
vens organisation. “It’s a very distin- 
guished rugby tournament . .. for the 
people in’ the region it’s their only 
chance to watch two days of top class 
rugby. And the supporters are very non- 
partisan really.” 7 

* But there were no doubts as to the 
loyalties of seven-year-old Mark Evetts, 
who has a New Zealand father and an 
English mother. After the Kiwi victory . 
over Fiji he gota chance to meet the. All 
Blacks, and was “walking on air” the | 
next day, one of his slightly hungover 
parents told this writer,” — David Porter | 



















and sauna baths, jacuzzi and massage services 
Every imaginable sport from golf to board 

sailing can be arranged. 

11. Stroll around the malls and promenades 

watch fountains play, admire the sculpture 

linger at the exhibitions 

12. With a huge array of shops, boutiques 


department stores and restaurants — you could 
be forgiven for not ever leaving Marina Square 








IT À PERE And that's exactly why we can justly claim 
DIFFERE! that Marina Square is very, very different 
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nique in fact. 

It's an entertainment centre, a shopping 
tre and a major hotel centre—all rolled into one. 
‘he biggest single development in the whole 
© East Asia. ay 
"hree luxury hotels, The Marina Mandarin, > > 
: Oriental and The Pan Pacific have changed t ee 


gapore’s skyline. For ever. ey tA 


More luxury rooms than any other single ant 
aplex in South East Asia. All command a ay Me. 
ndstand view of city or harbour. 


Zach roomisequipped with every extra 
today's first-class traveller. 


Fluent multi-lingual staff smooth the 
y for visitors from round the world. 


Twelve specialty hotel restaurants 
er to every conceivable taste. 


Six coffee-shops for light meals, or 
icks are at hand round the clock. 


” vI find eight bars within the 
alone. Enough to refresh even 3 
‘most world-weary traveller. 


Three ballrooms and twenty-four 
eting or reception rooms for a 
act board meeting or a seminar 
thousands. 


Full business facilities, including 
retarial services, word processing, 
x, IDD, FAX, translation services, AV 
lipment and fully trained staff to 
p 24 hours a day. 


|. Three-swimming pools, healthand 4 fié 


WY m 
AVA | ory JA ABE ] 


Nee THE ORIENTAL j 
ANDARIN “Vinoarone PAN PACIFIC SINGAPORE eng” 
UNGAPORE 

For further information simply post your business card to: 
MARINA SQUARE CONVENTION SERVICES PTE LTD, #01-400 MARINA SQUARE, 








The road for a refugee is as long 
as you make it. _ 5 









tor Refugees co-ordinates world-wide 
efforts to solve refugee problems, to give 
human rights back to refugees: work, edu- 
cation, freedom from persecution, legal 
protection 
Since 1951, UNHCR has helped some 
25 million refugees to begin a new life 


This road can be very short if we all help 
It may lead the refugee back to his home- 
land. It may mean the beginning of anew 
existence in a neighbouring country, Or it 
may take him thousands of miles away from 
his home 

The United Nations High Commissioner 





UNHC 


United Nations High Commissioner for Refugees 
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© 1986-87 Biman’s year of a 





i million passengers 


Biman Bangladesh 
Airlines plans to carry 
a million passenger 
in 1986-'87. With it's 
developed capability , 










Streamlined operations and 
contented customers carried 
over the years, Biman is ready 
for the BIG LEAP into the world 
of BIG LEAGUE carriers. 

Join Biman in it's Year of the 
Million Passengers. 


Biman 
BANGLADESH AIRLINES 


Your home in the air 





Bringing the best of Asia to the world. 
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ver wonder how copper from the 
Philippines finds its way into elec- 
tronic components made in West 

Germany? 

How clothes made in Hong Kong 
wind up in stores in the United States? 

Or how a barrel of crude makes its 
way from an oil field in Indonesia to a 
‘ factory in Japan? 

Chances are good that Japan's general 
trading companies — or sogo shosha — are 
behind it. 

/ We're assisting in the movement of 
products from all over Asia — those on 
this page, for example — to markets all 

f over the world. And we help to keep 

those products flowing to the consumers 

who depend on them. 

You'll also find us actively involved as 
technical and management consultants, 
and joint venture partners. And parti- 
cipating in the economic growth of Asia 
through various kinds of capital 
investment 

In fact, no matter how you look at it, 
were helping to bring out the best of Asia 
—Aor the benefit of all. 




















C. Itoh & Co., Ltd 

Chori Company, Ltd 

Itoman & Co., Ltd 

— Kanematsu-Gosho Ltd 

f Kawasho Corporation 
Kinsho-Mataichi Corporation 
Marubeni Corporation 
Mitsubishi Corporation 
Mitsui & Co., Ltd 

JAPAN FOREIGN TRADE COUNCIL 
World Trade Center Bldg. 2-4-1, Har 
Minato-ku, Tokyo 105, Japar 















The Sogo Shosha 


Nichimen Corporation 
Nissho Iwai Corporation 
Nozaki & Co. Ltd 
Okura & Co., Ltd 
Sumitomo Corporation 
Toshoku Ltd 


Toyoda Tsusho Kaisha, Ltd 
Toyo Menka Kaisha, Ltd 


INC 
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A NEW BEGINNING FOR 
A TIMELESS BEAUTY 


Once a year, the peach blossom 
reveals to the world her ever-fresh 
beauty. The Hilton International Taipei 
also defies the test of time. Totally 
dedicated to quality, the hotel 
continues to grow. 

This year, the Taipei Hilton 
International is pleased to announce 
the opening of its Executive Floors and 
a new cabaret with international 
entertainment. Though other 
developments are forthcoming, some 
things never change . . . our warm and 
friendly service which no one can take 
away. 

For reservations, call your travel 
agent, any Hilton International hotel 
or Hilton Reservation Service. 





HILTON INTERNATIONAL 
TAIPEI 





Subscribe now 


and ensure your copy each week. 


FarEasternEconomic 













































JETSPEEDED RATES 

Country 3months T 6 months 1year 
Brunet BS40.50 B$76.00 8$132 00 
China US$2450 | US$46.00 US$80.00 
Inca US$2450 | US$46.00 US$80.00 
Indonesia ussi800 | US$3350 US$58.00 
Japan ¥6,900 0 ¥12.90000 | ¥22.500.00 
Malaysia M54300 M$80 50 MS140.00 
Nepa US$19 50 US$37 00 US$64.00 





Rs 790.00 





As 240.00 Rs 455.00 















































Philippines US$49.00 
Singapore | 55132, 
Sri Lanka USS: 34.50 i >$ 
Thailand 2 US$37.50 USS65.0 
RestotAsa | US$24.50 US$46.00 USSE M 
North Amenca T usss 00 | US$5650 US$98.00 
Aitai A$29.00 A555 00 A$95 00 
NZ$43 00 NZ$80 50 NZ$ 140.00 
Eune | coso | esoo | essoo 
Sea A T T uss72 USS125 00 
SURFACE MAIL RATES 


Country 














HKS115.00 HKS$215.50 
US$21 50 US$40.25 
£15.00 £28.00 

A$27 50 A$52.00 


Hongkong HKS$375.00 

















Elsewhere 





. +» plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$24.95 or HK$195 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


Please enter my subscription for 




















| O 3months C 6months O 1year 
O Please include the Yearbook at extra 
| US$24.95/HK$195. For airmail delivery, 
please add: US$7/HK$55 
Payment of is enclosed 
(Please print in block letters) 
| Name 
| Address 
| Country 
| O Jetspeeded O Surface mail 
Cheque payable to Far Eastern Economic Review enclosed 
To: Circulation 
Far Eastern Economic Review, 


GPO Box 160, Hongkong 
WONC0409 
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acific Place is one of the single Tee KONE headquarters of many of the 
largest building projects ever world’s leading corporat 7 
undertaken by private enterprise in Hong Kong. feet on a 6V2 acre site. W Pacific Place is‘truly a For more details of the office ar nmercia 
E It will comprise 2 office towers, 3 major hotels, _seli-contained city at the heart of Hong Kong 


250 residential apartments, 140 service units. car yet offering a uniquely balanced environment. leasing agents, Jones Lang Woot 
parking, and the largest shopping centre in the W Phase | is due for completion in 1988, and is 


Central Business District —a total of 5 million square already destined to become the Hong Kong PACIFIC PLACE 












Developers Sole leasing agents 


PH Swire Properties Limited. SPS Jones Lang Wootten: 








Time honored 


At Mitsubishi Bank, progress and service are 
time honored traditions. All our technological advances 
have but one end—serving you better. 





4, Mitsubishi Bank 
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¥) 668,459,830 


Comte Bertier Leme mgd Lasme Fmantang of 
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Transactions spec 


Talk is cheap world of investment banking. 

The real proof of a bank's strength lies in its What gives us our edge? It's a combination of 
performance — in the actual deals it puts together. characteristics no other bank has. 

At Chase, we've been putting together For starters, there's our sheer size and strength. 
impressive deals for years — from being the first No investment bank (or any other type bank for that 
U.S. bank to raise a domestic Swiss Franc bond matter) has both the customer and capital base that 
issue, to the recently financed power project in the Chase does 
People’s Republic of China. Fact is, our Add to that our fully integrated global network. 


performance places us among the best in the This is especially important with today’s increasing: 
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ouder than words. 





?eople with expertise in all fields, from mergers 
ind acquisitions, to swaps, trade finance, and 
‘lectronic banking. People capable of working in 
dartnership, with their clients and with one another. 
\ network of bankers able to work quickly to meet 
ustomer needs. 

This total global banking capability that 


:omplex deals involving multi-national participants. 
And then, of course, there are the Chase people. 


integrates size, international network, spex 
industry knowledge and the broadest rang¢ 
investment banking products is what set 
apart from other financial instituti 

world 


But, without execution, all of that w | 
talk. If you want real proof of what we can d 
take a look at the deals we've put togettł 

They speak for themselves 
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SUPERIOR SERVICE UNFOLDS 
IN JAPAN 





HILTON INTERNATIONAL 


TOKYO ® OSAKA 


After more than 20 years in Japan the 
experience of Hilton International unfolds 


for you. 


Now you can find a convenient 
location, unusually good food, spacious 
accommodation and superior service 
in our new hotels in Tokyo and Osaka. 


And more. 


Our Executive Floors and Business 


Centres meet the special needs of the 
business traveller and our fitness centres 
boast extensive recreational facilities that 
will satisfy the most active of guests. 

Let our experience unfold for you 
in Japan. 


For reservations, call your travel 
agent, any Hilton International hotel or 
Hilton Reservation Service. 


è The Tokyo Hilton International 
is in Shinjuku, the city’s newest 
business district. 

è The Osaka Hilton International is 
in the very heart of the business, 
cultural and shopping districts. 





è State-of-the-art fitness centre 
— tennis courts — swimming pool 
— Executive Business Centre 
— No Stop Check-Out™ 
— Three Executive Floors 
at each location. 
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SOMETHING A HOTEL 
CAN NEVER BE. 


Walking into your fully equipped kitchen at the Ascott Executive 
Residences is just like coming home. You can prepare your favourite 
dish in exactly the way you want it, or you can whip up an omelette at 
midnight without it costing you a small fortune. 

No one is going to come in the next morning to check what you've 
taken from the fridge. What you put in and take out is your business. 
French cheese, a soft drink, or even champagne. Feel free. They're all 
available from shops a couple of minutes away. 

Privacy. Freedom. They're prime necessities for the executive and 
his family living and working abroad for extended periods. 

So we're everything a hotel can never be. And if you tire of 
entertaining at home, there's an exclusive bar and swimming poi jl for 
residents and Mévenpick, the famous Swiss Restaurant. 

However, we have to admit that we do resemble a hotel in one way. 
Our rentals compare very favourably to a room in a good hotel. 

And that’s where the similarity ends. 

The location could not be bettered. The Ascott 
Executive Residences are in between the Hyatt 
and Dynasty hotels, close to some of Singapore's 
finest shops. 

Introduction Package from $2190. 

Now available!! 













For people Simin 
whod rather be ai home. Pa 
——— 


6-8 SCOTTS ROAD #01-21, SINGAPORE 0922. TEL: 7320033, 7324225, TELEX: RS 50139 ASC( DTT 
S6/84 











‘LETTERS 


Informed debate 


Miron Mushkat and Elfed Roberts [THE 
STH COLUMN, 19 Mar. | have quoted me 
as advocating a political system for 
Hongkong “akin to that of a business 
corporation.” This conclusion seems to 
be a misunderstanding or misrepresen- 
tation arising possibly out of ignorance 
of my actual views; I have never had the 
pleasure of discussing the subject mat- 
ter with the authors. 

In fact, I have been and am recom- 
mending the arrangements which the 
authors present as their own conclusion: 
that functional constituencies gradually 
replace the appointments system and 
that adversarial politics be avoided. 

I appreciate that there are others in 
Hongkong who propagate what the au- 
thors have incorrectly projected as my 
opinion. More effort in differentiating 
between the various commentators 
avoid this sort of confusion and any n 
understanding by your wide readership 
would be useful. Unfortunately this lack 
of distinction does not assist in promot- 
ing the informed debate on this very im- 
portant subject which we badly need in 
Hongkong. 
Hongkong 








Helmut Sohmen 


Doubtful figures 


It is easy to assert that North Korean 
state farms have “performed admira- 
bly,” and that their successes are “well 
documented,” but unless William 
Ebber [LETTERS, 5 Feb.] has pulled off 
a real feat of economic espionage, then 
like the rest of us, his judgment cannot 
be based on independent, credible 
statistics. The North Koreans stopped 
publishing most meaningful data on ag- 
riculture in the early 1970s and now do 
not even publish basic production fig- 
ures. Talk about hiding their light under 
a bushel. I myself am reduced to coml 
ing the FAO yearbooks for figures br 
these are very often footnoted as mere 
estimates. Even then, they do not reveal 
any great leaps in yield or total produc- 
tion on the past decade. 

What is actually known of North Ko- 
rean agriculture? Very little in terms of 
hard facts. The size of farms might well 
constitute an advantage as Ebber as- 
serts, but surely a marginal one when 
one considers the whole range of prob- 
lems and inefficiencies that have 
plagued collectivised agriculture else- 
where. Ebber might wish to return to 
the comprehensive (if by now a little 
dated) work of Joseph Chung (1974) on 
the North Korean economy, where 
Chung finds little to enthuse about in 
agricultural-sector performance in the 
1960s and early 1970s. 

Moreover, defectors’ reports of 
widespread shortages and pervasive ra- 


tioning cannot be passed over lightly. 
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If you have to postpone an appointment, it helps to have friends 
in high places. 





It’s a fact of business life that everything doesn’t always run according to schedule. A negotia- 


tion that lasts longer than expected, for example, or a postponed meeting can throw your 
plans totally out of whack. That’s why it’s so important for business people to fly Swissair’s 
Business Class. Because cancelling, changing or booking new flights can be made easily 
to be 


and on short notice. You see, in order to keep you on the right track, we’re happy 


flexible. After all, what are friends for? swissair 





Samsung training:--A SURE THING. 


They say that creativity is 10% inspiration and 90% 
perspiration. 

Training...shaping up for the big game or the job 
at hand...also takes both. Samsung has put a lot of 
effort into R&D to develop 
high-tech, state-of- the-art 
consumer electronics products 
that will give you 100% in total 
performance. 

In the vivid picture quality 


you'll get more than just what 
meets the eye, and our audio 
systems will astound you with their rich, vital sound. 





of Samsung's color TV and VCRs, 


Samsung's dependable and affordable electronic home 
appliances have made fans all over the world. 
These are just some of the reasons why we were 


selected as suppliers 
of consumer 
electronics for the 
recent Asian Games 


and for the commu- 

nications network of the 1988 Seoul Olympic Games. 
So, GO SAMSUNG, and join the rest of our fans. 

They know and you'll find out that, when it comes to 

high performance, Samsung is the name of the game. 


a 
saf SAMSUNG 
ae Electronics 







f the poor diet of 

hada fascinating sotto 
voce conversation with the then North 
_ Vietnamese ambassador to Pyongyang, 
himself a former agricultural techno- 









-at a whole range of North Korean ag- 


- poverishment of the soil through exces- 
sive. use of chemical fertilisers, This 
seems to constitute the hidden cost of 
he short-term rapid increase in produc- 
ion achieved, especially in rice produc- 
ton, and may already be operating as a 









, Ebber makes a parenthetical 
ir: comparison with South 

st be- obvious. that the 
the population to 
, while they are no 
performance, is 
Ebber were’ to 




















int, 
‘nature of the No tatis- 






The “riceless days” have long gone 
South Korea actually attained grain 
elf-sufficiency for a brief peace in the 
70s —- but even way back in the early 
970s they were never enforced with 
y rigour. The. most-one was ever 
are of them. was when no’ rice was. 
d in restaurants on Wednesday 
nd. Saturday ‘lunchtimes, and one 
ucked. into. noodles or- chapgok-pap 
grain) instead, Elsewhere, un- 
‘their northern brethren, most peo- 
te rice whenever and wherever they.. 
leased. 
_ lurstville, Australia Adrian Buzo 

































87 [FOCUS, 12 Mar.], 
refers to. the difficult: 
_ experienced by property consultants 
in Malaysia reporting. on’ the actual 
market: situation because of a direc- 
‘tive issued by me. Please note that 
‘neither I nor the Board of Valuers, 
Appraisers and Estate Agents have 
ever issued any such directive as. re- 
ported by you. The board, however, 
from time to time, has issued.rules and 
guidelines on the preparation of valua- 
tion reports prepared by valuers and ap- 
praisers. R. Dass 
President, Board of Valuers, 

Appraisers and Estate Agents, 

Malaysia and Director-General 

Valuation & Property Services 

Department Ministry of Finance, 

_| Kuala Lumpur , Malaysia 














‘®© The REVIEW stands by its story. 








“rat. The ambassador shook his head 


ricultural practices — the one that sticks | in’. 
in. my mind is the. progressive: im- | C 


actor in the stagnation of North Korean: | 
gricultural production in the 1980s s0 


| only newspaper that had.used the story, 






Your report mentioning complaints of 

artisan journalism against Bernama 
[Challenger-in-waitin » 26 Feb:] is not 
quite correct. The minister Datuk Ajib 
Ahmad, when denying the story, 
categorically said that he had indicated 
to the leaders of the 18 Umno divisions 
ity or at the Johor State Liaison 

ee meeting to support Datuk 
-Hitam in defending his position as 
deputy president of the party. 

The Bernama report says he “ap- 
pealed for support” but the REVIEW re- 
ferred to it as “having to beg.” So if Ber- 

, nama is guilty of fabricating the story as 

charged by Musa’s biggest champion, 

‘Datuk Shahrir Samad, for saying that 

Ajib had “appealed” when he had ac- 

tually “indicated” (but-how do you indi- 

cate?), then the REVIEW is equally 
guilty for quoting Bernama as saying 
that Ajib.“had to beg.” So you see it is 
merely a question of semantics. 

«And contrary to another of Shahrir’s 
charges that: Bernama -had .conspired 
with Berita Minggu because itiwas the 


































other newspapers did in fact use ‘the 

same sto at Sunday, including a 
Ip Chinese newspapers in 

Peninsular Malaysia and a few others in 

Sabah and Sarawak. | 

Kuala Lumpur Ishak Ahmad 





© Suhaini Aznam replies; It is indeed.a 
question of semantics: The Bernama re- 
port in Berita Minggu used the phrase 
“merayu” — to appeal or. beg. Since 
Shahrir was present at the Johor.meet- 
ing in question, his interpretation of 
Ajib’s phrasing is valid. Subsequent 
checks with Ajib bear this out. 


In Challenger-in-waiting is your cor- 
_Tespondent suggesting that Datuk Seri 
Mahathir Mohamad, as. the incumbent 
United Malay National Organisation 
(Umno) president, needed to get two- 
thirds of the votes cast to be con- 
sidered a credible winner? If this is 
so` for. Mahathir, then it should be 
equally applicable to Datuk Musa 
Hitam, the incumbent ‘deputy. presi- 
dent. e 

_ Your report seems to hedge for a 
simple majority, loss by the challenger. 
to Mahathir, widely speculated to be 
Tunku. Razaleigh. Hamzah ‘who will 
| have Musa as his running mate. Is this 
_by way of making suggestions to the 
Musa/Razaleigh faction and supporters 
to créate problems for Mahathir should 
he be returned by only a simple major- 
ity? 

In a democracy a win even by one 
vote is still a win and the winner should 
not be robbed of it. 

Your report seems also to suggest 
that the incumbent president would 
have an edge over his challenger’ if he 
can hi ut “party plums” and that 
















} such favours are not le: teadily avail- 





ing of favours 
and Musa who have wnt 
after their henchmen, unlike Mahat 
who is a-stickler for the rules and { 
straight and narrow. And it is the o 
of Razaleigh and Musa who are giving - 
Umno a bad name with their brand of | 
| money politics and patronage. _ 
Nobody can honestly say Mahathir 
corrupt despite the work of the hi 
active rumour-mongering machine : 
Kuala Lumpur. Although Hashim. 
Shamsuddin at his recent trial in 
kong. did mention that Mahathir had 
asked Bank Bumip ands 
available for the \ 
























ailing tin-mini i 
this operation misfired is anot 
and is not of the prim 
ing. 
But the same cannot. Des 
Razaleigh or Musa. Razaleigh i 
linked personally and in 
Lorraine Esme Osman, the. 
of Bumiputra Finance an 
suddin, while Musa. is very 
with Rais Saniman, now a fugi 
ing somewhere in Europe 
avoid answers to. charges for | 
deeds in the BMF fiasco. 
Selangor 


The Philippines has 
very bad press in Japan 

















| I thought you might like to know l 













tional news-hungry Japanese readers/ 
viewers. 
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Prize remark 
As a fellow admirer of ‘Tom Lehrer, 
how he replied when he was asked 
he had given up political satire. He said. 
“When Henry Kissinger was awarded 
the Nobel Peace Prize, it became redun-- 
dant.” : 

Try to hear Mark Russell, who | 
sounds very much like Lehrer, though | 
his teeth aren’t quite as sharp. | 
New York ‘eur 
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Pseudonyms are accepted, but leners in- 
tended for publication in these columns 
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WHAT IS LOTTO 6/497 


Lotto 6/49 is the official Canadian: version of 
Lotto—the world’s most popular form of lottery. 
It’s the lottery in which you pick your own 
“numbers and it’s called 6/49” because you 
select any 6 of 49 possible numbers from 1 to 
<49, Your numbers are entered in the Lotto 6/49 
computer system and if they match the six 


~ the grand prize. Or if you have only 3, 4 or 5 
numbers correct you win one of thousands of 
secondary prizes available. 


HOW CAN | PLAY? 


miplete the attached order form and send it 
to Canadian Overseas Marketing along with 
the necessary payment. Your numbers will 
automatically be entered for the specified 
ength of time. You may select from 1 to 6 

ames for: 10, 26, or 52 weeks. Each game 


Mark six numbers on each game board 
you wish to play. 


PICK YOUR PLAN. Check only one.box below next to the 
option of your choice. ALL PRICES IN U.S. FUNDS 


1OWEEKS 26 WEEKS 52 WEEKS 

(20 Draws) ($2 Draws) (104 Draws) 
O$ 45. E $112. 2 $ 225. 
m$ 90. 0 $226. [$ 450. 
$135. 0 $337. O$ 675. 
(1$180. (1 $450. © $ 900. 
g $225. (1 $562. (2$1125. 
(1 $270. O $675. 0 $1350. 





HERE LEGAL oo yey 


= winning numbers chosen in the draw—you win 
















That's right ... you can win millions by picking your own numbers playing Lotto 6/49—-Canada's most popular 
~ Government Lottery. In fact, last year Lotto 6/49 paid out $354,736,589.00 in ALL CASH PRIZES. And it’s all 
free of Canadian taxes. There are two draws each week for a grand prize guaranteed to be not less than 
$1,000,000.00 with many millions more in secondary prizes. Grand prizes often run into the millions and have 
been as high as $13,890,588.80. Imagine what you could do with that much cash! This is your opportunity to 
find out because now you can play the lottery that’s making so many millionaires in Canada. 


gives you another chance at the grand prize for 
every draw in which you are entered. You 
receive a “Confirmation of Entry” by return 
mail acknowledging your order and indicating 
the numbers you have selected as well as the 
draws in which they are entered. 


HOW DO I KNOW WHEN | WIN? 


You will be notified immediately when. you 
win a prize of $1,000.00 or more. Also, a 
complete list of all winning numbers will be 
sent to you after avery tenth draw so that you 
can check along the way to see how you are 
doing. At the expiration of your subscription 
you will be sent a final statement of your 
winnings. All prize maney will be converted to 
any currency your wish and confidentially 
forwarded to you anywhere in the world. 


So mail your order today—the next big 
winner could be you. 





PRIZE BREAKDOWN (Actual Sample of One Draw) 















NO. OF 
PRIZES PRIZE VALUE 
1 $13,890,588.8: 


PRIZES 










AST PRIZE 
GOUT OFS REG, NUMBERS 







































soNDPRIZE.,, | 10 | seein 
AD PRIZE 
3RD PRIZ 716 $3,704.70 
4TH PRIZE 
T H PRIZ! 48,917 $139.30 
5TH PRIZE 
_ STHP RIZ 965,112 $10.00 
TOTAL PRIZES TOTAL PRIZE VALUE 
1,014,756. $37,443,228. 10 


* Alt prizes quoted in Canadian dollars. 


ist, 2nd, 3rd, and 4th prizes are calculated on a percentage of 
the total prize pool. Since the prize pool fluctuates from draw 
to draw, the’size of the prizes will vary from the size of the 
prizes shown above. 


Canadian Overseas Marketing 
PO. Box 48120, Suite 1703-595 Burrard St., 
_ Vancouver, B.C. Canada V7X 184 
Telex: 04-507822 




























































































ok, 


Make Cheque or Bank Draft (in U:S. Funds) payable to: Canadian Overseas Marketing 
































and Mail to: PO. Box 48120, Suite 1703-595 Burrard St., Vancouver, B.C., Canada V7X 184 
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H ongkong’ s new governor, Sir David Wilson, has taken 
over the heim of a territory, the flourishing economy of 





of will by a British: 
numbered has led. 
confidence and the growth of influence-peddling by inter- 
ests whose long-term commitment to Hongkong is in doubt. 
Editor Derek Davies looks at the nature of the problem and 

orrespondents examine specifics ranging from: the in- 
terests of members of the territory's ruling bodies to cosy 


which is hiding. major political and social problems. A failure 


al administration v whose days are | | 


ecision and a general lowering of 


arrangements at the stock exchange and scandals on the 
ce track. THE FIFTH COLUMN criticises the weakness of government attempts 
to stem a debilitating rise in dishonesty in business. Pages 38-48. 


ditional igns indicating an im- 


g hai coup are this time prob- 


The ideological pr between 
l 


hina’ 


: Cover illustration by Michael McKeever. 


Page 58 

The US dollar/yen exchange rate may 
be further pressured as Japanese in- 
stitutions lose interest in US Govern- 
ment bonds — a key device in the 
financing of Washington’s massive 
current-account and budget deficits. 


Page 58 
in | The South Korean Government acts, 


| Sweden become em- 
w over their arms trade 


i fi ishing | botë and alle- 
' harassment of fishermen 


n political reform. Mean- 
while, the NKDP shelves a- -com- 
ise reform plan in an attempt to 


party unity. 


The Burmese Government steps up 


its long-running campaign against 


communist insurgents and separat- 
ists, resulting in heavy casualties 
to both sides, while the Thai army 
ousts drugs kingpin Khun Sa from his 


border. stronghold and pledges to- 


continue efforts to stem heroin traf- 
ficking. 
30 


The release of kidnapped business- 
man Nobuyuki Wakaoji fails to com- 


| pletely lift the cloud over Japanese- 


: Philippine relations. 


| with little success, to take the fire out 
of the Seoul bourse by introducing 
| curbs.on institutional buying. 


Page62. i 
Britain joins the US in appini pres- 
sure on Japan to live up to undertak- 
| ings to open its telecommunications 
industry to foreign participation. 


Page71 = 

Hongkong-based. and Indonesian- 
controlled First Pacific Holdings plays 
down its links to Jakarta businessman 
Liem Sioe Liong to boost market ac- 
coptanoe of international expansion 


_ plans. 


Pages 74-77 | 


Burma totters on the.brink of default 


Lon its foreign debt-as. prices drop for 


its key export items and the country’s 
er aecrrS falls into: disarray. 


86 
Hongkong’s stockmarket reacts with 
enthusiasm to the decision by local- 
authori block f leve 
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South Korean oppoaion 
_ party splits 


‘De facto leaders Kim Young 
- Sam and Kim Dae Jung announc- 






ting from South Korea’s main 
< opposition New Korea Demo- 

cratic Party (NKDP) and will 
form their own party before the 










of the 90 NK DP members have 
said they will follow them. The 


long-threatened move follow- 


ed a brawl at the NKDP’s head- 


Wree secretariat staffers were 
injured, one of them seriously. 
The fistfight broke out when 
supporters of Chungju repre- 
sentative Lee Taek Hee oc- 
‘cupied the party offices to pre- 
avent disciplinary action being 
taken against Lee for calling 
the two Kims’ leadership 
“intraparty dictatorship.” 

Lee belongs to a small 
“mainstream faction which 
wants the party to take a more 
compromising position on con- 
stitutional reform. The brawl 
drew headlines in the South 
Korean press and appeared to 


NKDP’s public image as avia- 
‘ble counter-weight to the rul- 


(page 24). ~~ John McBeth 


Singapore contractor 

mits bribery attempt 
‘Singapore building contrac- 
or pleaded*guilty and was 
ned $$10,000.(US$4,695) for 
tempting to bribe.the main 
witness in the corruption case 
involving Teh Cheang Wan, 
the minister for national deve- 
opment until his suicide last 
December. Contractor Liu 
Cho Chit avoided a jail sen- 
ence when the court ruled that 
e tried to bribe the main wit- 
ess against Teh “motivated by 
is strong sense of loyalty to 
and friendship. with” Teh. Liu 
was a community leader in 
_Teh’s constituency and is chair- 
man and managing director of 
one of: Singapore’s.. largest 
building contractors involved 
-in the construction of housing- 
board flats. -Nigel Holloway 


Brunei interested in joining 
defence agreement 


Brunei's Sultan Hassanal Bol- 
‘kiah has expressed interest in 
joining the Five Power De- 
‘fence Arrangement (FPDA, 

ade up of Malaysia, Singa- 
pore, Britain, Australia and 








“New Zealand), British De- 





REGIONAL 


ed on 8 April they are split- 
end of this month. At least 74° 


arters on 4 April in which ° 


deal another blow to the | 


ng Democratic Justice Party” 





fence Ministry sources said. 
The matter was raised sepa- 
rately by the sultan and Maj.- 
Gen. Ibnu, the deputy defence 
minister, during talks in Ban- 


dar Seri Begawan on 26 March 


with Britain’s Defence Secret- 


ary George Younger, who is 


touring Southeast Asia. 
Younger’s reaction was 
positive but he said the issue 
was essentially one for Brunei, 
‘Singapore and Malaysia to 
work out, though Brunei’s 
joining would require the 
agreement of all parties. The 
sources said Malaysian officials 


were interested in seeirig how 
| Britain responded to the idea 


of Brunei joining the FPDA. 
— Nigel Holloway 


Ghafar to challenge Musa 

in Malaysian party election 
Ending nagging doubts about 
his plans, Malaysia’s Deputy 
Prime Minister Ghafar Baba 
confirmed he would be chal- 
lenging incumbent deputy 


president Datuk Musa Hitam 
in this month’s United Malays 
National Organisation elec- 








tion. Addressing supporters at 
the party headquarters on 3 
April — a week before the 
deadline for accepting nomina- 
tions — Ghafar said he had 
wanted to wait until the last 
moment to confirm his candi- 


“dacy but felt obliged to do so 


now to enable his campaigners 
to work unhindered. 

Sources said Ghafar had 
also been under some pressure 
to commit. himself as Prime 
Minister Datuk Seri Mahathir 
Mohamad’s running-mate in 
the face of rumours that he 
might opt to stay on as party 
vice-president, his present 
post, leaving Musa a clear field 
and thereby embarrassing 
Mahathir who has openly 
campaigned for Ghafar as his 
preterred deputy. 

~- Suhaini Aznam 


“the 












BUSINESS | 


Japan plans ¥5 trillion 
supplemental budget 

Japan’s ruling Liberal Demo- 
cratic Party announced. plans 
for a ¥5 trillion (US$34.25 bil- 
lion) supplementary © fiscal 
1987-88 (from 1 April) budget 
to stimulate the flagging 
economy. Much of the expen- 


diture would go to additional . 


public works, including: the 
construction of five new super- 
express railway lines. The plan 
does not call for any change in 
government's . current 
target of phasing out the issue 
of “deficit-covering” bonds 
over the next 30 months. In- 
stead, it proposes that funds 
should be raised by the sale. of 
all the remaining stock held by 
the government in Nippon 
Telegraph and Telephone, the 
former _ telecommunications 
monopoly. 


Shearson Lehman 

On 2 April, Malaysian-born™ 
businessman Khoo Teck Puat 
split with Shearson Lehman 
Brothers, ‘his financial ad- 


viser in the dispute over the) 


Brunei Government’s «seizure 
of. Khoo’s National Bank of 


Brunei (NBB). Observers said- 


that Brunei officials were furi- 
ous. with the way Shearson 
handled the negotiations over 


settling NBB’soutstanding debts. | 


of B$470 million (US$219.9 
million) to. 32 international 


banks. Khoo himself was said | 


to have been unhappy with 
Shearson’s fees, while Shearson, 
it is believed, was. frustrated 
with the conditions set by Khoo 
for settling NBB’s obligations. 
Shearson’s restructuring plan, 
proposed in February, appears 
to have collapsed, but Brunei 
sources suggested that, Shear- 
son’s exit may help towards a 
solution to Khoo’s problems. 
-Nigel Holloway 


| Taiwan hurt most 
-by US GSP cuts 


Taiwan was the biggest loser in 
generalised: system of prefer- 
ences (GSP) cuts totalling 
US$4 billions announced in 
Washington’ on 2 April. US 
Trade Representative Clayton: 
Yeutter said about US$1.6 bil- 
lion-worth of Taiwan products, 


mostly footwear and machine- 


tools, would lose their duty- 


free access to the US market 


beginning on I July. The.cuts. 
were larger than the US$1,2° 


— Charles Smith | 










ilion in reductions: that had 
originally been set following a 
GSP: review completed in Jan- 
uary. A ae in exports to the 
US market late in 1986 pushed 
more products than expected 
over automatic cut-off points 
under GSP rules. Under the 
same round of GSP cuts, South 
Korea will lose US$667 mil- 
lion’ in benefits, while: Hong- 
“kong will lose US$140 million 
in benefits. Taiwan, which en- 
| joyed US$3.2 ‘billion: worth of 
GSP. benefits last year, has 
been the largest beneficiary 
under the  trade-preference 
programme for several years in 


a row. — Carl Goldstein _ 
Arranged mergers set 
for South Korean firms 


The South Korean Governmet 
has announced a package of. 
ranged mergers and restructuc- 
ing orders aimed at improving 
conditions. in. the country’s 
troubled construction and ship- 
ping industries. A total of 41 
companies are affected by the 
package, which includes a di- 
rective to halve’ the number of 
construction “companies en- 
gaged in activities overseas. 
Two conttactors that faced fi- 
nancial crises in recent months, 
‘Jungwoo Development and 
Korea Development, will be 
taken over by two others — the 
-Byuksan group and Daelim In- 
dustrial respectively. Korea 
Explosives subsidiary Pacific 
Construction will be dissolved 
into other group subsidiaries. 
Korea Explosives has also 
been called on to restructure its 
lines of business.. Among the 
‘shipping. ‘companies, Korea 
Shipping will be taken over bv 
Hanjin Container Lines, 
— Paul Ensc. 


Burma criminalises sales 
of property to foreigners 
Rangoon has enacted a law 
which makes a crime of selling 
to or buying from a foreigner or 
foreign firm immoveable prop- 
erty such as land and buildings. 
The newly enacted Transfer of 
Immoveable . Property (Re- 
strictions) Law also makes the 
selling or buying of such prop- 
erty by a foreigner similarly a 
crime, Punishment is three to 
five years in prison and confis- 
cation of the property concern- 
ed. 
Foreigners are also required 

to register their existing im- 
moveable property with the 
government, failing which they 
face one. to. three. years: in 
prison and. confiscation. of the 

property. —M.C. Tun 
































CENTRAL CALLING 
| The Soviet ambassador to the 
_ Philippines has been recalled — 
to work for the central committee, © 
of the Communist Party of the Soviet 
Union (CPSU). Vadim Shabalin’s 
new job is supervising all CPSU cadres. 
working abroad, a sensitive post 
equivalent in the Soviet hierarchy toz 
deputy minister: It puts him directl 
der his mentor Anatoli Lukyanov. 


4 pointed to the central committee | 


January. In Manila the short- 
rving envoy’s departure on 8 April 


_had provoked a flurry of speculation, - 


*hilippine Foreign Ministry officials - 


initially interpreted the move as asign - 


_of Soviet displeasure, either at» 


in’s pe 
ssador started'on a bad foot, 
presenting his credentials to 
_Ferdinand Marcos just hours before 
former president fled the country’ 


1986. 
MOVEMENT 


cent months have seen a sharp rise» 


ae 


truck movements along th 
road linking Lhasa, the 
capital, with the city of 
d 1,900 km to the north in 
$ s Gansu province. This 
suggests a stockpiling of supplies 
thought to include fuel, spare parts, 
weapons and ammunition. The sabre- 
F ollows Ne 
Istatehood last Decemberto: © 
unachal Pradesh, an area east of 
hutan which is one of two disputed 
Himalayan regions that the two 


-| countries have long been unable to 


pportion. China is believed to be 


| the 
milit 





| Singapore mi 


Delhi’s granting © = 
| The Overseas Economic Cooperation 
Fund (OECF) — Japan’s soft-loan 


sending a discreet signal of serious 


| displeasure to India before an eighth 


round of negotiations gets under way 
this summer, but it is uncertain 


„whether the activity is simply bluster. 


SPEEDING UP DELIVERY 


ware to fight the 
nmunists, the jibe is believed to be: 
d specifically at the Pentagon. 


Although 
Singapore Prime 
Minister Lee 
Kuan Yew has 
now postponed 
his tnip.to India to 
sometime later 
| this year, plans 
¿| are continuing 

i| for the 

| completion of 

he first’ 
sale to India. 

Singapore is currently manufacturing 
six missile-equipped patrol boats 





ordered by India. 


SHORING-UP SOFT-LOANS 


agency — is creating a new window 
ostensibly to help developing-country 
borrowers on such extra financing 
requirements as industrial-plant 

















rehabilitation. The new lending 
scheme is seen as a preparation by 
Tokyo to cope with any shortfall in 
normal OECF lending which may 
result from the yen’s appreciation, 
Although the strong yen has sparked 
uncertainty in some quarters, demand 
for the highly concessionary OECF 
loans is said to remain high among 
major Asian borrowers like 
Indonesia, Thailand and Bangladesh; 


ar Sing 
the Asean countries 


existing temples are lim 

between three and five 

and all:monks mus g ' 
The government is also understo 
be demanding a portion of temple 
donations offered by religious 
observers, and officially limiting 
Buddhist education. 





dreds of ‘students at a secondary 
ulted teachers and burned a 
ing; demanding. the. right to 
«during examinations (2 -Apr.). 
gladesh: and India failed to reach’'an 
m the.end of talks on ways 
ierilla war in southern Bangladesh 
repatriating thousands of refugeés (6 
| Apr.). 


The Soviet Union has reversed its policy 
of refusing to discuss what Peking identifies 
as major obstacles in Sino-Soviet relations, 
China announced (3 Apr.). 


| INDIA 
Punjab. police arrested more than 200 
Sikh fundamentalist youths after crowds 


burned stores Sree cigarettes and | L 


6 Apr.) 


t, it was reporte 


-said ( 
| MALAYSIA 





INDONESIA “Be 

“Indonesia agreed in principle to liftits ban 
of Australian journalists, Australian Broad- 
casting ren managing director David Hill 


Apr.). 


A party within. the ruling National,Front 
coalition, the Parti Bansa Dayak Sarawak, 
broke ranks to challenge the government in 
is in East Malaysia’s Sarawak state (6 
Apr). Kaa i ; 


PACIFIC 


Fijians began a week of voting in the gen- 


„eral election (6 Apr.). 


00,000. supporters in 
ary execution 
< Minister 





Mohammad Khan Junejo artived in Long on 
on anofficial visit (6 Apr. ). 


PHILIPPINES | 

‘Kidnappers freed Japanese businessman. | 
Nobuyuki Wakaojiafter holding him captive 
since 15 November last year (7 Apr.). Gov- 
ermment troops occupied an abandoned. 
communist training camp in northern Lagon 
and killed nme rebels in a clash on Min: Gee 
(2 Apr.). Eleven people, including a minister: | 
in the cabinet of deposed president Perm 
dinand. Maréos, were charged with the 198 
murder of Benigno Aquino; they pleaded i 
nocent(6 Apr.). 


THAILAND 

At least 300 soldiers in Bangkok 
aded former prime minister Kukrit Pram 
home for six hours after he accuse 
chief Gen. Ch Yorgchai 





























_ By Paisal Sricharatchanya in Bangkok 
igh tempers, shows. of military 
‘Strength and rhetoric witnessed in 
‘Bangkok in the first week-of April all 
‘had the distinct hallmark of the tradi- 
tional build-up to a Thai coup. 

But this time, analysts are predicting 
that it is more sound than fury, and that 
army commander Gen, Chaovalit 
Yongchaiyut — the man in the eye of 
the storm — means it when he says he is 
»pposed to such action: 

_ What has led to the tension has been 
Chaovalit’s: outspoken ‘pushing of his 
concept of a “peaceful revolution” — by 
creating a new system through struc- 
tural changes in the political, economic 
“and social spheres that can truly benefit 
the masses. ‘ 

. Criticism of Chaovalit’s policy, and 
Hegations of communist “brainwash- 





























































“ing” made against him, in turn led to a 
display of indignation by the country’s 
military elite against elements which 
they described as “harbouring ill inten- 
‘tion’ to the country.” In a traditional 
ow of support for the commander, 
hundreds of senior officers trooped into . 
his home on 7 April and urged him to 
mete out decisive action to deal with the 
ritics. 

The latest uproar was primarily 
arked by former prime minister Kuk- 
ramoj’s critical remarks against the 
mbitious Chaovalit, who is being 
openly spoken of as.a successor to Prime 
Minister Prem Tinsulanond. In what 
was the most: forthright critique to 
date, the 76-year-old senior statesman 
told a seminar organised by Chulalong- 
korn University’s Institute of Security 
¿and International Studies (ISIS) on 
1 April that he believed Chaovalit has 
‘been brainwashed and the army-domi- 
nated Internal Security Operation 
‘command (ISOC) infiltrated by com- 
munists. 

= Kukrit-also repeated thé essence of 
n earlier press interview that Chaovalit 
wanted to head-a revolution that would 
entirely change the Thai way of life 
into a communist one while retaining 
the king as head of state (REVIEW, 9 


oo ae 
Yn the positive side,. Kukrit said the 
army chief sincerely. believes he can do 
something: good for the. country, and 
_that he is loyal to the monarchy and the 
king personally. 








characteristic of his mild manner. =- 


Rangers besiege Kukrit after attack on Chaovalit 


Bangkok ‘red’ alert 























about 250 Rangers, the army-controlled 
paramilitary unit normally engaged in 
border-security and communist-sup- 
pression missions, founded by none 
other than Chaovalit himself in the 
1970s. 

Clearly organised and having travel- 
led some 250 km from their Pak Thong 
Chai headquarters in the lower north- 
eastern province of Korat, the Rangers 
first demanded an apology to their 
“father” — a reference to Chaovalit —~ 
but later dispersed after a group of regi- 
mental and battalion commanders 
sought clarification from Kukrit. The 
latter subsequently denied having 
accused Chaovalit of being a commun- 
ist. 

The gravity of the Rangers’ protest 
was soon overshadowed by events two 
days later when the bulk of the army top 
brass — numbering over 400 and rang- 
ing from battalion and regimental com- 
manders up to Chaovalit’s deputy, Gen. 
Pisit Hemabutr — trooped into their 


. boss’ residence in a massive show. of 


support, This was the second such dis- 
play since Chaovalit assumed the army 
top post in May 1986. 

Speaking on behalf of the gathering 
but without naming names, Pisit called 
on Chaovalit to review his policy of re- 
straint and deal seriously with the ill-in- 
tentioned groups. Pisit’s anger —— un- 





clearly underscores a bruis- 
ed army dignity on the one 

hand.. and reinforces the 
| military's” traditional per- 
ception of its guardianship 
role on the other (REVIEW, 
19 Feb.). 

He stated: “Up to now, 
we have adhered to your 
policy of restraint — de- 
spite the fact this is. against 
our feeling. But instead of 
appreciation [the _ ill-in- 
«tentioned groups], gri 
bolder in trying. to instiga. 
chaos. This has caused seri- 
ous ‘consequences for the 
army and national security. 

“Something must be 
done to rectify the present 
“erisis before the country is 
, Tuined.” 




















"he key question is what 

the army will do next. 
Chaovalit gave no clear indi- 
cation, apart from saying 
_ that Pisit’s proposal would 
be thoroughly considered. In his usually 
cryptic remarks, he responded: “Once 
reaching'a point, whatever happens will 
happen. It will be based on righteous- 
ness and the army’s dignity. There is a 
necessity to protect the majority [of the 
people], the nation, the throne and 
peace.” ae 

What he did indicate was.continued 
army support for the Prem administra 
tion on condition that the govern 
ment’s action stands by “correct guide- 
lines” —- though he did not state what 
these were. 

Chaovalit ruled out overtures from 
certain quarters that he or the army 
should withdraw support for the ruling 
coalition since “the public is losing 
faith,” saying that such action would 
usher in a vicious cycle of instability. 

Chaovalit used the same occasion to 
deny allegations that the army has 
created . a socialist-style presidium 
through the recent ISOC reorganisa- 
tion.: He bitterly complained that while 
the success of the well-known prime 
ministerial directive No. 66/23 in 
ending. the communist insurgency war 
has been applauded around the world, 
it was criticised by some local 
groups. pee 

The 1980 directive provides the army 
with a legitimate political role, and the 
recent ISOC changes are seen as an in- 

itutionalisation of this role... 

















nti-army charges, in fact, also 

ame from a handful of other critics, in- 
| chiding © former > academic-turned- 
|. Democrat MP. Surin Pitsuwan and 
Thirayuth Boonmee, a former promi- 
“nent student activist and communist de- 
fector. But coming from a man of Kuk- 
rit’s stature, the army elite clearly felt 
| the need to retaliate. Although washing 
| his hands of politics — Kukrit resigned 


| last year from the Social Action Party he 


ounded over a decade ago — he appa- 

rently still commands a wide following, 

from the stream of well-wishers 

7 king to see him after the 5 April inci- 
t: 

- Kukrit has since appeared unper- 

turbed,; though becoming more cauti- 

| ous.Ina statement after meeting the re- 

- gimental and battalion representatives 

on the protest, he denied being in- 

` timidated and said: “[As.a result of this 

IT feel that my articles, my 


discreet — I’ i not ghee any- 
(i thing which may be a problem, which 
|. May create disunity of misunderstand- 
ing. 





Little common ground 


Reformists and conservatives spar at annual NPC session 


By Robert Delfs in Peking 


Si of a suppressed political strug- 
gle continued as the National Peo- 
ple’s Congress’ (NPC) annual session 
drew to a close — despite an attempt to 
find common political ground between 
reformists and conservatives by Premier 
and acting party General Secretary 


| Zhao Ziyang in his keynote speech at 


the NPC’s opening session (REVIEW, 9 
Apr.). 

Ina generally upbeat report on legal 
work and crime, the president of the 
Supreme People’s Court, Zheng Tian- 
xiang, took an unexpected swipe at 
China’s open-door trade and invest- 
ment policies and economic reform, 
stating that public order remained un- 
satisfactory in cities, “including coastal 
cities: open to the outside.” This is due to 


While the 7 April show of. force | |i 


served to. solidify the ` support for 
Chaovalit from the army’s rank and file, 
‘Rangers’ protest in particular was 
iewed in a negative light in many non- 
nilitary circles. An editorial in the con- 


ervative Bangkok Post commented: “If | 
NGation has any part in the role of a} 
r, it is that.o yarn, tone the | 

on 


as SC 

: enemies of his country, Kukrit 
| time servant of this nation, certait 
| no enemy of Thailand and the 


not n donea diseriiee to themselves 
‘but have served less than well those 


| whose interests they would claim ‘to | 


have at heart. The army commander 
rill bear the brunt of inevitable ques- 
tons about army discipline, at the very 
least.” 
The action by the Rangers =- who 


| were apparently acting at the behest of | 
some army officers who were intent on 


protecting ‘Chaovalit’s. image without 
he "s prior knowledge — was con- 
by opposition MPs and 
acade ics as unlawful and unconstitu- 
It is inappropriate that soldiers 
regard criticism against indi- 
| vidual army leaders as a criticism of the 
“military establishment. They also 
should not hold the view that the army 
as an institution is untouchable,” com- 
mented one critic. 

The army display of resentment 
caught the ISIS seminar organisers by 
surprise; they were at one stage con- 
cerned that Kukrit might become the 
target of a defamation lawsuit. The Na- 
tional Intelligence Agency, a civilian 
|. government body, is understood to 
have access:to a tape of Kukrit’s 1 April 
statements. © Oo 





ghai share trading: on 





the “corrosive influence of decadent 
bogigeo's ideas and . . . slackened poli- 
tical and ideological work,” Zheng said. 
“Complicated problems have 
emerged in the course of reform, open- 
ing to the outside world and invigorat- 
ing the domestic economy,” Zheng 
said, and “certain people have perpet- 


rated offences under the disguise of 


opening to the outside world and in- 
vigorating the domestic economy.” 

So far there has been no official word 
on ministerial-level changes, but dip- 
lomats here concur’ with a report in 
Hongkong’s leftist Wen Wei Po news- 
paper that Public: Security Minister 


| Ruan Chongwu is likely to step down. 


His replacement is believed to be Wang 
Fang, 65, currently secretary of the 
Zhejiang provincial communist party 
committee and a member of the party 
central committee. 








security work when he was appointed 
minister in September 1985. Ruang 
be under fire for alleged mishandling. of 
recent student demonstrations. 

There is no longer any doubt th 
periments instock and securit 
by Chinese enterprises —- hight 
by the stock exchange which ope 
Shanghai last year — have been pr 
hold and that prospects for furth 
form in China’s ownership structure and 
the financing of state-sector enterprise 
appear increasingly dim. 

The state council recently issued 
circular restricting stock issues ti 
small number of designated collec 
owned enterprises. Bond issues w 
limited to state-owned ente 
which must secure approval fror 
People’s Bank of China and uns 
fied other departments. Moreover, 

h bonds may not 
be applied toin ent in fixed as 
sets not covered by the state plan. 

The circular says the restrictions are 


| intended to “curb the unhealthy te 


cy of unconcentrated use of investme t 


| funds and overheated capital construc: 


tion.” The use of the term “unhealtl 


n 
; ozal 4 denses, suggests. that out | 
| plan investment may in future be 


treated as a form of economic crime. 

At a press conference on 8 April, 
three vice-chairmen of the NPC legisla» 
tive affairs commission evaded a que 


| tion about why the enterprise law 1 


been held up by the NPC standing cc 
mittee. That law would have provide 
the legal basis for ownership-system. 
forms which some reformist econo 
have said are needed to make sta 

tor enterprises responsive to marke! 
forces. 

(Also ducked were questions abm 
the numbers of persons sentenced t 
death last year and the number of per- 
sons in jail for “counter-revolutionary 
crimes.” 

There is Increasing evidence thatthe 
obstacles blocking consideration of the 
new enterprise law may be ideological 
rather than practical and thatthe cur- | 
rent freeze on ownership reform is ato 
least in part a product of the political | 
struggle under way in Peking. 

fonservatives have argued thate | 
stock ownership by individuals coud: 
lead: to exploitation and the return. — 
of an investor class. An article im 
the party journal Red Flag on | March 
maintained that a-socialist shareholding 
system canexist, but cannot be widely 
implemented. 















G ingepore has become involved in a 
# row with Sweden over Singapore’s 
ecent sale of arms to politically sensi- 
tive countries such as Iran. On 1 April, 
the Swedish Government suspended a 
shipment of defence materials to Singa- 
pore and, in a statement two days later, 
the Singapore Foreign Ministry pro- 
tested “at this sudden and unexpected 
action.” 
Singapore’s Defence Ministry has 
told its top officials not to make con- 
tracts with any Swedish companies or 
organisations for defence or-other mat- 
erials without. proper authorisation. 
Swedish Ambassador Arnold Willen 
has since asked for clarification from the 
Singapore Government on several 
ints concerning the arms sales. 
The defence scandal has already 
réated a political storm in Sweden, 
where arms manufacturers are forbid- 
den to export their products to “areas of 
flict,” such as the Middle East. An- 
_Carlberg, managing director of 
1 Industries, one of Sweden’s main 
is makers, has said that ground-to- 
RBS70 missiles made by Bofors, a 
subsidiary, were officially sold to 
p re but were actually bound for 
bai and Bahrain in 1979-80. Swedish 
ce campaigners say that arms also 
ent. via Singapore to Iran, Taiwan, 
Thailand and South Korea — all coun- 
tries considered to be areas of conflict 
by Stockholm. 
Sweden’s Bureau of Statistics says 
apore was Sweden’s..biggest wea- 
pons. customer between 1977 and 1986, 
| buying SKr 8.91 billion (US$1.39 bil- 
lion) of arms — 10.8% of total Swedish 
arms exports in the period. Singapore 
fell to fourth place last. year, Behind 
Norway, India and Finland, buying SKr 
219 million of arms — 29% less than in 
1985. 
The pace of events quickened after 
Nobel Industries revealed at the end of 
March that several. countries, including 
Switzerland, Italy and Britain as well as 
ingapore, were involved.in the illegal 
shipment of Swedish defence materials 
to countries embargoed by Sweden. 
The company. stated that. Nobel’s “in- 
volvement in Singapore may have sys- 
tematically. been used for unauthorised 
re-exportsof arms.” 
«Wilen: informed Singapore's. For- 
n Ministry that the Swedish Govern- 
nent was not making. any. allegations 
against Singapore and was not-blaming 
the latter for any non-compliance with 


















Sweden..wanted to. clarify 


the. matter 
d, in response, the For i 


lo more open arms 


Sweden suspends a shipment of defence materials to Singapore 





pany — or by S 








end-user- certificates. He added. that 


istry | March, states that a contract w. 


By Nigel Holloway in Singapore and Chris Mosey in Stockholm 


said it would consider any specific pro- 
posals from Stockholm. a 
Singapore’s Defence Ministry says 
that it has not breached the térms under 
which Swedish arms have been ex- 
ported to the republic. “In all transac- 
tions where the ministry has issued end- 
user certificates for equipment purchas- 
ed for Defence Ministry use, the terms 
of such certificates have been fully hon- 
oured,” it said. The ministry went on to 
say that it was satisfied that the defence 
firms under its jurisdiction have not bro- 
ken any Swedish laws nor breached the 
terms of their legally binding agree- 
ments with any Swedish company. 
According to Bofors, Swedish 


‘ weapons were sold to two companies in 
Singapore: Allied Ordinance of Singa- 
ore (AOS) and Unicorn International. 
oth companies arë part owned’ by 
Sheng Li Holding Co. — the Singapore 








Defence Minist £ investment “com: 
J eng Li subsidiaries, 
AOS is 40% owned by Bofors and 60% 
owned by Sheng Li. Richard Hu, in his 
capacity as finance minister, owns 
129.55. million, shares in “Sheng” Li. 
Two shares are held by:Chris Liew, a di- 
rector of the firm, °° 

Nobel announced in March’ tha 
Bofors plans to.sell its 40% stake in 
AOS because. of its role. in arms sales 
which contravene Swedish law. 

Sheng Li has told all six of its com- 
panies, including AOS, that they.should 
review their business relationships with 
Swedish companies and organisations. 
Singapore’s The Straits Times news- 
paper, which normally reflects govern- 
ment views, reported that the move to 
avoid buying from Sweden came about 
because of doubts about Sweden’s relia- 
bility as suppliers of defence materials 
and because of the. way the Swedish 
Government had conducted itself. 

A: uncompleted investigation begun 
in.March 1985 by Sweden’s. public 
rosecutor into the activities of Nobel 
as revealed. the importance of Singa- 
pore to the company’s arms exports. 
The prosecutor’s interim report, re- 


leased by Nobel’s directors at the end of 











| ferred’ a few months later to Unicorn, 











161 RBS? 


< The contract “was annulled or trans- | 


which.is owned by a group.of Sheng Li 
_ subsidiaries. In March 1979, the report 
says, two. contracts were signed with 
Singapore — one between Bofors and 
the Singapore Defence Ministry and the 
other between Bofors and Unicorn. 
In July 1979,-a contract was signed 
between Unicorn and Dubai to deliver 
143 RBS70s. Bofors. received permits 
around this time from the Swedish Gov- 
ernment to deliver missiles to Singa- 
pore, the prosecutor says, with end-user 
certificates, attached to the permits, is- 
sued.by the Singapore Defence Ministry. 
The. report adds that it appears naval 
‘and field guns sent by Bofors to Singa- 
pore were re-exported to Thailand. 
Sweden banned the export of de- 
fence materials to Singapore in August 
1985 in. response to allegations that 
RBS70 missiles were supplied to Ba 
rain.and Dubai through Singapore. Tew 
restriction was.lifted two. months later 
after the Singapore Government con- 
firmed in writing that the missiles for 
which the Singapore Defence Ministry 
had issued end-user certificates were in- 
deed for the exclusive use of the Singa- 
















































« pore armed forces and had not been ex- 


ported to any third country. 

_ Since then, apart from the Singapore 
Defence Ministry statement in March, 
the only Singapore official to comment 
publicly on the.controversy was Philip 

eo, who was the Defence Ministry’s 
second permanent secretary until he be- 
came chairman of the Economic Deve- 
lopment Board in January 1986. Yeo 


| has been an AOS director since Sep- 


tember, 1976. In an interview in the 
Göteborgs-Posten, a» Swedish daily 
newspaper, on 22 March, Yeo made a 
distinction between what was done by 
the Singapore. Government. and ac- 
tivities by the arms companies. o -c 
When. Yeo was..asked when- thi 
RBS70s were re-exported to Dubai ana 
Bahrain, he replied: “What the govern- 
ment of Singapore has bought remains 
in.this country. What the private com- 
parties have been doing, with approved 
licences. and end-user certificates from 
the country of origin is not our business. 
We must presume that the Swedish Gov- 
ernment knows who it is dealing with.” 
If private re-exports have taken 
place, Yeo's, interviewer. asked, was 
there no. reason to inform the Swedish 
Government? “Of course not,” he is re- 
ported to have said, “It is entirely 
beyond the jurisdiction and control of 
the Singapore Government.” 
_ Yeo added that. “we sign the [end- 
user] certificates. that. the exporting 





country. demands. and naturally follow 


these regulations. If we have re-ex- 
ported, then it has been done with the 
approval of the country of origin. This is 
the case. where. an agreement has been 
ide at a government level.” o 


















If you love things Italian wait until you’ve tasted 
them in Italy. There’s so much more to love 

and life. The fashion, the food, the wines, the music, 
the scenery, the architecture, the works of art .... 

it’s more than a holiday, it’s a celebration of life itself. 
But don’t just come to Italy. Come to 

Alitalia’s Italy. We can show you Romeo and Juliet’s 
balcony in Verona; let you sigh on the 

Bridge of Sighs in Venice; gaze in awe at 
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More than a holiday, it’s a celebration of life. 


Michelangelo’s ‘David’ in Florence; sit where 
Roman Emperors sat in ancient Rome; point you 
the direction of the most elegant boutiques. We’ll 
give you more direct flights to Rome and help you 
plan the best money-saving ‘Intermezzo Italia’ tou 
This year, come to Italy with Alitalia 

and celebrate life Italian style. For informatior 

see your travel agent or Alitalia for our free 
‘Intermezzo Italia’ brochure 


Alitalia 
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Well-traded. Bridging East and Wes 





r over 100 years. 





Throughout history, Asia has been a 
favoured destination for Western traders. 

It was in East Asia that the Hongkong 

and Shanghai Bank was established over a 
century ago, expressly to finance East-West 
trade. 


Our unique experience in trading with the 
rest of the world has made us a pioneer in 
trade finance. In 1865 we opened a branch 
in London. The following year, a branch 
in Japan. In 1875 we were the first foreign 
bank to set up a full-service branch in the 
United States. By the turn of the century, 
branches were open from France to 
Singapore, Germany to the Philippines 





Today, our network spans the globe, with 
over 1,200 offices in 55 countries. Offices 
staffed by bankers who are fully conversant 
with international trade practices. Offices 
dedicated to trade finance in all its forms. 
So no matter where you want to trade 
from, or to, the Hongkong and Shanghai 
Bank will bridge the gap 


And, to take the time and trouble out of 
your Import/Export procedures, we also 
offer Hexagon, the Group’s state-of-the-art 
electronic banking system. It lets you 
control many of your international and 
domestic financial affairs from your office 


For further information on our services 
and facilities, contact your nearest branch 
of the Hongkong and Shanghai Bank. We'll 
help you forge a link with greater profits 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East + HongkongBank 
of Australia © Hongkong Bank of Canada 


Wardley * James Capel * CM & M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 
Concord Leasing 


Fast decisions. Worldwide. 
CONSOLIDATED ASSETS AT 31 DE CEMBER 
EXCEED USS$69 BILLION 


fter more than thirty years solving 


some of Australia’s toughest construction 


engineering problems, Transfield 





has the expertise 


to conceive, design 


> Together and build just 


about anything, 


welll build hima anywhere. 


great future. r 











we are building 











our reputation in South East Asia. 
If making things happen in South East | 
Asia is part of your life, remember our name. 
Because we're here 


to help you make his édbransheld 


future grea í, We're building the future now. 

















Mui Plaza, Jalan P Ramlee, Kuala Lumpur, Malaysia. Tel: 42 2855. Offices also in Singapore and Jakarta. 
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To Europe via FRA. 
And your ship takes off. 


You know exactly what it costs to ship your 
freight to Europe. You know how long it 
takes too! Well if we could, we'd build ships 


with wings. But of course, as you well know, 


it doesn’t work quite like that. So what we 
have in mind for you — and a lot of other folk 
who have difficulties in getting their goods 
to Europe in good time — is a freight system 
combining sea and air. And using universal 
containers, for fast interchangeability and 
easy transportation. Simply take the ship to 





FRA: Savings are calculated in time 





the Gulf for example 


FRA. You won't have ti 





to see that the time-saving FF 


to Europe is also mon 
Please contact Flughafe 
AG, D-6000 Frankf 


414959. Or f 
kong: Mr. Paul Eider 
5 -89213 21, Telex 8 
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Osaka, May 12 
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~~ nection to total transport services worldwide. 


T ne 
t ies pis A 8i¢ 
i a 7 oh Doge 


= 


È er what the cargo, the des ion, the 
s, your local Nedlloyd agent is your direct cc 
Lines has 5500 transport specialists, 42 purpose-built 
Is operating on 31 scheduled liner services to 
50 ports on seven continents. 

Nedlloyd Lines has 130 years of experience in oper- 
ating shipping services worldwide. Your Nedlloyd agent 
can guide you over the shoals of door to door transport 
-all on one bill of lading. Simple, cost-effective services 
you can rely on. 

A local telephone call connects you to Nedlloyd’s 
global know-how. 

Nedlloyd Lines, the reliable Dutch solution to all your 
international transport requirements. 


_S" Nedlloyd 








Nedlloyd Lines 


P.O. Box 240, 3000 DH Rotterdam, 
Tel.: (10) 4177933, Fax (10) 4147394 
Telex 24690 NEDL NL 

























By Paisal Sricharatchanya in Bangkok 
f all Thailand’s neighbours, _ Malay- 


Bangkok. Both countries, apart from 
being partners in Asean, are also bound 
by a thriving trade. And Malaysian 


_ tourists have traditionally accounted for | q 


| the largest group of foreign visitors, 


| with an estimated 700,000 crossing the | 


borderi into southern Thailand last year. 

‘But bilateral relations have ‘been 
‘somewhat uneasy over the past’ two 
years in the face of frequent Malaysian 
seizures of Thai trawlers after’ Kuala 
Lumpur declared its 200-mile exclusive 
| economic zone in 1985. The intensified 

“iction was blown into the open.at the 
» ad of March when Bangkok delivered 
what- came: close to a protest’ note 
against alleged unfair treatment and 
physical abuse by Malaysian authorities 
of Thai fishermen. 

Capping a four-day demonstration 
by an estimated 1,000 fishermen in the 
souther border province of Pattani, 
the Thai Foreign Ministry on 27 March 
‘summoned: Malaysian Ambassador 
Bakri Aiyub Ghazali to receive an aide 
| memoir, which sought clarification on 
the circumstances surrounding. the 
- Jatest seizure of four Thai trawlers: in 
mid-March.’ 

The note called on Kuala Lumpur to 
investigate charges by the protesting 
fishermen that the four Thai boats were 
seized in the so-called Joint Develop- 
ment Area — encompassing both coun- 





tries’ territorial waters and targeted for. 


joint development in various fields 
ranging from fishing to petroleum pros- 
“pecting — and that the arrested Thai 
_ fishermen were forced to confess to in- 





Fishing boat friction | 


Malaysian arrests of Thai trawlers strain friendship 


Le into Mi la ia waters eas 





sia has enjoyed. the best ties with, 


fishing fleet. 
tothe Ja 











tare 


Able to his Ma- 
S. atin, rë- 





‘not be: taken asa protest areh note s “We, 
‘cannot conclude right away that the Ma- 
laysian authorities are guilty as cates 


We're informed their investigation [into 


ithe Thai accusationis} is now under 


waye > 
The Pattani protesters had lodged a 
number of demands on the government, 

including the despatch of navy gunboats 
for-their protection and thé negotiation 
of uninterrupted: passage through. Ma- 
laysian waters into international.waters. 


‘The demonstration: subsequently. dis- 


persed after their representatives met 
Siddhi on 30 March. 


¿mong ‘other things, the minister 
promised. better coordination 
among various government agencies to 
ensure more protection and stepped-up 
efforts to seek fishery joint ventures 
with .Thailand’s neighbours as well as 
with. other foreign. countries to» find 
more fishing grounds for Thai trawlers. 
The problem. is unlikely:to be easily 
resolved, however, as: the large Thai 
garded as second only 
ja —is forced to go 






| land. Predicting that arrests of Thai 


| — not only to Thais, but also to any 





| mid-1986, 


| 218 in the first three months this year. 
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marine resources in the Gulf of Tha. 





fishermen would not stop, the Malay- 
sian envoy was quoted by one local 
newspaper as saying: “When they come 
to our waters, we have to do it farrest] ee 









foreign vessel.” 
While the latest incident marks the 
first serious case of strained relations at 
the government level, tension infact has 
been rife on the border for some time, 
Shortly after the Malaysian implemen- 
tation of its 200-mile zone, aser ate 
rests involving Thaitrawlers sparked 
week-long demonstration in fron 
Malaysian Consulate in the soul 
Thai border province of Songkh 
August 1985, 
The Malaysian seizures inter 
One incident invol 
laysian coastal patrol craft allegedly 
ing ona Thai trawler, which left one 
crewman dead and another 
According to the Thais, 824 Thai fishe: 
men were arrested in 1986, plus another 




























The majority were seized in an 
approximately 64 knv off the K 
coast, a route said to be popula 
by southern Thailand trawlers 
from or returning to the lower 
the Gulf of Thailand. . 
The tepe ted oe have used 














tres) 

of onder Sooners 
from the suppressi 
munist gu 
developmen nee mes). 










a thal 
trawlers might have trespass 
laysian waters, sources told the IEW 
other arrested vessels might have 
genuinely transitted the area om t 
way back from international w : 
‘It's a pity the fish don’t wear any 
form to show whether they are-k ; 
sian or otherwise,” -one source 








are theoretically entitled. toa 
innocent passage” undera Ge 
vention ratified: by both countr 


seized vessels are relict 
lengthy Malaysian cou. 
ane as a result, let their crewmen plea 
guilty and serve their jail terms. 

The Thais have been particularly. i= 
furiated by-the-fact that many of the ar- 
rests were undertaken by the very Ma- 
laysian patrol craft which are supposed 
to be part of a joint Thai- Malaysian 
naval formation whose stated. prit 
missionis to prevent arrhis smugeli 
the Malaysian communists. The Malay 
sians, they charged, exploited one 
loophole i in the border agreement 
aces their patrol-craft commander to. 
leave formation “if warranted ayother | 
more important missions.” g- 










































































By John McBeth in Seoul 

s winter gives way to the traditional 

WA spring protest season, the cut-off 

point-is fast approaching for South 

Korea’s prolonged. debate over con- 

stitutional reform =— one which so far 

has centred on an issue that has more to 

-do with who gets power than with demo- 

> cratic ideals. A consensus now seems 

out of reach,, leaving most analysts 

convinced that. the government will 

` have to resort-to unilateral action, what- 

ver that may be. 

~ With the ruling Democratic Justice 

Party (DJP) insisting on a cabinet sys- 

“tem: of administration after President 
Chun Doo Hwan steps down in Feb- 
“yuary 1988, and the opposition New 
» Korea Democratic Party (NK DP) hold- 
ing out for direct presidential elections, 

‘ahyop; or compromise, remains a word 
lost. to the South Korean: political vo- 
‘cabulary. . 

. The current powerholders refuse 
evento consider the possibility of be- 
“coming the opposition and.say they 


Politics of no compromise 


_ The ruling and opposition parties fail to agree on reforms 





have made enough- concessions by- 
promising democratic reforms and by 
roposing a system which would leave 
n-elected prime minister in charge. 


| On the back 
burner | 


DP leader Lee’s formula for 
emo is shelved 
position New Korea Democratic 


1e 
Ce Na Poea i 
Party (NKDP) president Lee Min 
Woo now appears to have shelved his 
controversial seven-point democratisa- 
“tion formula in the interests of preserv- 
ing party purity, but it would still appear 
to be the only real gambit the ruling 
Democratic Justice Party (DJP) has to 
split the NKDP in the deadlocked de- 
bate over South Korea’s future adminis- 
rative structure. i 
‘Hir serious danger of losing the presi- 
dency at the party’s May convention, 
Lee claims. that his proposal should: 
never have been seen as a precondition 
for the acceptance of the DJP’s cabinet 
system of government, or as a sign that 
he was abandoning the oppositions un- 
wavering stand on direct presidential 
elections. È ei 
When he raised his proposal late last 
year, it was greeted with suspicion by 
the DIP and quickly fell by the wayside: 




























position leaders Kim Young Sam and 


NKDP leaders Kim Young Sam and 
Kim Dae Jung maintain that they, and 
they alone, are’ committed to demo- 
cracy and say a direct presidential poll is 
the party’s only chance of occupying the 
Blue House and introducing sweeping 
reforms. >. 

The government has so far rejected 
opposition calls for a referendum on the 
two-sided issue, despite the fact that 
‘Chun has the constitutional authority to 
take that step on matters which are 
deemed to affect- the nation’s well- 
being. Officials claim there are legal 
barriers to laying out alternative choices 










for a public mandate. Some DJP moder- 
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Kim Young Sam and Lee: suspicion. 





Kim Dae Jung. The interest the ruling 
party showed after it was revived a sec- 
ond time, however, seemed almost an 
acknowledgment that DJP leaders may 
have erred in their earlier calculations 
—- even if it did leave Lee in deeper 

trouble than ever with the NKDP’s 
mainstream factions. 

The two Kims maintain that the con- 
stitution already guarantees many of 
Lee’s points and say the problem lies in 
the fact that the government simply ig- 
nores them. The DJP wants to see an 
opposition party with what it calls a “vi- 
able leadership.” As senior ruling party 
official Hyun Hong Choo. told the 
REVIEW: “Lee Min Woo represents the 
realistic school . .°. a step-by-step. ap- 
proach in achieving democratic goals. 





in the face of strong criticism from op- 






The two Kims follow the school of 
-thought that nothing can be achieved by 
compromise and that they should con- 
centrate on mass mobilisation. We 
would like the former to prevail.” 


ana 





ou! p 
down as promised, thereby achieving 
his goal of a peaceful tr T 
speculation continues r wl 
government will do if anagreeme: 
not be found. Most analysts n 
that it will seek to retain thé current con- 
stitution and elect a new president. to 
preside over the same political structure 
at least until after the 1988 Seoul Olym- 
pic Games. Under the existing charter, 
nationwide elections would not have to 


be held until 1989, i 
A smaller body of opinion still believ- 
es Chun will go ahead with the con- 
stitution revision and attempt to garner 
enough support from minor: parties to 
secure the 183-vote, two-thirds majority 
needed to push it through. the-national 
assembly. The problem with this, critics 
say, is that without some form of ‘ 
sensus — even if it is not necessar | t 











| prerequisite of democratic procedure — 


the government would ‘have. no. more 


legitimacy than it enjoys now. 


There seems to be general agree- 
ment at this point that if the elections go 
ahead, they: must be held either. in 
November orthe first half of De- 
cember. And, according to most calcu- 
lations; all questions. should be settled 
a: minimum of two months. before 
then to allow for a national referen- 
dum on the newly. amended. constitu- 








<< Hyun continued: “The reason why it 
[Lee’s formula] came up again is the 
‘merit in the proposal. It is the only prag- 
matic formula offered by the opposition 
to date because it deals with a substan- 
‘tive part of the reform process.” He 


“said, in principle, that the DJP cannot 


object to the seven points because they 
are in-line with those outlined by rul- 
party chairman Roh Tae Woo in 
keynote speech to the national assemply 
last June. 

Robs long-rumoured position as 
Chun’s heir-apparent has come undei 
increasing scrutiny this year, and while 
the South Korean press has read muct 
into a recent presidential statement del. 
egating full powers to the party chair. 
manto break the current deadlock. 
questions are still likely to persist. Soutt 
Korean commentators say that if Rot 
does succeed in engineering a break. 
through, his position may become indis. 
putable. But if he fails, they say, hi: 
chances could very well evaporate. 





hun’s reluctance to designate a suc 

cessor was underlined once agair 
when the DJP decided to postpone it 
national convention until after the con 
stitutional issue is resolved. By namin, 
a candidate well in advance, the presi 
dent could find himself in danger o 
weakening his own authority at a criti 
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eks of campaigni a 
» sources say a break- 








, gas-equip d riot police. NKDP leaders 
‘through has to be achieved up to four | say that the government's resorting to | throw off its paranoiac preoccupation 
months prior to elections if the national | that kind of force is a victory in itself | with extremist fringe elements and 
assembly is to accomplish the task of | and that without them hundreds of | make an effort to match its democratisa- 
modifying the election law as well. thousands of people would have packed | tion rhetoric with concrete deeds. Dem- 
This centres largely: on changes to | downtown Seoul streets. The argument | onstrating a general lack of confidence 
ny s 92.elec- | could also be made that if feelings are | in its own position and even in the 
toral district 1 and now | running as high as anti-government cri- | strongly. anti-communist sentiments 
out of step with th ah ting tics claim, it should not really have mat- | shared by the majority of the 40 million 
population distributio tered how many police there were, South. Koreans, authorities refuse to 
drift has. been rom | countenance even the slightest whilf of 
where the govern As things stand, the DJP holds most of | unrest. 
urban areas, where the NKDP ‘scored the cards and has no intention of re- Perhaps mindful of the student-led > 
significant gains in the 1985 elections. | linquishing them. But the party is | uprising that toppled the government of 
Given the stakes, arguments over that | widely seen to need at least a measure | the late president Syngman Rhee 
revision could be even more drawn out. | of legitimacy to make it-a respectable | 1960, Blue House officials. insist 
The intransigence of the DJP and | player. Just how the government views | the path to democracy can. on 
KDP hardliners has given rise.to con- | this issue is difficult to judge, but as the | negotiated in a climate of tota 
siderable frustration among moderates | vice-chairman of the DJP’s national po- | More to the point, while most abs 
fon both sides of the assembly. The two | licy and coordination committee, Hyun | have dismissed the inevitabl 
i parties play the “we know what the peo- | Hong Choo, told the REVIEW: “If | sons with last year’s coll apse. 
ple want” game with equal alacrity, but | we have free and fair elections, | dinand Marcos regime inthe Phili 
ain the absence of any reliable polls it is then that: will be the judgment, not | pines as ludicrously simplistic 
ossible to determine what | whether the two Kims agree with it.” | cials themselves do not apres 
people really want — and how P ; convinced. 
idly. Their conversation . is 
he Chun government is unpopular statements about. “rooting | 
ny quarters, and it is clear that elements, but they also conde: 
atisation would go a long way to- NKDP’s so-called “mass mobili 
ing social. tensions. But it is strategy ~~ the only way 
say. that the country’s elastic j feels it can pays 
ass — 60% of the population. 
s, much lower by others 
nt rapid change if it is to 
rise of stability. = 
on’s last three street ral-. 
e face of a show of 

























































































































erate activists ts agitating for democrat 
reforms. Lost in all this too is. the. 
counter-productive effect of the mai 
fist me No attempt, for exar 














in the transition, process. 
iit would undoubtedly | Spproack i 
favourable climate for | 7. The extensive coverage 
ions, DJP sources say it is un- Febru ture death | 
ling party will unilaterally 
„initiate democratic reforms as. long as i l : ) ! 
-| they are seen as a bargaining chip in the’ | | i IWS, | | the aps aboia publica 
‘debate over what form of government | : in at least one daily newspaper of 
“ould be adopted. And even then, the |Kim Dae Jung: no compromise. = stantial number of alleged huma 
¿= > vernment is not prepared at the mo- oieee iolati i 
“ment to carry out the sort of general re- | cause the statute falls. far short of its ex- 
laxation that would satisfy its critics. | pectations. $ 
Discussing the proposed release of | -Among other things, the cabinet-ap- 
political prisoners, Hyun said it would proved draft envisages a network of 
ssib elected councils at the county and small- 
city level. Top officials in these areas 
ing law and order; with- | will continue to be appointed, however, | 
ip oui it, democratisation would be impos- | and political parties will not be permit- | 
sible.” But he added: “Itis openfordis- | ted to take part in local elections — 
: ink that [in itself] would | thereby keeping centralised control in- | 
F te ind of climate for law- | tact-and diluting any opposition hopes | tion as “negotiable,” but as he pointed 
„enforcement agencies to be more leni- | of strengthening grassroots organisation. | out: “We don't think he can have his 
ent.” | rights restored, We would like him to 
| 
i 
H 
| 
| 
| 



















dents. Political reporting. 
come more critical in 
though. pictures of ki 
banned and edito z 
threshold of pain they can sph eros at 
their peril, 
Of all Lee’s seven points, the pro- 
posed restoration of Kim Dae Jung’s po- 
| litical rights is clearly the most vexin 
| Hyun describes that particular condi 
























_. Apart from changes to the election H yun indicated that little more could | compromise, to adopt a change of dac 
‘law; which Hyun links directly to a be expected on press freedom. “We | tics or give a sign that he is a change 
breakthrough on the prevailing con- | have made a careful study [of the law] 
stitutional question, another key demo- and it really doesn’t have a lot to do with 
cratisation provision is the reintroduc- | the present. situation of the media, 
tion of the local-autonomy system that | which is not as bad as outsiders be- 
the late president Park Chung Hee sus- | lieve,” he said, Many South. Korean 
pended in 1961. Legislation on that | journalists would find that contention 
issue has been gathering dust at the na- | difficult to. swallow, though a noticeable | 
tional assembly since last year, but the | relaxation of controls over the past 12 
NKDP already has reservations be- | months has er couraged some news- 





man, thea he will have a chance.” 

Critics find little merit in that arpus 
ment, As longas the charismatic lea 
is prevented from taking his full place — 
on the public stage, they contend, 
the confidence — and also the legiti 
macy — of South Korea’s powerholders 
will always be open to question. 
~~ John MeBeth | : 
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etw ( 
politically related 


emergence of extremist groups. _ 
A recently. published government 
pamphlet says that by playing into the 
hands of extremist groups,’ certain un- 
named politicians have “weakened the 
traditionally strong stand of the general 
public towards leftist ideology.” In 
_ making that observation, it draws the 
somewhat debatable conclusion that 
_ because of the ever-growing number of 
_people who did not experience the hor- 
rors of the Korean War, leftist 
< ideologists are gaining a larger and 
more susceptible audience. 

| _ The linkage between hard-core stu- 
¿dent ideologues —- many of whom do 
appear to have a strong level of commit- 
ment — and a labour movement that 
does not believe it is benefiting suffi- 
ciently from the country’s economic 
miracle causes the biggest concern. 
Given the serious broad-based social 
‘unrest that could be expected if the 
economy lurches off its rails, authorities 
fear the North Koreans might feel en- 
‘couraged to conclude that a communist 
unification could after all be realised by 
marmed invasion. 

-Haunting the government as well is 





















epping up the 


By Rodney Tasker in Bangkok 
B urma has been at war with itself for 
# so long that observers tend to lose 
terest in the various pockets of fight- 
ing between Rangoon troops and a host 
_ of rebel groups. But this dry season has 
seen what appears to be a more’ con- 










the cur- 
ss drive against the comi- 


seven-year tenure and the recent 













uprisin in its wake a well 
spring of rec 
still persists today. Indeed, given the 
fears of lurking vindictiveness, there are 
those who suspect it may very well have 


spawned a new and much more perva- 


politics of survival. 
O pposition critics claim that while 
Chun may step down from the presi- 
dency next year, he will still be in a posi- 
tion to pull the strings from behind’the 
scenes as DJP president and chairman 
of the state advisory council. Presiden- 
tial press secretary Lee Jong Ryool 
treats questions about Chun’s future 
with careful ambiguity. The president, 
he says; wants to travel “free as a bird” 
after he steps down and is anxious to 
write his memoirs. 

‘No, he would not become a political 
powerbroker like Japan’s Kakuei 
Tanaka or China’s Deng Xiaoping, Lee 
said. “He is going to be more like a 
George Washington, an elder states- 
man,” he told a recent gathering, ex- 
plaining: “He will still have influence in 
the party because he knows them all 
personally and he was, after all, one of 
its founders, That’s quite natural in an 















ist insurgency and the various 
-minority separatist groups, ' 
ich comes when Rangoon is beseiged 
nomic woes and can ill afford ex- 
tary operations. Diplomatic 
$: said the campaign: had been 
costly to both sides with monthly casu- 
“alty figures in the hundreds. < 

After a comparative lullin fighting 
Communist Party 
Ww years, the Bur- 

force have engaged 
a BCP forces 
, close to. the 
is known to 






















lost even more: : 
Further north in Kachin: State, the 
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Oriental society.” 


war 


-Rangoon intensifies its long-running campaign against insurgents 


PHOTOS: RODNEY TASKER 





government has thrown several battal- 
ions into battle with the Kachin Inde- 
pendence Army around its headquar- 
ters area near the town of Myitkina: 
Smaller Karenni and Mon rebel armies 
further south along the Thai-Burmese 


border have been attacked, pursued hi 


and homes have been burned. 





minations that many feel 


sive preoccupation in ruling circles: the 







dı OF US Assistant Se 
State Gaston Sigur’s recent Statement 
that ‘Chun will join a pool of retired 
Statesmen, “no longer active in poli- 
tics.” They did not, however, pay much 
attention to Sigur’s final thought on that 
subject, which carries a special signifi- 
cance. In keeping his pledge to step 
down, he declared, Chun “thrusts obli- 
gations on all his compatriots: to sup: 
port a peaceful process while eschew- 
ing ‘violence, and to deal ‘responsibly 
with the new phenomenon of a once- 
powerful president who has now re- 
tired.” os 

The NKDP, for its part, continues to 
deal from.a position’ of weakness. Gen- 
erally pessimistic about the‘outcome of 
the national assembly elections, the op- 
position claims the government enjoys 
tremendous advantages in rural areas, 
not only because of the absence of local 
autonomy and the suspected political 
role of the Saemaul Undong, or |} 
Community Movement, but also vs- 
cause of its ability to dispense money 
and influence — underlined by a recent 
‘Won 1 trillion (US$1.2 billion) loan 
handout to fishermen and farmers. 

“There are 1° million officials who 
work for the government [officially, it is 




































































And government troops have again 


half that number], and they can easily 


moenie aiana 


kept considerable pressure on fighters 
of the largest minority separatist organi- 
sation, the Karen National Union 
(KNU), which controls large tracts of 
territory in.a 1,000-km war zone along 
the west bank of the twisting Moei 
River, which forms the border be- 














“There is no possibility of the BCP 
joining the NDF,” KNU president Bo 
Mya, who is also the NDF’s president, 
told the REVIEW. “Their organisation is 
based on ideology rather than national- 
ity. In many respects the BCP and [Bur- 
mese leader] Ne Win are the same `, 
they want to keep all nationalities 
under Burman control.” However, 
some rebel groups; such as the Kachins, 
are thought to cooperate with the BCP 
when it suits them. 




















oney, 






parliamen- 








neutral, because.they would not be sure 

who would win.” ooo 
Although he ackno 

cials “do tend to : 

ment of the moment 

senting. view. “Just 











because they 
esn't mean they 
trol of the 











be easy for_us [in t 

think there's, an o 

the differences between urban and rural 
areas.” 7 ; 









ae Jung refuses 

ingle issue at hand. 

Ao ow matters, 1 have much more 
to‘do with the basics of democracy, are 
simply swept-aside in his anxious desire 
to hold the bottom line; or what he likes 
to call party purity. 
As far as Kim.is concerned, NKDP 
president Lee Min Woo’s recent offer to 
consider the DJP’s cabinet formula in 








































using 105-mm howitzers, a range 
-pounder field pieces. 


the BCP: from November to January, 


-the government called in a few air | 


strikes’ —. an uncommon tactic given 


veven helicopters. The fixed-wing air- 
craft used were apparently Swiss-built, 
. propeller-driven trainers which had 
ke bean modified for battle. 


| “he Rangoon thrust - against, the 
= BCP. came when the insurgents —. 
_ who, with more than 10,000 troops are 


l rebel group — seized | 


hill camps at-Hsi-Hsin- 


“hills but went on tothe BCP’s Chinese- 
| border: stronghold at Panghsai, which it 
had held without major incident for 17 
` years: or 
Apart from beinga communist insur- 

gent group intent on achieving power in 
Rangoon, the BCP, like several other 
rebel organisations in eastern Burma, is 
deeply involved in opium-growing and. 
the heroin trade. Therefore the Ran- 
goon government can claim that a by- 
product of its offensive is a drive against 
the narcotics trade. l 
Narcotics experts estimate that the 
BCP has more opium-growing areas 
under its control than any other rebel 






























trains, though the army is increas- 
rtars and even old British-made |; 


_ In reportedly ferocious battling with | 


_Rangoon’s dearth of fighters and | 
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; Si p 
breach that line. And he pulled ` 
punches in making that known. It is still 
not clear, however, whether Lee has 
abandoned his initiative, which re- 
vealed just how fragile the party’s al- 
liances are in moments of crisis. 

Party sources, including members of 
Kim Dae Jung’s own camp, claim up to 
50 of the 90 NKDP lawmakers. would 
‘probably vote for the government’s 
cabinet formula if they were able to vote 
freely.. But they say that while many 
members chafe over the hold the two 


Kims have on the party and complain 


about the threats that are: made to keep 
them: in-line, political expediency re- 
mains the overriding consideration. . 
Both Kims.say a viable opposition 
depends on their ‘ability to stick tō- 
gether. But judging.from Kim Dae 
Jung's behaviour in the wake of Lee’s 
move, the relationship is still marked by 
a deep and underlying suspicion. With 
Kim Dae Jung backing moves to replace 
Lee with Kim Young Sam at the party’s 
May. convention; some observers sense 
that the degree of trust they have in each 
other will be put to the full'test. 
As head of the party; Kim Young 
Sam. will be in a position to make a 
legitimate call for direct talks with Chun 




























potent and more 
Jung into greater isolation. Asked whe- 
ther he was aware of this risk, he re- 
plied: “I don’t think Kim Young Sam 
will ever make a decision without con- 
sultations with me. With him as presi- 
dent, we can draw on much more sup- 
port.” 

However, Kim Dae Jung does ac 
knowledge. the differences that lie be- 
tween them, Looking ahead to the time 
when the NKDP may conceivably hold 
power, he said: “How long we caw re 
main cooperative in the future is a dif. 
ficultquestion.” 

One of the most disturbing features 
of the NKDP is both its loose co 




























policy platforms —- two reasons. w 
voters. may question the party's abi 


| to govern. As one NKDP lawmaker pu 





it: “The image of the NE DP is simpl 
one of a fighting squad, an opposi 
camp.” Experienced analysts note that. 
the NKDP has only rarely addresse 
self to important social issues and, when 
it does, it is only for tactical purposes 
and not out.of any obvious convictions. 
Missing from. its calculations as well 
is how it will. deal with the omniprese 
military. 

















group, .and~ among. the “Golden 
Triangle” countries, Burma produces 
more opium than the other two: an esti- 
mated 600-900 tons from the recent 
opium harvest, compared with 100-200 
tons from Laos and 5-15 tons from Thai 
territory. % 

In an. unusual trip arranged by the 
Burmese: Government in early March, 
newsmen and foreign diplomats were 









Confining the Karens: page 28 
Beating a retreat: page 28 








ai border. 
were massin 


government troops killed 2, 
and captured 463 in 3,169 


wounded. 
Again the publicity was unusual fora 
government which seldom refers to the 
fighting with the rebels. Although the. 
casualty figures were doubtless doc 
tored by the government, Rango 
viously wants its military ca 
the wild east — military expen 
taking about 20% of the current © 
— to be noted. 
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By Rodney Tasker in Mae Sot 
Ke. rebels are still celebrating a 
successful raid by their commandos 
ona Burmese army supply depot on 19 
February which netted the separatists a 
huge amount of ammunition. These 
‘days, however, the Karen National 
Union (KNU) has little to be happy 
about, as Rangoon’s troops intensify their 
campaign to’ keep the rebels pinned 
down in their camps just across from the 
Thai border and. continue to throttle 
their lifeblood blackmarket trade. 
.. Forthe pastthree years, thousands of 
troops of the Burmese 44th and 66th light 
infantry divisions have taken the battle 
almost. continuously into areas formerly 
controlled by the estimated 4-5,000 men 
f the KNU’s Karen National Liberation 
my (KNLA). The frontline stretches 
km along the tugged, mountainous 


















In Februaiy and March, Rangoon’s 
troops tried to press towards the KNU 
headquarters at Manerplaw, just south 
of the confluence of the Moei and Sal- 

ween rivers, but were stopped west of 
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the Salween. At the same time, govern- 
ment troops launched a concerted at- 
tack against the KNLA’s Kler Day 
camp, just to the south, but were re- 
pulsed with the Karens claiming the 
government lost 70 soldiers. 


While the government forces con- 
HSENG. NOQUNG: LINTNER 














| aside the KNU 's genera 
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a surprise attack ina hitherto 
eater area south of the Thai border 
town of Mae Sot. The troops rampaged 
through the villages of Thay Baw Bo and 
Wa Lei, forcing KNLA guerillas to flee’ 
while they burned houses and sawmills 
—- valuable to the Karens; who rely on 
teak sales to the Thais for revenue. 

On 3 March, a band of about 100 
government troops even moved’ into 
Thai territory as they pursued the Karen © 
rebels, crossing the Moei at Wa Lei, 
where they ambushed a KNLA unit in 
the Thai village, killing eight guerillas 
and a Thai villager. They then battled 
Thai Border Patrol Police (BPP) who 
rushed to the area from Mae Sot. 

A young BPP officer has been miss- 
ing, presumed dead, since the incident. 
The Burmese troops remained in Wa 
Let- where the Thai national flag col- © 
ours are prominent — for halfa day : 
fore moving back over the border, le 
ing 26 Thai houses destroyed by ‘white 
phosphorous shells, 

The Thai chief district otficéti in Mae 
Sot said a diplomatic protest was made 
to Rangoon.: Although such incursions 
are comparatively rare, Bangkok’s re- 
sponse was muted considering the Thai 
villager’s death, a missing soldier, and 
destruction of homes. Some3; m aren 
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s the Moei also: 


rary shelter in Thailand. 
However, the KNU was pleased with 
itscown 19 February strike by 30 com- 
“mandos against the Rangoon supply 
depot at Ka Daing Ti, deep in Karen 
State to the west of Manerplaw. Ac- 
cording to Karen leaders, the comman- 
dos caught Rangoon troops by surprise, 
inflicting heavy casualties, and it re- 

100 Karen porters using 


elephants to cart away the large quan- 
-mm and 60-mm mortar shells, 
illess rifle and small arms am- 


verall, however, the situation is far 
from rosy for the Karen rebels who, 


he largest separatist minority group. 


ting: Rangoon, have traditionally 
‘preoccupied t 
took up:arms:in-1949. Apart from the 
' demoralising constant military pressure 
on them, with Rangoon troops often 
l onl few ‘kilometres » from 
amps, the situation has se- 
; y affected the- rebels’ previously 
-lucrative border blackmarket trade. 


:Bo Mya, the KNU’s president, told, 
the: REVIEW: “We have some financial’ 


difficulties . . vour- fighting power has 
been rooit to: a certain extent.” But 





-By Paisal Sricharatchanya at Doi Larng' 


acked by an impressive show of firey 

# that included 105-mm howitzers an 

cy air support, Thai forces have seized 

ìl — without firing a shot — of a broad 

of rugged mountains on the Thai-Bur- 

rder around Doi Larng which, for the 

past several years, had been a major stronghold. 
© of the infamous Golden Triangle drags kingpin 


un Sa. 


The well-publicised operation i is yet another i 
l to the international community of ‘the 
ai Government’s efforts to stamp out drugs 
trafficking from its territory. It is also designed 
ng-standing Burmese suspicion of 
ai collaboration with anti-Rangoon 
rebel groups active along the two coun- 


to. pla 


t 


mon border. 


there has been little combat action since 
yperation was launched at the end of Feb- 
ruary. By mid-March, a combined task force ‘of 
about 2,000 men had taken over some 30 strategic hill-top po- 
sitions formerly. held by Khun Sa’s Shan United Arm 
(SUA). The fortified bases span a 16-km stretch alo 
defined borderline in Fang and Mae Ai districts of “Chiang 


Mai province. 


In the face of publicised Thai threats to employ air strikes, 
the SUA troops — believed to number in the hundreds — of- 
fered no resistance before abandoning their camps and mov- 


ing deeper into Burmese territory. 


; Some analysts link the latest operation to the embairais: 
: ment caused to Bangkok by Khun Sa when he gave.a rare. 
interview to a group of Thai and foreign newsmen across 
the Mae Hong Son border in late January, a publie r 








ie government since they. 
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a 


rens believe to be a ts” pro- 
gramme launched against them over the 
vast decade. This is to cut off the rebels’ 
ines of provisions, cut contacts between 
rebels-and the Karen masses, cut their 


financial resources — and cut off. the 


f the guerillas themselves. 
pressingly, there a 


tween Rangoon andt 
since 1963, when the rebe 


yu 
‘ernment wanted them to surrende 


Mya said there would be “no negotia- 
tions at any level, because the Burmese 
just ask us to surrender our arms.” 

The 60-year-old KNU leader,- for- 
merly in the British colonial army, who 


has. been the rebels’ president. since. 
1976, was speaking in a wooden thatch- - 
‘roofed house in his headquarters. at 


Manerplaw, a 40-minute boat trip along 


‘aremote section of the Moei. 


Throughout the interview, with 
KNU boin Than Aung; sitting 








dent and with th 
nearby sporting 
constantly referred to od as being 2 
the Karens’ side. He was co 
from animism: to become a Seventh Day 
Adventist in 1962, and all of the KNU 
leaders are Christian. 

The rebellion’s religious flavour has 
led a handful of Christian agencies to 
look after Kare ‘an ref Ees, who now 


along: the Thai si 
years ago, the Christia 


clothing and othe 
with the bill pushing Baht Tm 
month. 

There is concern among the age 
officials about how Tong they cant 


tinue before the money dries up. Ones 


major agency, World Vision, is already 
planning om hae out later this year: The 


ign that the Bangkok gover: 
ment would want to internationa 
situation by asking the UN to loo 
the refugees. 





p for the self-proclaime ationalistrevolutio ry. 
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ated. 
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Military officials consi 
Larng to be of strategic impo: 
off the border here is by no means.a giatantes of stoping b 
heroin flow. The expulsion of Khun Sa from Ban Hin Taek 
northeast of Mae Sot, five years ago has had a minimal im- 
pact on the trade — he is said to operate a string of mobil 
refineries in the tri-border areas of Thailand, Laos and 


© Alongside the desire to improve bilateral tie 
with Rangoon, Bangkok wen mi 
f intermittent for 
and alleged lack of | 
narcotics drives. At a press conference, Prime 
| Minister Prem Tinsulanond emphasised that the 
< government would not permit any heroin refin 
ery on Thai soil and promised a continuation o 
~ tough military campaigns against trafficki 
But some critics remain unconvi 
Washington in early March, the hea 
Drugs Enforcement Administrati 
‘Lawn, criticised the Thais for their relu 
confront armed, hostile opiam growers. A 
commander Gen, Ch ovalit Yongchaiyut, 


tiveness of Thai anti- 


ance, but sea 


One crucial element lacking from the Doi Larng opera- 
tion is coordination from the Burtiese side. Daring his Rar 
goon visit in early January, Chaovalit discussed with his Bur- 
mese counterparts the possibility of Thai troops pursuing 
narcotics-trafficking bands into Burmese territory. Chaovalit 
subsequently said the two sides only “reached an ander- 
3 sanding” but that there was no firm agreement. zs 
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Wakaoji arrives back 


n: 
-in the Philipp 


| damaged bilateral ties. Tokyo slowed 
| negotiations for improved bilateral aid. 
} do. January, Prime Minister Yasuhiro 
| Nakasone’s government advised Japan- 
| ese citizens not to visit the Philippines 








PHILIPPINES 





y James Clad in Manila 


Ov the most extraordinary epi- 
sodes in post-war Philippine-Japan 
ions ended on 31.March after kid- 


la church 
ase, the seizure, 
ion and at least US$3 
of a hitherto obscure 
trading ge aed executive has 
er dimmed each country’s view of 
other. 
< Detained since 15 November 
7 Nov. °86), Wakaojirapidly 
cause célèbre in his country as 
went by. Japanese correspon- 
s flockedto Manila: one source 
HK. TV likened. the. obsessive 
i -day coverage to the Iranian hos- 
age affair that convulsed US TV cover- 
age month after month during 1979-80. 
<The media concentration also coin- 
cided with a reported rise in Japanese 
nophobia (a complex result of defen- 
‘eness about trade issues and scare- 
ories about AIDS). Another Japanese 
reporter described “exasperation at the 
pectre of Philippine authorities; nomi- 
lly in charge. but patently unable to 
/akaoji's release.” 
The problem was compounded by 
what most reliable sources called “dis- 
-among the affair’s princi- 
ilippine Government.civi- 
ship, the local military, Mit- 
ui and. the Japanese. Government. 
Ironically, the protagonist coming out 


ith best marks du 







































to advise Mitsui on “the psychology. 


of kidnapping”. in the. W i case 


deposited Noboyuki Wakaoji. 
pite brave talk: 








ur-and-a-;j- 


| cial edge for the Japanese — the peren- 


\n executive’s ransom 


jpanese businessman’ release leaves residual tension 


The firm came into the picture early this 
year, remaining in the background but 
maintaining staff in Manila. 

. Another irony results from the pre- 
sumed identity of the kidnappers. Most 
normally reliable sources are certain 
that-they have close links to disaffected 


_ officers within the Armed Forces of the 


Philippines. The timing of the kidnap- 
ping ~~ President Corazon Aquino was 
visiting Japan at the time — its well-pre- 
served secrecy and the clear inability of 
military investigators to make any head- 


way all point to problematic military in- 


volvement. 
Along with scores of extra Japanese 
wire service staff came other problems. 


Questions from Japanese reporters nar- 


rowed down to Wakaoji at government 
press conferences. Near-hysteria erupt- 
ed: several times among thé, inten- 
sely competitive Japanese media as 
rumours of Wakaoji’s impending re- 
lease swept through Manila. 


l one instance, «a misunderstood 
# Philippine military radio broadcast led, 
in quick succession, to premature an- 
nouncements of the “release” on inter- 
rupted Japanese TV time — prompting 
several Japanese newspapers to bring 
out. special editions. In another. false 


alarm, the Japanese networks deliber-. 
ately booked all satellite broadcast time 
out of, Manila — prompting a war of 


words with the US networks based here. 


paralleled the explosion last year of tip- 
off.merchants selling snippets of infor- 
mation about the other story with aspe- 





The. larger Japanese networks. also 
| fellinto:the habit of paying for informa- 
„tion, spawning a minor industry: that 





of resentment. “We love the Japanese: 
people even if many times our [Philip-. 
pine women] in Japan are not well-re- 









-Japan being forced into prostitution. g8 


easure hidden so 
ines. j n 
¿o Ata formal level the affair certainly 


































for security reasons. — an injunction. 
‘that did significant damage to tourist 
trade, especially to resorts catering . 
especially. to. Japanese... Tourism Mini- 
ster Antonio. Gonzales told. the REVIEW 
in March that some of these resorts had 
seen their bookings. plummet. by 10- 
lo o ii ; 

: Although Mitsui chose to neither 
confirm nor deny the payment of a ran- 
som estimated. by diplomatic sources. to 
be at least US$3 million Manila’s Arch- 
bishop Cardinal Jaime Sin appeared 


‘to claim a key mediating role for the. 


Roman Catholic Church. On 4 April he 
told the. press. about the role of ` 
church..in securing Wakaoji’s. rele: 
saying that “Christian people” had 
given the kidnappers a “donation” in re- 
turn for their kindness in giving the busi- 
nessman “good. food and medicine” 
though this amounted to less than “the 
US$150 a day some top hotels charge.” 
“The amount given was very small 
and [the kidnappers] were poor peo- 
ple,” said Sin. He claimed to have. as-. 
miests: to.“penetrate” the ring 


Signed netrate”. the 
when the military and local politicians 


had proved to be “ineffective.” In re- 
sponse to Mitsui’s account. of its own 
(British-aided) efforts, Sin described a 
predominant ‘Church role -— even 
though diplomatic sources downplayed 
this claim. Others familiar with the 
background said that Mitsui, well aware 
of Sin’s. talkative reputation, deliber- 
ately chase not to use clerics who would 
report back to the archbishop. 

. However that may be, Wakaoji’s 
kidnapping and release hada “mes- 
sage” for the Japanese, Sin said. “It 
not money which is important but lov., 
selflessness and concern. for one 
another.” The Japanese should think 
more about “spiritual” rather than 
“economic” development he added, 
noting that 25 March (believed to be the 
date on which the kidnappers received 
the ransom) was “symbolic.” The 
reason? This was also. the day of “Our 
Lady’s: Annunciation,” the archbishop 
said. ‘ 

“Remember that in Asia we are all 
brothers and sisters,” Sin reminded 
Tokyo. “Those of you who think you 
are too high because of your economic 
development look at the» countries 
around you as far inferior.” Sin closed 
his remarks by-sounding another theme 


















spected,” he said — alluding to frequent 


reports of Filipina maids working. in 
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_a Patek Philippe leaves the hands of our craftsmen. 
_ You can call it pride. For us it lasts a moment; tor you, 




















GENEVE 


Patek Philippe S.A. 
4l, rue du Rhone ~ 121) Geneva 3 ~ Switzerland 





YOU'RE LOOKING / 
IN TELECOMN 





I THE VERY LATEST 
JNICATIONS 





U.S. Route 10. The Santa Monica Freeway. 
One of the busiest, most congested highways 
in America. From the middle of a traffic jam 
here, Los Angeles commuters can make phone 
calls to any where in the wor Id, and never talk 
to an operator. 

Ericsson is providing cellular mobile tele- 
phone systems to non-wireline companies 
throughout California. Soon these systems 
will cover the Los Angeles and San Francisco 
Greater Bay areas, providing the potential for 
one giant system serving most of the state’s 24 
million people. 

Californians spend a great deal of time in 
their cars, and cellular telephoning has become 
popular. Businesspeople especially appreciate 
how effective they can be during hours spent 
on the road. They can even use the system to 
transmit data to their offices. 

You'll find Ericsson cellular systems in 22 
countries on five continents. In the U.S., Erics 
son holds a 35% share by population of the 
top 90 non-wireline markets. That includes 
five of the top 10: Los Angeles, San Francisco, 
Chicago, Detroit, and Houston. 

Cellular telephone systems. The latest way 
for you to keep business rolling. 


ERICSSON 


Ericsson Radio Systems AB 
S-16380 Stockholm, Sweden. Telephone: +46-8 757 0000. 
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actfic Place is one of the single 
largest building projects ever 
undertaken by private enterprise in Hong Kong 
E it wil comprise 2 office towers, 3 major hotels, 
250 residential apartments, 140 service units, car 
parking, and the largest shopping centre in the 
Central Business District — a total of 5 million square 









Developers: 
PH Swire Properties Limited. 
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world's leading corporations. W 
feet on a 6Y2 acre site. I Pacific Place is truly a For more details of the office and commercial 
selt-contained city at the heart of Hong Kong, space at Pacific Place, contact the sole 


yet offering a uniquely balanced environment. leasing agents, Jones Lang Wootton 
E Phase | is due for completion in 1988, and is 


already destined to become the Hong Kong PACIFIC PLACE 


Sole leasing agents 
QP Jones Lang Wooton Hong Kong Telephone: 5217171 


headquarters of many of the 





























That's the crucial question you have to ask yourself 
right at the very beginning. Without the right backing, 
no project, large or small, can hope to get off the 
ground. 

That's why you need a bank that understands and 
believes in what you're doing, a bank that is totally 
committed to your project. A bank like Barclays. 

As a major international bank with offices in 70 
countries, we have in-depth experience in project 
finance worldwide. We work as a true partner, offering 
quality service from the drawing board stage through 
completion — and beyond. This commitment has 
enabled us to participate with pride in developing the 


local economies in which we operat 


So whether your next project is a petro-cl 


plant, a power station, or even a cross-harb 
with Barclays as your partner, your proje 
see the light of day 


To learn more, contact Atul Pa 
Sunderland on Hong Kong 5-201181. l 
start of a rewarding partnershif 


2 BARCLAYS 


70 COUNTRIES - WORLDWIDE ASSETS HKS 
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Service with a smile. 
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Lufthansa 


German Airlines 








e. ONE of. my: earliest journalistic 
| memorieš as a down-table trainee sub- 
editor on Reuters’ central desk in Fleet 
Street in the 1950s was the night editor 
chucking. me-a 1,000-word cable which 
had trickled in from a somewhat voluble 
ientiane, growling, “That's: 
uple of pars.” The story, such 
as it was, recorded the opening of the 
Pee May New Year’s water festival in 

I wandered down to the library, 
ed the festival up in the files and 
rote a couple of paragraphs. 

On the next shift, the night editor re- 
marked that the item had made what is 
called in-the trade a “filler” in the then 
vening Standard. He beamed crustily 
at me T ‘was fresh from university and 
he treated me with all the amused con- 
tempt. that older Aussies reserve for 
wet-behind-the-ears Poms), fitted his 
i tte-holder into’ his front teeth so 

ked upwards like the periscope 
killer submarine, and said, “See, | Hilton 

‘em short.” | to pro 
HE night editor in question was one © 
Trevor Blore, an excellent teacher of 
the trade. His only fault, apart from a 
| certain roughness of manner with ner- 
| vous. young trainees, was a degree of 
snobbishness. As a commander in the 
Royal: Naval Reserve he sometimes at- 
tended elevated functions, and I recall _ 
his unusual arrival during one of the day | 

ifts to conduct a loud conversation‘on | 
the telephone with a member of the | 
Queen’s Household in Buckingham 
Palace about whether he should wear 
his full uniform and decorations toa 
forthcoming garden party. 

Another telephone call came in dur- 
ing the day, a very affected English | 
voice asking. for Commander Blore, | 
which .was fielded by a Cockney 
E copyboy, who boasted a lively wit: “No, 

“he.ain’t ‘ere. ‘Oos speakin’ ?” The voice 
“atthe other end replied, “This is Lord 
-. Nelson speaking.” Suspecting a hoax, 
/ the messenger riposted quickly, “Yus, 

and I’m bleedin’ Lady ’Amilton.” The 

trouble was. that he was talking to the 
real. Lord Nelson. The messenger. was 
severely reprimanded. 
|. Blore was very hot on the law of 
` libel, and I remember him saying, 
cigarette still clamped between his teeth 
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the world. We r 
your presence 









* 






charming that i 


China? Do you 





make your 
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Eggs of cc 











put forward (29. May 86). Train and 
plane tickets were printed with the nor- 


parted one hour earlier. 
This year the State Council has got in 


China will continue with 


‘issued by the State Council. 


Summer time 
April 12, the be tet Sunday 
| April, and end on Sunday 
September 13. 


© THOSE tourists who manage t to get 
to Guilin despite such efforts to confu 


and well in the surrounding area. A res- 

in. nearby 

adopted the name of Hilton, and the 
outside reads: This is the Pieapest 

restaurant in the wo 

vide pure taste of G 

was spotted by G. 

d another restaurant ne: 


er: Hello, you are lu 
and gentlemen and frien 


Even more ambitious was the notice 
board outside the village’s Napolean Bar: 


Oh, Napoleon. Bar, so eras. so 
all and written down in the phasi € 
doing the business 
you vat to learn about the real face of 
settled, any questions to ask us and to 


remember that there is a bar named 
. + «Men do your duty. Napo- 
lean is looking forward to seeing you. 
Seeing is believing. 

Back in Guilin itself, Carey ate well 
at a cafe with a menu in English, full of 
weird: and wonderful dishes, including: 
Brash and coot steam 
Acid and sweet saste whale bishes 
Acid and sweet saste lamps ob the 


A fried ented of waist 





times, but actually de- 





will begin on 


plenty of ‘evidence | 
urial spirit is still alive 


Yangshuo has 


© JAPANESE customs can al 
the new-comer feel uncomfortd 
After his arrival last year, Rob R 
was informed that his unaccompa) 
personal effects contained a p 
which could not be imported => 
deodorant containing hoe 
dioxide. The new arrival told: 
seize, confiscate, destroy it —~ dos 
they liked —- but when the luggag 
rived, no deodorant was missin 
Then came anòther cally o wio 
the deodorant was not what the cu 
had in mind. The “certain belongi 
contained uranium dioxide, or tuclear 
fuel. The Japanese wouldn't let itin.the 
US authorities wouldn't take it back @ 
z attempt to destroy had proved fru 
ess. 
The object in question was in facta 
souvenir replica of a nuclear pellet p 
sented to Reiner as a momento dis 
work he had done on a power gen 
tion project, and Reiner had to w 
the authorities to say thatitw; j 
ly uranium. The fact remains hat for 
several moths they had bee 
— and even attempting to desir 
what they thought was a highly radio: 


welcome to the yp Seer 
> Dear ladies 
s from all naga 
est the pressure o 
: ji are home! 





it will be remembered by 
his- 






for the tourists. Do 
have any problems to be 


in China happy? Please 





















are ribs. 












ss clathes 
whee and bean curd do the 





during the long hours of the night shift, Heads of tive pellet. : 
“My. fondest dream is to-wake up one | soup ` è PERHAPS they should have packed | 
morning and find that the Daily Express Penetrate soup cocktail it in some Korean-made water biscuit 
has called me a bastard. I'd be round to Blank corresp ond to chickens sent in by John Reid: 

my lawyers with my birth certificate like A fried slide of chicken. = 

















a rat up a drainpipe, and Fd live com- 
fortably on the damages for the rest of 
my life.” We drank to his memory. the 
other day when some Reuters editorial 
types were in Hongkong for a confer- 
ence which just happened to coincide 
with the Rugby Seven-a-Side weekend. 

© CHINA is about to repeat last year’s 
experiment in daylight saving during the 
summer. I reported on the confusion 
_this caused the last time the clocks were 





è SLIGHTLY less welcoming to the 
visitor who crosses from Hongkon 
the Special Economic Zone of Shen- 
zhen is a warning notice: 


PLEASE OBSERVE PROVISIONS ON 
MANAGEMENT OF CITY SANITATION 


INORDER TO STRENGTHEN MANAGEMENT 
SHENZHEN PUBLIC SANITATION, SOAS TO SET UP ` 


into 


FOR 











/ Derek Davies in Hongkong 
The Hongkong gov- 
-ernment recently 
ook steps to acquire, 
= in an amateurishly 
| drafted bill, wide and 
aguely 
=~ tiem | powers to control the 
NAS WINDFALL ress. Certain ele- 
of Hongkong society jump- 
to the conclusion that this mea- 
sure was in response to pressure from 
king, an  under-the-counter bar- 
between London. and those who 
le .the Special Administra- 
egion. (SAR) of Hongkong after 
7. But such a theory hardly bears 
mination: the Hongkong Govern- 
ment has given up wide powers to 
imprison journalists, seize presses and 
prevent publication; and had Peking’s 
hand been at work, the newly acquired 
powers would have been wider and 
nore specific and the drafting more pro- 
essionally careful; the bill would not 
ave been subject to last-minute, even 
more clumsy amendments. The affair 
Jes not fit into the conspiracy theory, 
ut rather the cock-up theory. 

The fuss over the ordinance reflected 
ot so much public concern about. the 
edia (most of which is barely worth 

Serving) as concern over the threat it 

asingly 

hich: Hongkong 

ut the future. The 

vided the 




































delineated | 











New govemor faces the job of restoring confidence in the future 


Stopping the rot | 


symptomatic of-a larger indecisive 
leaderlessness — the quackery of lame 
duckery. Within days, the new Secret- 
ary for Security David Jeaffreson (who 
hitherto has played worthy roles within 
the financial and economic secretariats) 
had made a totally unfounded state- 
ment about the prospects of repatriating 
Vietnamese refugees., When the press 
reported his remarks accurately, the au- 
thorities tried to suggest that somehow 
the media had got it wrong. The very 
next day the government approved 
another ordinance — which again will 
be of the greatest possible use to future, 
less-tolerant rulers — for the first time 
acquiring legal powers to censor films 
on political grounds, something it had 
been doing, deceitfully and illegally, for 
decades. 

Hongkong has become a place in 
which the voices of reason — those ar- 
guing in favour of representative gov- 
ernment, of the individual human-rights 
and freedoms inherent in the British 
legal system, of the freedoms of speech 
and of the press (all of which are guaran- 
teed within the terms of the Sino-British 
Joint Declaration on Hongkong) — are 
becoming increasingly isolated, and dis- 
missed by a pusillanimous establishment 
as being hopelessly idealistic, dangerous- 
ly eccentric or simply self-serving. 


O ne of the vaguely worrying aspects 
of the Hongkong Government has 


always been its complacent ignorance 
about its neighbours. It possesses no 
machinery to acquire or absorb knowl- 
edge of what is happening in the rest of 
East Asia. : 
One result is an experience-gap be- 


t tween government and private ‘sector. 
















Many in Hongkong’s. business commu- 
nity have done stints in the region and 
many can talk knowledgeably on their 
experiences in Jakarta, Kuala Lumpur 
or Tokyo. But Hongkong’s civil servants 
rarely show any interest in such matters. 
As a result they have been able to main- 
tain their traditional,’ narrow compla- 
cency, claiming to’ provide the Hong- 
kong community with comparatively 
good government. 

It is true that, apart from the econo- 
mic giant of Japan, Hongkong has per- 
formed relatively well, matching even 
Singapore in GNP: growth and infra- 
structural projects, coming close in 
housing and not doing so badly in areas 
such as education and medical services. 
Its adherence to market principles have 
enabled it to avoid some of the mistakes 
which the highly intelligent leaders of 
Singapore have committed — the high- 
wage, high-technology, high-value-cur- 
rency policies and an overly burden- 
some public pension fund. 

‘So Hongkong civil servants have, in 
the past, congratulated themselves on 
the good sense of their positive non-in- 
terventionism while deprecating. the 
high level. of political: instability, the 
lower levels of growth and the higher in- 
cidence of corruption to be found else- 
where in thé region. 
Such claims are-becoming increas- 
ingly threadbare As Hongkong finds it 


can no. longer.evade the political facts of 
life by providing a colonial enclave free 
of. politics, of “the: passions: aroused 
either by the Communist Party of China 
or the Kuomintang, it finds itself bereft 
of the political talents and of the leader- 
ship qualities so obviously necessary. 
The resulting uncertainties (plus the in- 




















































creasing number of sticky fingers from 
-e@ Chinese. mainland being. inserted 
oto Hongkong’s pie) encourage the 
growth of Hongkong’s traditional 
make-a-quick-buck mentality plus pro- 
viding fertile. ground for mushrooming 
corruption and the sharpest of business 
practices, 

"The plain fact is that, ever since the 
British. began negotiations with Peking 
over the 1997 issue, standards have 
praeina in every area of Hongkong 












ul city which once encapsulated 

‘optimism and confidence is 

athird-rate place where 

‘wor aramount, the profit mo- 

tive has been superceded by myopic 

greed and men and women of principle 
odc the rest of society. 

«The general decline has. been most 
visible in the standards of government. 
~The’ main reason is obvious: the 
difficulty of recruiting . first . class 
‘men and women, even on contractual 

terms, to serve a dying colonial pos- 
a But those still in harness seem 

" to-have lost much of their former sense 
of mission and service. One symptom of 
the falling standards has been the un- 
edifying spectacle of a large number of 
retired civil servants, still drawing 
generous pensions, who have taken jobs 
in the private sector in which their 
former authority, experience and con- 
tacts could be of direct business benefit 
(REVIEW, 22 Jan.). 

The rot started back in the 1960s 
when a retired financial secretary and a 
banking commissioner were allowed to 
go into the banking industry in Hong- 
kong itself, while a senior government 
information officer left to set up his own 
public relations firm. Since then the 
trend has gathered pace: a former sec- 
retary for lands and works now manages 
a large public utility; a former commis- 
sioner of inland revenue joined a local 
accounting firm; a former commissioner 
of rating and valuation is in real estate; a 
former chief secretary works for China’s 




















































ublic and private. The hugely . 





interests in the Daya Bay nuclear plant; 
another former chief secretary has set 
up.in public relations, while the.last fi- 
nancial secretary (not, it must be said, a 
civil servant) has returned to the private 
‘sector, to work with his old firm; > 
Such practices would have been un- 
thinkable in the days when the British 
colonial service still maintained vestiges 
of the imperial mission, and demanded 
appropriately high standards. of its civil 
servants, It would appear that the unique 
trauma facing the present colonial ad- 
ministration —- not of granting inde- 
pendente to the local population, but of 
anding sovereignty. over to another 
state — has not provided an adequate 
challenge to inspire today’s bureaucrats 
to selfless service. 





Te basic challenge facing Hongkong 
is the drafting of the Basic Law, It 
is that final document, which will spell 
out in terms destined to be written in to 
China’s own. constitution, the various 
promises and assurances in the Sino- 
British Joint Declaration. It is this docu- 
ment which will persuade the people of 
Hongkong of how far China will go in 
granting the very real degree of au- 


tonomy promised and the very real free- | 


doms assured: Itis thus to the law and to 
its practice in Hongkong that one must 
look for a basis. for confidence and 
courage in the future, The judiciary of 
Hongkong has undergone a swift expan- 
sion mm-recent years and, inevitably, ac- 
quired a mixed bag of new judges. The 
expansion was the brainchild of Chief 
Justice Sir Denys Roberts, due finally to 
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| judgments being overturned is ont e 


| vants sitting on today’s benches, a fact 


amusing after-dinner speeches, 
many lawyers feel that he lacks ihe 
tom” or gravitas needed in a chi 
tice at a time when the entire leg 
tem needs cementing firmly Inte place 

Some of the new judges are -g 
some are the material for lurid tems 
the gossip columns, while the numb 






bot 










rise. There are far too many ex-civil ser 


which increases the judiciary’s vulne 
bility to governmental pressures a 
which thus. could threaten the vital se 
aration of the judiciary from the exe 
tive; 

Their opposite numbers inthe Legal. 
Department havea worse track recor 


| The. past two years have been remark 


able for the number of bills which 
been inadequately, sometimes far 
cals drafted. The. new Public Order | 
Ordinance is only the latest example of. 
a series of bills which required to. be 
either heavily amended or quietly drop- 
ped, including those which attempted to. 
set up a.system of censoring what were 
“deemed” to be “objectionable” publi. 
cations. The most assinine exercise was 
the drafting ofa bill which attempted to. 
define almost sanctified powers and 
pos for the members of Hong 

ong’s Executive and Legislative Coun 
cils. 

The members of these councils, the 

so-called “representatives” of the come 













































some pod 
courageously breaking from thei 
ber stamp” tradition to argue the com 
munity’s interests with both London 
and Peking. Since. the signing of the 
Joint Declaration, however, many of 
them have dramatically changed their 
tacks. Instead of moving enthusiasti 
cally towards making the bodies theysit 
on more representative and devolvi 
powers, if not to the people then. tc 
rectly or indirectly elected represent 
tives of the community, they seen 
xious {6 acquire more powers 
privileges themselves — all of whi 
due to be passed on to their post 
successors. 
When ascertainable popular opit 
differs from their prejudices, they 6 
deprecate its public expression and pre 
ceed to ignore it, Apart from a few 
brave, increasingly isolated membe 
who still speak for the rule of law anc 
the common good, they have returne 
with a vengeance to their old “rubber 
stamp” ways, in effect adjuring the pe 
ple not to “rock the boat” as it steers Jo 
wards 1997 and SAR status. 
Nor is the business community mug 
more inspiring. Western ideologues | 
might naively expect that a city which | 
represents one of capitalism's grea 
triumphs would be defended. mos 
energetically by the most successful 






lace, are 


doing deals (often on’ special | . 


terms) with China. Hongkong. was 

ver rémarkable for the high ethical 
ndards of its business community, 
tat least the old: opium: traders and 
the pirates who succeeded them: had 












































‘those who have taken. their place are 
third-rate crooks, cof-men and thieves 
‘who are ripping off their shareholders’ 
Investments. 

<The Hongkong Government has 
never claimed to be able to guide the 
conomy or to influence the policies of 
isinessmen, bankers. and indus- 
trialists. It has, on the other hand, 
claimed to “hold the ring”. within which 
arket forces can operate and compete 
aost efficiently. The governments 
sp on the ring has slipped. 





uring the debate in which the re- 
cently.amended Public Order Ordi- 
e was rushed through -Legco de- 
pite the wide objections to it, Chief Sec- 
ary David Ford made: an. eloquent 
peech in pag wr of its:provisions. To- 
ards the end of his remarks he turned 
o the “nub of the matter” — the an- 
ieties of those who did not really be- 
e present. Hongkong Govern- 
t would misuse its new powers, but 
he rulers of the future post-1997 
gko ae mige very well find 
1 useful to. control the press. Ford 
ted: “Sadly, if however'a future gov- 
ment is determined to restrict press 
reedom, the absence or presence of a 
aw would not inhibit it.” i 
Aye, there lies the rub. The free- 
om of the press is just one of those 
reedoms specifically guaranteed in the 
ino-British Joint Declaration. Over 
he next decade, Hongkong and par- 
icularly its government must proceed 
n the assumption that China will stick 
o its word and honour the terms of what 
isa set of promises made to an interna- 
tional jury. If the government does not 
proceed on this assumption, it might 
ust as well pack its bags and leave 
oday. The inexorable logic of Ford’s re- 
rks would convert a lame duck intoa 
complete cripple. 
-This week Hongkong is welcoming a 
ew Governor, Sir David Wilson, He 
as a challenging job and his first prior- 
ty isto tighten the government’s grip on 
he administrative, executive and legal 
ramework: which supports the city’s 
economy. In this day and age, it is not 
possible to call for the firm smack of col- 
mial government... What has been 
adly lacking, however, has been any 
sense of leadership or direction. Wil- 































on's overriding purpose must be to re- ` 


tore the faith in the future and in the 


both dash and confidence. Too many of | 


D Hongkong’s ‘colonial 
| political structure was 
tailor-made for an 


apolitical community . 


that existed. for, dec= 

1 j ades until the Sino- 

TEN British. joint declara- 

CHINA'S WINI tion was initialled in 
September 1984. c 







governor, as representative of the Bri- 





‘the help of civil servants answerable to 
nobody but him and with the advice of 
community leaders — many of them 
British and Chinese businessmen. The 
system was entirely based on the prem- 
ise that the rulers knew what was good 
for business and order, and what was 


good for the government was good for - 


the people —- who had no say and little 
interest. 
During the past two years, the anti- 





quated political machinery has been put 
under tremendous strain and a lot of it 
found wanting. Despite the introduc- 
tion of some indirectly elected members 
to the Legislative Council (Legco, the 
lawmaking body) in September 1985 to 
make it more “directly accountable to 
the people of Hongkong,” any re- 
semblance to a democratically elected 
assembly is purely coincidental. 

The hub of power in Hongkong is the 
Executive Council (Exco). All mem- 
bers, government and non-government, 
are appointed by the governor with the 
approval of London. Presided over by 
the governor, it is a cross between a 
royal court and a modern cabinet. : 

There is no fixed number of mem- 
bers; which at the moment stands at 15. 
Four of these are ex-officio — Chief 
‘Secretary David Ford, the Commander 
of British Forces Maj.-Gen. Anthony 
Boam, Financial Secretary Piers Jocobs 
and Attorney-General Michael Thomas. 

Another government member is 
Donald Liao, secretary for district ad- 
ministration. But not all members of the 
government are members of this exclu- 
sive club. At the moment.there are 14 
secretaries — the equivalent of minis- 
ters —- who are not Exco members and 
privy to policymaking. 

The majority of Exco — 10 at the 





moment — are non-government mem- 
bers, most of whom have served or are 
still sitting in Legco. They are appointed 
for their personal and professional 
achievements and represent nobody but 
themselves — and the interests of cer- 


| tain sectors of business and the profes- 


sions, Of the 10 non-governmental 
members, six are connected with bank- 
ing, commerce and industry. 


Legco 


Michael Malik in Hongkong 





In essence, the system was’that the. 


fish queen, ruled like a monarch, with. 













Even. outside Exco-and Legco there 
‘are some of the most powerful people in 
the colony, who prefer to use their influ- 
ence behind the scenes. Several of these 


have found it useful, however, to join-the 


Basic Law Drafting Committee or the 
Basic. Law Consultative Committee, pre- 
sumably to make sure they bring their in- 
fluence to bear on Chinese decision-mak- 
ers. who are writing a- mini-constitution 
under which Hongkong will live for the 
50 years after 1997 (see chart page 42). 
These include industrialists T. K. 
Ann, Henry’ Fok and Cha Chi-ming, 


newspaper proprietor Louis Cha, finan- 


cier Li Ka-shing,. multi-millionaire oc- 
togenarian Lord Kadoorie, and sh 
ping magnate Sir Y. K. Pao. Ott 
drafting committee: members inctude: 
banker David Li; lawyer T. S: Lo, and 
former university head Rayson Huang. 
Politics has come to Hongkong later 
than to most places in the region andina 
strange form. Still the people have no 
direct vote — except for very low-level 
district. boards, Urban and regional 
councils, which deal with local affairs 
such as. garbage collection, libraries, 
cultural affairs and public lavatories. 
Weightier matters are decided by the 


. governor and Exco, which hands down 


legislation for discussion and approval 
by Legco. 


series of political rows that have 

broken out in the past two years 
have showed that the administration 
and Legco are still highly insensitive to 
the awakening public awareness. After 
more than a century of both proposing 
and disposing, the government is not 
used to people speaking up against it 
proposals or decisions and, in the 
heightened political atmosphere follow- 
ing the signing of the Sino-British Joint 
Declaration, there has been a string of 
confrontations with pressure groups 
claiming to represent the views of the 
people. The issues have ranged from a 
proposal to do away with juries in com- 
plex commercial crime cases, the pow- 
ers and privileges of Legco, the planned 
Daya Bay nuclear power station and, 
most recently, freedom of speech and of 
the press. 

In many cases, the anger and frustra- 
tion of the vocal interest groups is di- 
rected against the non-governmental 
members of Legco, the vast majority of 
whom approve, virtually without ques- 
tion, whatever proposals the govern- 
ment puts before them: 

Councillors’ awareness of public opin- 
ion is limited by the fact that most of 
them. come from a:small and:exclusive 
group — upper middle-class. business- 
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similar values, know and respect the 
same rules of the game and follow the 
accepted modes of behaviour. 

The composition of Legco shows a 
similar-pattern of members as Exco — 
people from the commercial and profes- 
sional elite. Legco has 56 members, of 
whom 10 are senior governmënt offi- 
‘cials. Of the 46 non-government mem- 
bers, 22 are appointed and 24 are indi- 











constituencies” — such as the legal and 
medical. professions —- and electoral 
colleges made up of local district. coun- 






OT Legco and their main function is to ex- 





professionals, only two could be consi- 
> | dered representatives:of the working- 
_ ass community — both trade union 
aders, one from the pro-Peking 
unions and one from the pro-Taiwan 
group. 
»y-One of the subtle ways in which. the 
political scene, has changed ~ 



















rectly elected by so-called “functional, 


cils. Seven Exco members also serve-on- 


plain Exco decisions..Out of the other. 
39 non-government members, 15 aré 
from commerce and industry, 22 are. 





powers of the Hongkong Government, 





y issues hast o blunt sc 
his effectiveness. danger of hav- 
ing valid points dismissed as “it's only 
Martin Lee again.” 

He also suffers badly from lack of 
others to shoulder some of the burden 
of criticising the government. School 
principal Szeto Wah is probably the sec- 
ond. most prominent government critic. 
Coming . from. a -totally grassroots, 
Chinese-speaking background, his ap- 
peal is more restricted to the working- 
class Hongkongers. Other occasional 
dissenters are Conrad Lam, a doctor, 


„unionist Pang Chun-hoi, teacher Des- 


mond Lee, businessman Richard Lai 
and social worker Hui Yin-fat. Perhaps 
the oddest manifestation of a new spirit 
in Hongkong politicsis the fact that ap- 
pointed member. Chan. Kam-chuen 
abstained in the vote to approve. the 
Sino-British declaration and ‘actually 
voted against. the government “over 
Daya Bay and the recent‘amendment to 
the press law. p Bie hae RERE y 

But though voices are raised against 
the previously unchallenged arbitrary 










over the past two years has 
been in the growing demand 
for direct elections to Legco: 
andin the emergence ofanem- |. 
bryonic form o “government”. ; 
vand on” in the as- 
} illustration of 
kong has ad- 
the road of politi- | $% 
n a very short -| 
just-over three. -| 
Legco member 


publicly suggested | 
in the future there 
might possibly be directly 
elected members in Legco. 
¿| Now the subject is openly dis- 
cussed, pressure groups deliver. - 
petitions to Government |! 
| ‘House and it is agreed that — 
since: China’ is -obviously..un+ 
happy about too fast a pace on 
this issue — that 1991 might be 




































a more suitable date than 1988 for the 
introduction of such elected members. : 

S Thie emergence of an “opposition” in 
an assembly famed for its belief in “con- 
sensus” is equally startling if one were to 
cast one’s mind back only to the-very re- 
cent past. The dissenters are in no way a 
solid group. People have joined in op- 
posing 
sues than on solidarity. 

Undoubtedly the principle figure to 
have spoken up and turned the tradi- 
tionally anodyne Legco debates into 
real exchanges — sometimes even ac- 
rimonious ones — is Martin Lee, OC, 
the indirectly elected representative of 
the legal profession. Lee, son of a 
Kuomintang general and a millionaire, 
takes an appropriately legally-minded 
attitude to issues, but his over-exposure 




















they are easily drowned by the loyalist 


legislation more on a basis of is- ; 





members of the chamber, led usually by 
Dunn, the senior. appointed member, 
and — often more vocally — lawyer 
Tam and Allen Lee. 

And the government shows little 
signs of seriously wanting to listen to 
dissent. Over Daya Bay a petition 
against it gained a million signatures but 
was brushed aside as failing. to prove 
popular disquiet in a population of only 
just over five million. The widespread 
protests about the wording of the 
amended Public. Order Ordinance, 
which many claim threatens freedom of 
speech and freedom of the press, also 
was dismissed by Ford on the grounds 
that it had been “democratically” pass- 
ed — in a chamber dominated by gov- 
ernment-appointed members. 
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Corp.; director, Shanghai Co 
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Brokers of 


By Margaret Scott and Emily Lau 
in Hongkong 
Vietnam has its boat 
fe people, but Hongkong 
Twill have yacht people 
w 80 goes one of the 
jokes about Hongo) 
kongs 1997 rendezve 
P ous with China. Cer- 
daia tainty snide, yet iteap 
| tures some of the anxiety and scepticism 
| provoked by thoughts of the future. 

A sure-fire trigger for those worries 
| are the tough political questions being 
| decided by a small group of people: 
| what will the Basic Law that will serve as: 





Hongkong’s constitution say; what kind 
of government and political structure 
will be devised to replace the British col- 


onial one; will there be direct elections, | 


and who will be given the right of abode 
| in the future SAR? 

Gone are the simple days of colonial 
tule. And with the imminent arrival of 
two crucial landmarks on Hongkong’s 
path back to Chinese sovereignty --- the 
government's consultative paper on 
representative government, expected in 
May, and the first draft of the Basic 
Law, expected next year — the com- 
‘plexity and contentiousness of the poli- 
tical world is bound to grow. 

Just who belongs to the small group 
of powerbrokers of Hongkong matters. 
as they shape the crucial variables in the 
calculations about confidence in Hong 
kong’s future. At first posed in whis 
pers, but with growing insistence , more 
and more people are asking to whom are 
these people accountable, whose in- 

| terests are they representing, whose in- 
l terests*should they represent and will 
| they be here after 1997 anyway? 
| Against this background, the R 
sent a questionnaire to those serving ol 
the public bodies —- the Execu 
Council (Exco), the Legislative Cou 
(Legco), the Basic Law Drafting 
| mittee (BLDC) and the executive 
| mittee of the Basic Law Consultative 
| Committee (BLCC) -— involved in 
charting the political, social and-econo- 
| mic policies in these transition years 
| With an eye on sketching a portrait ot 
| the powerbrokers, the REVIEW asked 
| them such questions as: what kind o 
passport and other travel documents.or 
rights of abade they and their spouse 
| possess; whether the bulk of their assets 
| are inside or outside Hongkong, wh 
| ther their investment in Hongkong has 
| increased or decreased in the past three: 
| years. 
| Not definitive but perhaps an apt 
| comment on the notions of accountabil- 
| ity among the 91 people surveyed, only 





| 29.6% answered the questions. A total 


Tt empt n a selecti pe elected.” 
edged the questionnaire. Of those who | group for a more detailed picture of how Sohmen’s stance is echoed by many 
did answer, the highest proportion | they view their. responsibilities and | whose clout straddles corporate and po- 

ame from members ‘0, and from. | goals in the public sphere. Of the 40 | litical life. They say they are wary of 
those holding either a Hongkong/Bri- | selected, 20 agreed to be interviewed. | “free-lunchers” and “the riff-raff” hold- . 
ish passport, called the British Depen- | Giants in both the world of business and ing office, voting for all kinds of social 
ent Territory Citizen’s passport or | the world of politics who refused to be spending. They talk of the need for a 
BDTC, or a Hongkong Certificate of | interviewed included ‘Lord Kadoorie, | “filtering system,” in Sohmen’s words, 
Identity, neither of which entitle ahold- | Lee Quo-wei, Li Ka-shing, Sir Y. K. | to exert quality control over those in 
toreside in Britain. ` | Pao, Lydia Dunn, T. K. Ann and T.S. public office. 
~ The reasons given for n Lo: This point of view has been formally 
e questions were diverse. Nothing produces barbs ‘and | espoused by members. of the BLCC, 
le: textile tycoon T..K. Ann, apa- | counter-barbs over who is the better | who have been dubbed the Group of 71. 
tniarch of the old political order, having | champion of the true interests of Hong- | Brian Tisdall, president of the Hong- 
Served at ‘the behest of the Hongkong | kong’s 5.5 million residents quicker | kong Law Society and a member of the 
Government on both,Legco and Exco. | than the issue of elections. BLCC, has criticised the group which 
king also has turned to Ann, appoint- The debate over representative gov- | includes people such as Kadoorie, 
him to both the BLDC and the | ernment has almost become a shorthand Sohmen and Lo for abusing their mem- 
BLCC. He wrote: “I do: not think the | for the strains on the colonial political | bership of the BLCC to form what is in 
nswers to the questions raised in your | structure that is being forced to change | effect a political party. Tisdall said it 
letter would have any relevance to.one’s | while scrambling to uphold its boast of | was ironic that in trying to avoid party 
h in or they can serve as [a] signal of | responsiveness to public opinion. One | politics, the Group of 71 has introduced 
erceptions about the future of Hong- | side has it that the appointed members | an unwelcome degree of polarisation 
HQ. os of Exco and Legco are beholden to the | into discussions about the Basic Law. 
Justice T. L. Yang, a member of the | government, and that direct elections Thomas ‘Clydesdale, an electeu 
igh Court who accepted China’s ap- | are the only way to ensure legitimate, Legco member representing the Hong- 
ointment of him to the BLCC, wrote: kong General Chamber of Commerce 
It will not be appropriate for a judicial and the senior partner of Price 
fficer to discuss politics in public, and it Waterhouse, said, “Business is against 
fficult to see how one may avoid the idea of direct elections. We are wary 
olitics when considering the future of that any Tom, Dick or Harry would get 
ngkong.” Others, such as High elected. Business is worried of ending 
ustice Simon Li, who accepted up with a system in which we won't have 
intment:.to the BLDC, said in a any influence.” 
phone interview that he would not 
wer because he was “tired of the 
ting what it wants.” And sol- | 
u Yiu-chu, a member of the | 
C, said she would.not answer the || 



































































































J ho has:influence and who should 
have influence rests beneath the de- 
bate. For Cheng Hon-kwan, an engineer 
and a Legco member elected by architects 
estions in protest over the fact that and’ engineers, there is an inevitable 
€ questionnaire listed Exco before the answer: “We must satisfy the lower 
BLDC. m™| classes, but it is more important, the 
as most important of all, to satisfy the 
richer classes, If the richer classes aren’t 
satisfied, and they. leave, where will 
Hongkong be?” 















ngkong has never been a chatty, 
garrulous place, either in. business 
les or the executive and legislative 
uncils. Those in the public arena — _ Some call this pragmatic, others call 
through appointment or through thein- | responsive government during the | it blackmail. One of them is barrister 
novation of 24 indirectly elected mem- | transition, and even more importantly, | Denis Chang, chairman of the Hong- 
bers of Legco — have no obligation to | after 1997. The other side claims calls kong Bar Association and a BLCC 
disclose their business interests, where | for democracy are ‘at best premature | member. One of the most troubling 
their assets are located or what travel | and at worst confrontational, destabilis- | developments he sees is the “cozy al- 
documents they own. ing and bound to wreck Hongkong’s | liance” between Peking and the busi- 
_ Hongkong’s Attorney-General Mi- | economic success story. ness elite of Hongkong in which both 
ael Thomas, who sits on both Exco Take Helmut Sohmen. An ap- | sides find in the other a convenient op- 
and Legco, said, “the declaration of na- | pointed member of Legco, a member of ponent of direct elections. “The so-call- 
tionality is not as important as declaring | the BLCC, the chairman of World- | ed business class is holding Hongkong 
their business involvement, whether | Wide Shipping, the son-in-law of Y. K..| to ransom. They say, ‘I’m leaving, unless 
hey are sitting on the boards of com- | Pao, for Sohmen the issue is a simple | you do what I say.’ For now, they want 
panies with Chinese or Taiwanese con- | one. His role in public life is to represent | to keep everything the same and so does 
ctions.” However, in aninterview for | the interests of business. “It is impor- | China,” said Chang: Good government, 
his article, he stopped short of saying | tant for business interests to have a according to Chang, requires checks 
he favoured requiring. disclosure of | voice in government. Now more than at | and balances so that neither business 
other times. We do have a substantial | nor any other segment dominates. 
interest both as a family and as a corpo- Chang is part of.a loose coalition call- 
i rate group.” ing for democracy, an alliance of the 
t scaffolding for how Hong- In representing the interests of his | mostly young and professional who are 
cision-makers view. their role family in particular and business in gen- | forging a new political force often con- 
tackling the issues of Hongkong’s | eral, Sohmen said he is convinced} trary to the British Government, the 
insition from.a British colony to a | democracy would damage Hongkong |. Hongkong’ Government and the 
hybrid entity promised a high degree of | “because of lack of previous experi- | Chinese Government. Their standard- 
utonomy for 50. years under. the | ence, being open to influence from | bearer is Martin Lee, a Legco member 
: eflap o 6... poe : “| China, the endemic propensity toward | elected by his colleagues in the legal 






























































































































profession and a BLDC member. In 
Lee’s version, the. Sino-British Joint 
Declaration, which guarantees . au- 
tonomy for Hongkong,1s a charade un- 
less there is democracy. And, according 
to his view, the emergence of represen- 
tative government will breed’ confi- 
dence in Hongkong’s future and its abil- 
ity to withstand interference from Pe- 







ol er version which 
views democracy as destabilising and . 
contrary tothe deal struck between Bri- 


| tain and China, “Our future is fixed. 
| China isin control;... . The government 


ea subsidiary of a corporation: 
answers to its parent,” said Allen Lee, 
an appointed member of both Exco and 
~Legco who also.is part of the new gener- 
ation of political leaders but stridently 


opposed. to’ calls: for democracy as a. 


counter to communism. “I, guarantee 

"| there won't be 100% direct elections be- 
-ge then China wouldn’t be in con- 

“aok” 

Leung Chun-ying, a partner with 





jf Hongkong will.answer to China just. | 














i Ka-shing: no comment. 
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ones Lang Wootton and a member of 
he BLCC, echoes Lee’s point: Hong- 
kong will switch from being. a British 
colony to being a Chinese . colony. 
Leung says the agitation for democracy 
serves: Britain’s interest, not Hong- 
kong’s. “There are three objectives:of 
the British: first, they wanted to make 


|- sure they would. leave behind the 2.6. 


| million people who hold. BDTC pass- 


| ports: Secondly, they-want to maintain 


| good relations with China. And thirdly, 

-they want-to be able to account for what 
happens after 1997 so they won't be 
blamed. Britain would love.to. have a 
fully elected government.in Hongkong 
so they can avoid being blamed,” Leung 
said. 

Another layer of the debate over 
what is good for Hongkong is a messy 
matter of commitment and confidence. 
_ Foreign passports are often the 

touchstone, but just.how to gauge the 
significance of foreign passports de- 
pends. on who is talking. To Leung, 
omething is amiss that.so many of those: 











ma 


respect,” said Cheng. 


B AMPOrtant | 
foreign passports. “It would be a boost 
to morale if they [political.leaders] said 
they didn't and that they planned to 
stay. We all would feela lot more secure 
if the captains of the ship were not going 
to be the first ones to jump.” 


Consider the 22 Hongkong members | 


of the BLDC. From the REVIEW’s ques- 
tionnaire, interviews and independent 
confirmation, the travel: documents of 
14 members has been verified. At least 
six members — Graham Cheng, David 
Li, Sanford Yung, Y.K: Pao, Simon Li 
and Maria Tam:—— carry full British 
passports. Rayson Huang has a Sin- 


“gaporean passport. 


Prive members — Liu Yiu-chu, Mar- 
A tin Lee, Szeto, Wah, Tam Yiu-chung | 


and Wong Po-yan —.-definitely carry 
BDTC passports. Louis.Cha and Ma 
Limhold certificates of identity: And the 
travel documents. of eight others —-T. K. 


Ann, Cha Chi-ming, Fei Yi-ming, Henry | 
“Fok, Li Ka-shing, Rev.. Kwok Kong, 
“Peter Kwong and Raymond Wu — are 


not known. : 

If holding foreign passports is inter- 
preted as having an escape path, then 
the equation is further complicated by 
spouses. Martin Lee, for instance, holds 


a BDTC passport and has no. right of 


abode elsewhere. His wife, though, car- 
ries a full British passport, which pro- 
vides him and their son the right of 
abode in England. Most of the non-gov- 
ernment members of Exco: hold 
BDTCs. Yet, as one Exco member said, 
it does not matter since he could leave 
anytime for any place. 


_““Hongkong people are very open- 
|- minded,” said Louis Cha, the publisher 
| of Ming Pao and a member of the 
| BLDC and the BLCC. “People see it as 


protection, not.as betrayal. If they can 
afford a foreign passport, everyone 
would have one,” he said: 

“Are you going to say that only those 
without foreign passports can partici- 
pate? I.don’t think you can say that,” 
said Denis Chang, who was bornin Ma- 
laysia‘and carries a Malaysian passport. 
“People who are less vulnerable may say 
things that need- to be said without 
fear,” he said. “What any person says 
should be judged for itself and not whe- 


ther it is being said by. someone with this 


kind of passport or that.” Maria Tam, 
for.instance, contends it is precisely due 
to her British passport that she has 
ventured: so deeply into. the world of 
politics, secure in the knowledge that 
she can leave: 

Cheng Hon-kwan, though, thinks 
what kind of passport those in. politics 
carry does have a bearing.. 

“A lot of people do not-have much 
faith in the government andthe political 
leaders. I know when I hear someone 
saying this or that is what Hongkong 
needs for, stability and prosperity and I 
know he has another passport, [have no 





nt decisions hold 









stockmarket? 


By John Mulcahy in Hongkong a 
7 When the London 















E into. being in 180. 
was ruled by a dietat 
rial board of entr 
preneurs known as 
“The Proprietors,” 
aR The members, whose” 
function. it was to provide a marketi 
buyers. and sellers of shares, were t 
| quired not only to subordinate their a 
thority to. The Proprietors, but to pa 
for the privilege, the proceeds of which | 
the owners shared among themselves by” 
way of dividends, 

Hongkong in 1987 bears little come. 
parison with the London of 185 years. 
ago, but is uncannily similar in the ma 
nerin which it conducts equity trading 

Ronald Li Fook-shiu, a third-gene 
ation Hongkong Chinese businessman 
the territory’s latter-day “Pr 

.” Tt was he who melded He 

i ctious stockbroking comin 
nity, scattered among no less than four 
stock exchanges, into a single bod: 
ambit of the Stock Exchange 









































re than a century of sha 
_ dominated . by- 
~ establishment, 
stockmarket in the ea 
prised an. extraordinari 
| divisive interests, Of 
| changes, the Far East, th 
and the Hongkong Stock K ng 
were pre-eminent, with the inapt 
named Kowloon Stock Exchange vintu- 
ally a desk-and-telephone operation... 
While: few would dispute the cons 
tribution. the urbane and astute Lichas 
made to the creation of the Stock 
change of Hongkong, which on 2.4 
celebrated its first anniversary, there is 
growing disenchantment with his aut 
cratic administration. 
One corporate finance practitioner, 
bemused by the power held b 


















with pretensions towards recognit 
an international financial centre, 
| scribes Li's style as that of a bigtown 
| party.boss. All major. decisions, whe- 
| ther relating to the day-to-day op 
| tion of the exchange or new listings, are 
taken by ‘Chairman Li as he is known 
to exchange staff. 
Widely assumed to be at least. a 

Hongkong-dollar. billionaire, Li is a 

chartered accountant rather than. a 
| broker, and critics.say he operates the. 
Stock Exchange of Hongkong as an-ex- 
tension of his family business. Liha 
peatediy positioned himself. as 


| 














ne i stand Li has 
taken in support c al brokers js 
Jearly the knowledge that election to 
exchange committee is on the princi- 
le of one member, one vote. The effect 
of this democratic structure has been to 
exclude brokers responsible for a con- 
servatively estimated’ 75% of turnover 
fromthe governing body. F 
__ Those supporting the existing prac- 
ce reckon local brokers were for de- 
cades: at the mercy of the bigger 
Operators, and they are determined to 
tain the power only recently won. 
One victory already notched up was the 
restriction placed on the operations of 
new. bank-related brokers, though this 
as a compromise from- the absolute 
ban originally sought by the smaller 
rokers. ` 
One local broker; while conceding 
that the Stock Exchange of Hongkong’s 
ular brand of democracy: — one- 
“vote once -= appears to favour 
he current chairman, says the broking 











































_ Quite how any such gain should be or 
is derived is an issue that 





The questionis: whous handle! i 
Another phenomenon : appearing 
over the past year has been the consider- ` 
able achievement of Li’s son, Alfred, a 
corporate lawyer -whose firm 
i has gained notable suc- 











frequently exercises the 
minds of some members, 
who wonder at the un- 
seemly delay over intro- 
duction of an automated 
clearing system, seen as a 
necessary precursor to an 
extension of the ana- 
chronistic 24-hour settle- 
ment period now in place. 
A reason commonly of- 
fered for the delay is dis- 
agreement over ownership 
ofthe companyoperating 
the system: 

One side of the dis- 
pute believes the clearing 
system should be operat- 
ed by the exchange itself. 
The other side sees no 



































cess introducing new list- 
ings to the Stock Ex- 
change of Hongkong. 
“He is very good, and 
there is the added bonus 
of his connections,” says 
one merchant... banker 
who ‘has taken to using 
the younger Li’s firm for 
shell reactivations. 





nthe: first: year of its 
existence the exchange 
¿has enjoyed an ‘extra- 
ordinary bull run, most 
appropriately measured 
by the Hongkong Stoi 

Index, launched by the 
‘new exchange to coincide 














with its opening. From a 
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~ Philip Bowring | 



















Inthe 12-years since 
| the creation of the In- 
J dependent Commis- 
| sion Against Corrup- 
3 tion (ICAC) there has 
been a dramatic fallin 
mee, | the incidence of dis- 
daddies Honesty in the civil 
‘vice, even though this period has also 
cen the public sector expand rapidly. 
< However, the private sector has, it is 
generally believed, seen a marked de- 
_terioration in standards of honesty. The 
Traw industrial capitalism of the sweat- 
hop era has been ameliorated by pros- 
rity and labour laws. A more insidious 
orm of exploitation has emerged based 
of on taking advantage of abundant 
bour =- inevitable in the early days of 
ngkong’s industrialisation — but on 
exploitation of public trust and of 
upposedly regulated financial markets. 
In the bad old days the quickest way 
get rich quick, then acquire respecta- 
ty through donations to prominent 
arities, was drug running, More re- 
tly it has been found that financial 
ipulation is quicker and less hazard- 
us. And the crooks and widi boys have 
ound that it is now easier to buy lawyers 




























egal’ criminals replace 
e old drug-runners 





often are not) technically legal but 
which the “professionals”. involved 
know to-be criminally motivated. 
Although a modest effort has re- 
cently been made by the professions’ 
self-regulatory bodies to improve stand- 
ards, they remain poor. The govern- 
ment, meanwhile, stands on the 
sidelines even though these professions 
operate exploitative cartels impossible 


‘in any other business in Hongkong. The 


Legislative Council is silent on the mat- 
ter, not surprising perhaps given the 
fact the leading “opposition” spokes- 
man is also the lawyers’ representative. 

Banking is less a cartel now than it 


.used to be. But nothing has happened to 


suggest. that it has ceased to. be — to 
quote a former ICAC commissioner — 
“now the biggest corruption sector in 
Hongkong.” Since the bail-outs of vari- 
ous banks — OTB, Ka Wah, Wing On, 
for example — at a cost to the public of 
several billion dollars, there have been 
efforts to tighten supervision. The 
banking commissioner may be in earn- 
est. But if the government is serious why 
is Philip Kwok, who as chairman. of 


: Wing On Bank presided over the lend- 


ing to relatives and friends which made 





Philip Bowring is deputy editor of 
«the Far Eastern Economic Review. 





tention if only because Bond was seen-as 





a bail-out with public money necessary, 
still a government-Uppoimted member 
of the Urban Council? 

There have even been prosecutions 
of banks and deposit-taking companies 
~~ but precious few. And judges who re- 
joice in sending petty thieves and even 
porno tape salesmen to jail for several 
years are reluctant to convict white-col- 
lar criminals and even more reluctant to 
hand out deterrent sentences to them — 
though those with millions stashed 
safely outside Hongkong would seem to | 
need deterrence more than most. | 

Those familiar with various cases in- 
volving bank lending of-an out-of-the- 
ordinary scale are surprised that there 
have been no significant prosecutions of 
senior staff of big local or major interna- 
tional banks. It is not clear to what ex- 
tènt this has to do with the banks’ lack of 
cooperation in prosecuting their own 
crooks, or the government’s unwilling- 
ness-to “upset business confidence” by 
bringing prosecutions. It is remarkable 
how often in Hongkong “the public in- 
terest” is supposedly best served by not 
prosecuting when evidence gives a rea- 
sonable chance of success. 

The most recent. case of this was the 
Alan Bond episode — in-which: Attor- 
ney-General Michael Thomas decided 
against: prosecuting Bond for making a 
misleading statement about the value of 
shares. -— which attracted plenty of at- 













a carpetbagger. But there are innumer- 
able’ other cases ‘of non-prosecution. 
The laws governing securities, banking 


and companies have been made to ap- 















| surge in activity has been 






4 cess of HK$1 billion were 
1 recorded, and for several 

















se of I at the close of t 
, April last year, the index has risen to 


yee 
1,724.5, or more than 70% ‘over the: 


year: 6 ee 
. More significantly, for the brokers, 
| has been the surge in turnover, from 
HK$75.8 billion (US$9.72 billion) in 
1985 to HK$123.1 billion 


e of every | 


y ling, is levied 
by the exchange to supplement member- 
ship listing fees. i 

With turnover now often exceeding 
HK$20 billion a month, the exchange’s 
revenue from transactions is running at 
more than HK$10 mil- 





-in 1986, or.a rise'in the 
monthly average to 
: HK$10.3 billion from 
HK$6.3. © billion. The 


“even more pronounced 
since September, when 
the first of aregular series 
of daily turnovers in ex- 





months the total has 
exceeded, HK$20__ bil- 
lion. an 8, jag 

A boon to” brokers, 
the surge in turnover has 
dadramaticimpact on 
revenue éarned by 
the: exchange “itself. A 





lion a month, represent- 
ing yet another source of 
discontent among the 
bigger houses. 

Some of the reveriue, 
according to` brokers, 
could: and should have 
‘been usedindevelopinga 

corporate finance capa- 
bility’ within the ex- 
change, to give it greater 
autonomy from the Secu- 
rities Commissioner's of- 
fice. The exchange. and 
the commissioner's office 
have. frequently found 
| themselves. at logger- 
heads, most recently on 
the «question: of corpo- 





transaction charge, equi- 


rate shell reactivations. 










‘stamp such applications, only to 6 
overridden on several occasions by the 
regulatory authority, using the one 
power that it has.in such disputes ~~ res 
gard for the public interest. 

Market professionals view the dise 
putes between the exchange and th 


















Securities Commission as unheal 
and damaging to Hongkong’s tern 
tional reputation. They feel the em 
change should by now have assert 
independence, and argue it could have 
done so by installing an expert and au- | 
thoritative: listings department to re- | 
place the existing entity, which iascen as 
competent, but grossly understaffed. 

-As the Hongkong stockmarket. 
moves into the tiniest segments of the 
big investment leagues, by virtue both 
of its turnover and capitalisation —~now. | 
HK$600 billion -—.a greater degree of - 

professionalism should be less a desira- 
| ble objective thana requirement. Often 
| perceived að a casino by dismissive | 

ternational operators, the Stock Ex 
change.of Hongkong inits present struc: 
ture foes little to dispel that notion. @ 





ades; concocted to give Hong- 





| pes ch 


ording l 
»shades of the Philippines under Marcos 
: where the most flagrant abuses of power 
were always dressed in Oe clothing. ~ 
l i The financial sector o 
theo 






|: mental or fire regulations to their fac- 
| tories. Administrators of various ordi- 
nances.are remarkably “flexible” when 








it comes to rules which might restrain” 
prone or’ merely irritate: individuals. | 


| Most of the time they do not act cor- 
“‘ruptly but out-of a desire not to create 
' trouble among people who might have 
influence at high level. Their instinets 
are right. All-too often, it is not what 
you do but who you know that mat- 
terse? 





"he attitudes of the government-have | 


R been shown most clearly in the lu- 
dicrous history of the Insider Dealing 


L. Tribunal, set up nearly a decade ago to. 
curb insider dealing by making: those 


found culpable subject to ignominy and 
censure. It has sat only twice, both in 
connection with matters relating to Li 
Ka-shing. On the second occasion Li 
was found culpable: What happened? 
Nothing. The Hongkong Bank scoffed 
at any suggestion that Li might not be a 
fit person to be its vice-chairman. And 
the government — to whom the Hong- 
kong Bank enjoys the considerable 
privilege of being official banker — did 
nothing. It was not so much that insider 
dealing is not frowned upon in govern- 
ment circles — it was abhorrent to the 
Jate governor Sir Edward Youde, as up- 





appearance of being run ac- |. 
laws rather than influence — | 


3 or of course is not || 
e only one. Industrialists do not need 
much influence’even at district board 


level to avert the application of environ- | 















“€ Exploitation of those who 
must remain — 90% of the 
me population — by capital. + ois 
|- a receipt for an unstable 
. economy, social disharmony 
| and increased likelihood of 
|. intervention by China. 9 


right. a man as can be found — it was a 
|. question of lack of will or nerve to stand 
“by an enunciated policy. = 

This is not to argue for more laws, 
more bureaucracy, more ICACs. Prob- 
| ably in Hongkong’s circumstances, laws 
against insider dealing per se are’ im- 
practical. It is for a sense of purpose to 
enforce the laws to ensure’ that success 
inan open society goes to successful, 
law-abiding capitalists, not to crooks, 
be they those who ‘treat banks as their 
personal possessions, horse-race fixers 
and insider dealers who are in breach of 
trust résponsibilities already enshrined 
in iit ond law. 

Failure will have two consequences. 
First, the flight of money from Hong- 
kong- a factor recently disguised by an 
undervalued currency and a worldwide 
stockmarket boom but very real for all 
that — will gain momentum. The past 
five years has plainly shown how the na- 
tural'inclination of investors to want to 
diversify away from Hongkong is 
speeded up by factors ranging from the 
éase of fraud (as in the case of some 
banks) to the publication of barely hon- 
est prospectuses to corporate restruc- 
turings which-make a nonsense of offi- 
cial. codes and supervisors. Money will 
“stayin Hongkong only if returns 












































are commensurate with political risk, 

But exploitation of those who m 
remain =- 90% of the population 1 
that which is mobile -~ capital and th 
major capitalists — is a recipe for an ur 
stable economy; social disharmony an 
increased likelihood of intervention l 
a China which has not completely fo 
gotten communist ideals. 

Secondly, the rule of reasonably im- 


partial law is Hongkongs only wea 
“not just against the communist polit 
system but, perhaps more imporiant, 
the guanxi system —- China’s version of 
cronyism. To its own class of inthvence: 
peddlers, Hongkong is already addin 
those who have or claim to have th 

backing of some across-the-border | 
tity. And already a government < 
| mused bureaucrats is saccum 
concessions here, favours t 
often asnot such Geals are presenter 
being in the best business inter 
as many who purport to 
“Hongkong business interests” 

| been ‘investing most of their ¢ 
somewhere else. 
Iti sométimes claimed that Fon 
kong has always prospered on Une bas 
of an essentially amoral approach to 
| money-making: That was always dub 
| ous in a city where prosperity owes: 
more to the initiative of small manufac- 
turers and the hard work of th 
populace than to the drug-runners ary 
market-manipulators. [It is an even 

weaker argument in an increasing 
middle-class city whose prosperity is 
based on enhanced technical and pro 
fessional skills and a high level of sav- 
ings, which deserve not to be squan- 
dered by the crookery and manipulation 
of a few. Ee AG u 




















‘billion-a-year 
(US$2, 69 billion) 
-horse-racing industry 
has for years been rid- 
| dled with race-rigging 
=. and corruption. Al- 
A’ 4 though the past year 
has seen am effort initiated by the Inde- 
endent Commission Against Corrup- 
n (ICAC) to clean it up, the lack of 
ithusiasm in other quarters for bring- 
e crooks to book has been marked. 
series of criminal prosecutionsand 
use inquiries by the Royal Hong- 
g Jockey Club (RHKIJC) over the 
ist two years has lifted the lid on a 
long-running and widely rumoured 
scandal involving prominent business- 
‘jockeys and trainers. Court evi- 
confirms races were for years al- 
ost routinely fixed. 
\ key figure in the scandal was tex- 
tycoon, Yang: Yuan-loong, who was 
of the so-called Shanghai syndi- 
hich was involved in illegal bet- 
idmitted in court that he had 
s of dollars to arrange 
was given a suspended 
ence after submitting in court 
was dying of cancer. Some of 
ongkong’s most prominent political 
gures interceded on Yang’s behalf. 
The ICAC began a secret investi a 
ninto horseracing in late 1984. In 
ober 1985, the anti-corruption Sommi 
sion informed then Jockey Club chair- 
man: Sir Michael Sandberg of its find- 
ngs, and Sandberg agreed that the club 
should cooperate with the commission’s 
nvestigations. Sandberg, also chairman 
the Hongkong and Shanghai Banking 
rp. at the time and a member of the 
xecutive Council (Exco), resigned 
‘om the Jockey Club last December. 
He was succeeded by Sir Oswald 
Cheung, also a former Exco member. 
The ICAC investigation was 
triggered by a statement made. to the 
ICAC by English jockey Paddy Young. 
February 1986, the commission ar- 
tested 22 people connected with racing. 
Immediately after the arrests, Sand- 
berg said: “There is a strong suspicion 
hat. the < cancer this time started outside 

































































made n until prompted t to > do. 
ICAC.: 





tiga tors interviewed more 
pl associated with racing. A col 








sion source estimated that there were 18 


» potential defendants in criminal. ac- 


tions. As it. turned out, three’ have 
pleaded guilty to conspiring to cheat at 
paanling and five more will be tried 
ater in the year. 

On 25 February, the Jockey Club 
disqualified a former chairman of the 
Hongkong Stock Exchange, “Micky” 
Mok Ying-kie, from racing for six 


_months. Jerry Sung, managing director’ 


of Hongkong Flour Mills, was disqualifi- 
ed for nine months. Both men pleaded 
guilty to breaches of the club’s racing 
rules and were fined HK$175,000. 

Gordon Wu, a real-estate developer 
and: managing director of Hopewell 
Holdings, has pleaded guilty to breach- 
ing the racing rules. He was disqualified 
from racing for nine months and fined 
HK$100,000 on 26 March. Wu is a vice- 
president of the powerful Real Estate 
Developers’ Association of Hongkong 
and is a delegate to the 
Chinese People’s Political 
Consultative Conference. 

Also implicated in the 
racing scandal was the Joc- 
key Club’s senior stipendiary 
steward, Brian Sullivan, who 
was summarily dismissed by 
the club in February last 
year. 

Since. last May, the Joc- 
key Club has disciplined at 
least 16 people for breaching 
the racing rules. Charges 
have included aiding and 
abetting jockeys in passing information 
to unauthorised persons so that they can 
place bets on the basis of the informa- 
tion; aiding and abetting jockeys to bet 
or have an interest in a bet and reward- 


| ing jockeys from the results of the bets 


placed on the basis of information res 
ceived, and introducing jockeys to per- 
sons to supply them with information 
relating to a trial of horses in the stable 
for which they were engaged to ride ina 
race. 


he ICAC source said breaches of the 
club’s racing rules do not constitute 
a criminal offence, which would require 
the prosecution to prove intent to delib- 
ae and wilfully cheat to win money. 
thers suggest that the kind of in- 
Peers involved in the cases which 
have come to light in the ICAC investi- 
gations could only relate to race-fixing.. 
A genuine problem exists for the 
ICAC, however, in establishing proof 
“beyond a reasonable doubt,” as is re- 
quired bya court. The J ockey Club’s tri- 
bunal can find someone in breach of. the 
rules.on.the balance of probability. 


. by. susp 











g 
bers of the Executive a Legislator 
councils, members of the Basic Law 





Drafting and Consultative committees, 
eminent businessmen and even iste- 


wards and voting members of the Joc- 
„key Club. But as Cheung put it, know- 


ing and proving corruptión were two 
different things. 

In 1981, the REVIEW reported that 
four betting syndicates controlled 
horseracing in Hongkong. One revolv- 


ed ardùnd a fairly well: known Chinese 
bank, another was linked to a prominent 


property developer, the third was. run 
by a garment manufacturer and: the 


fourth had ties to a successful business- i 
man (REVIEW, 17 Apr. ’81). 


But as far as the average punter was 
concerned, he has never been deterred 
in. that horseracing was cor- 
rupt, When the scandal was unveiled by 





. the ICAC, no one was surprised. 


The most sensational. case of th 
whole. saga was the. conviction’ last 
September of Yang, who pleaded guilty 
to six counts of conspiracy to cheat 
at gambling. Yang, 63, ‘sat on a nüm- 
ber of government tribunals and was a 
former chairman of the 
Hongkong Garment Manu- 
factur ‘Association and a 
sident of the 
Acuner As- 







Vang. asked for a sus- 
| pended sentence because 

of his medical condition, 
which he said included dia- 
betes and secondary. bone 
cancer. 

Trial judge Frank Addi- 
son said the appropriate sen- 
tence would be five years in 
jail. But taking into account the defen- 
dant’s guilty plea, his age, hitherto un- 
blemished character, cooperation with | 
the ICAC and his. medical con: ‘ 
Addison imposed.a two-year suspend d 
jail sentence and a fine of HK$5.4 mil- 
lion, which Yang paid immediately by 
cheque. 

Last month it was revealed in court 
that Yang, who had promised to testify 
for the Crown against his alleged co- 
conspirators, had refused to come back 
to Hongkong, though he was said to be 
leading an “active life” in the US and 
Jamaica. The court was told that Yang’s 
US physician, Dr Howard Allen, found 
Yang had. metastatic cancer, but his 
condition was stable and no treatment 
was recommended. =. 

The ICAC. still maintains. there was 
no question- that Yang was dying. of 
cancer and that he would testify for the 
Crown, but from the US. However, the 
government's handling of the episode, 
Satching the ring leader and letting him 

ise to suspicion about its 
nto tackle the raging scan- 

















































IT IS AMOMENT YOU PLANNED FOR. REACHED FOR. 
STRUGGLED FOR. A LONG-AWAITED MOMENT OF SUCCESS. 
OMEGA. FOR THIS AND ALL YOUR SIGNIFICANT MOMENTS. 
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OMEGA ALWAYS MARKS SIGNIFICANT MOMENT 
IN THE OLYMPICS, IN THE SPACE PROGRAM 
IN SIGNIFICANT LIVES LIKE YOURS 

THE OMEGA CONSTELLATION FOR YOU BOTH 
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Kast. Staying Westin. 


Stunning architecture. Cool, clean interiors. Amazing views 
And, surprise, rooms with more room than å iny other hotel i in Tokyo. 
The Akasaka Prince is a contempor: ary hotel in every sense of the word 
With that traditional Japanese efficiency and personalised service 
I understand a hotel that works.like this. And it understands me 
Whenever I’m going to Tokyo, I’m staying Westin 
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“I never gamble at the table” 
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Window on the world 





shuts for intellectuals 


3y Margaret Scott in Shenzhen 


he editors of a literary journal sus- 
E pended because of the campaign 
against bourgeois liberalisation still re- 
ort to. their office in downtown Shen- 
nevery day..Instead of preparing the 
issue of the Special Zone Litera- 
hey spend their days reading com- 
munist party documents and writing 
- self-criticisms. 
_., Nearby, the editors and reporters of 
two Shenzhen newspapers — the Youth, 
Herald and the Special Zone Worker's 
Daily... both of which have 
: or good — also 
‘ow up. at their offices. 
Until they are reassigned or 
returned to their home pro- 
vinces, they,too are reading 
party: directives issued since 
y.and recording their 
akes, 
-» The closing down of the 
“two -newspapers and the 
“magazine's suspension has 


geois or liberal.’ 
Shenzhen’s casualties of the .. 
campaign include two of the 
four... newspapers closed., 
throughout China and one of, ~~ 
“the two suspended literary journals. 
„Among writers and intellectuals what 
has happened in Shenzhen has a sad and 
larger... significance: _ intellectual and 
ide diversity has been attacked 
‘has been successful. 
uted about six years ago 
arming village, Shenzhen’s 
boast. had- been. that it is 
indow. on the world. Now, 
it has become a window on the 
the ,anti-bourgeois 
vement, and the recent 


`| clampdown here is only the glaring sign 


of a much deeper and more complicated 

victory for the communist party. 

|. o Shenzhen as an economic experi- 

| ment is humming along, for:-the most 
part. untouched by the ideological 

-wrangling in Peking. It is the zone’s tiny 

‘intellectual enclave that has been 
squelched. All this makes Shenzhen a 
model or showcase of the campaign and 


“| its: goals: circumscribing intellectual 


| freedom while leaving the economic 
phere alone. 





young. .peo 
exactly wh 


“over 450.000. and 


23., Along. with’ the: woul 

preneuts, Shenzhen attracte 

group of young writers, poets and jour: || 
nalists drawn by the setting up of several 
newspapers and magazines, = 


The zone’s other intellectual dı 





1986, a time of heady testing of the | 
boundaries of the reform policies. None 
other than China's leader Deng Miao- 
ping had helped to spark this time oft 
ment. Deng, along with the now fired” 
party head Hu Yaobang and Prem 
Zhao Ziyang, had called for a seco 
bloom of the Hundred Flowers perio 
encouraging discussion of political re 
forms with the promise that no on 
would suffer for their ideas. 
Youth Herald, for one, 

leaders. at their word, The 
had ‘taken to. 1 
rauckraking jou 
cles and some of the wai 
Rouwang, both lauded b 
that the party had mature 
tolerate independent thought among 
tellectuals. Youth Herald even. 

. lished the comments 

Lishi, the vi 
the Unive 
pate 


took. 
pa 


ing for politic 
É g ; E 


`- applau 
ments 


Shenzhen’s pro 
bureau, considered | 
tions particularly 
tive. In fact, ons 


ia a sions, party leaders fro 











ing card has been Shenzhen University, 
_known to be a free-wheeling, experi- 


| 
mental place. It has enticed many well- | 
known scholars: from around China, | 
who have given the zone an intellectual | 
backbone, but an extremely; pragmatic | 
and apolitical one.. Business and man- 
agement and. English courses are the 
bread and butter of Shenzhen Univer- 
sity, not the contemplation of literature 
or political ideas. Even the university 
students’ stab at demonstrating in De- | 
cember was provoked not by notions of | 
democracy but by a proposal to increase | 
tuition fees. 
ł 


C ranes had given way to highrises and 
Shenzhen became an established, 
though somewhat disappointing, eco- 
nomic. entity, Its. newspapers and 
magazines evolved alongside, with 
some becoming increasingly lively and 
important beyond: Shenzhen’s borders 
r teer t years. This was especially true 
of the. 


| Herald and Literature, and 
particularly so i 


in-the last months of 


| it is mosti 


both Guangdong prov 
and Shenzhen praised the newspape 
for ifs increasing national notoriety. 
Similarly, Literature had con 
cultivated young, experi 
paying little heed to potential 
pereme The journal began ir 
ut went. mostly unnoticed. The 
the novelist Chen Guokai. as 3 
editor, Literature gradually ¢ 
circulation. and esteem, publishi 
30,000 copies, before its suspension, 
last issue, which now seems a sort 
souvenier of outspoken, lax times; A 
on.its cover a photograph of th 
a nude woman standing in a 
daisies. Literature also published ac 
mentary agreeing with the Fa 
Herald that Deng’s idea of retiring was 
good one. 
In January, however, everything 
changed. Theories abound about w 


yv officials in i 
lerance, Some s 
of Lin Ruo, pe 


re. pa 
abruptly Jos 








glance 
ynservatives i 
ders have come and gone from She 
yen in recent years, often aghast at the 
free-for-all tone of the place. Hence, 
Shenzhen was-a likely and immediate 
rget. Some say Shenzhen was hit sim- 
_ ply because Deng was incensed by the 
articles agreeing that he should retire. 
Other say that Shenzhen, small and 
separated from the rest of China by a 
fence, was an easy spot to use as an 
xample. 
Within a week of Hu’s fall, Youth 
Herald was closed. Shenzhen’s Mayor 
Li Hao, who had praised the news- 
paper; gave a speech condemning it. 
The speech was published‘on t5 January 
in the Worker’s Daily, shortly before 
that newspaper was closed as well. 
~ Li said the newspaper “continued to 
publish a series of articles opposing the, 
wr cardinal principles. It is a typical 
ample of bourgeois capitalism, Cer- 
people whose articles were not read 
isewhere came here and advocated 
i s liberalisation ... They want- 
to turn the special zone into their base 
| promoting bourgeois capitalism.” - 
Then, in late January, Lin attacked 






























Shenzhen university lecture: hidden reactions. 





Literature, lumping it with the two | 
roducts of bourgeois | 


» newspapers as 
liberalisation. He specifically cited the 
‘magazine’s participating.in the ‘discus- 
sionover Deng’s retirement. On 6 Feb- 





“ ruary, the party propaganda bureau in 
Shenzhen met and decided to suspend 
Literature. The list of the magazine’s 


maid 








e Writers considered unconven- 
al and influenced by Western writ- 
ing. Some now say that the propaganda 
bureau’ has. found, the. anti-bourgeois 
liberalisation. campaign a convenient 
excuse to either sack Chen altogether 
of, if the magazine is reopened, squeeze 
him out of editorial control: 
“At the beginning, everyone was 
very depressed. It was like a nightmare. 
We couldn’t believe we were going 
through this again. It felt like the Cul- 
tural Revolution, part two,” said one 
writer, “But soon, we became resigned. 
We all know what to do, what is expect- 
ed of us, how. we are supposed to act 
once we are the targets of criticism. We 
don’t even think about it much any- 
more. We jüst hide-our true feelings.” 
In:conversations with several writer 
and intellectuals, all of whom had asked 
that they not be cited by name, those 
hidden reactions tumble out: anger, a 
desire to ‘retreat and withdraw, a 
sense of betrayal’ or even a deep- 
seated sense of cynicism. Most pre- 


















Dede Oetomo in Surabaya 
ional parliament of East Java 
‘built a new headquarters 
iding in downtown Surabaya, the 
ycial capital. Taking 13 months to 
‘complete, the building was inaugurated 
on 14 March by Minister of the Interior 
upardjo Rustam. Its architectural style 
is traditional East Javanese, but it is 
equipped with modern amenities. With 
a pricetag of Rps 5.4 billion (US$3.3 
million), the edifice is reputedly the 
most grandiosé regional parliament 
building in all of Indonesia’s provinces. 
‘lt will house an enlarged legislature — 
100 members compared with the cur- 
ent 40 — after the election to be held 
on 23 April. i 
_ The gates, in keeping with the tradi- 
tional style, were modelled after those 
found among the ruins of the Hindu- 
Buddhist. M dom. (1293- 
st of Surabaya, 
complete wit air of demonic-look- 
ing, ‘club-wielding guardian statues 
(dvarapalas) posted in front. There is 


a pool ymbolically intended in the 

































e hearts and minds of par 
jans going into session. =~ 
ñt building, which has 


gate of religious rivalry 


f Javanese mysticism, to | — 





been featured.almost daily in the local 
press for the past few months, would not 


be too remarkable, despite its adding an 


imposing presence to Surabaya’s fairly 
low skyline, had it not been precisely for 
the dvarapala statues and the pool. 
Early in March, a spokesman for the 
Muslim . United Development -Party 
(PPP) faction in the regional parlia- 
ment, Mochamad Ali Kadir, aired in a 
written statement the party's soe pec 
to what he termed “the mystical atmo- 
sphere surrounding the new building.” 
He singled out the statues and pool 
as examples, stating that the demonic 
look and the clubs of the statues would 
give the impression that parliamenta- 
rians are to be feared by the people they 
represent. Dvarapalas are regular fea- 
tures of the exterior of many modern 


ublic buildings in Java, and a couple of | 


uge statues from the pre~Majapahit 
kingdom of Singasari (1122-1292) can 
still be seen a few kilometres from the 
town of Singosari, 80 km ‘south. of 
Surabaya. 

East Java Governor Wahono, a re- 
tired army general, felt almost im- 


mediately that he had to provide an offi- 





cial explanation. For one thing, the gov- 





ernor noted that the fact that the clubs 





of the statues point downwards (the 
clubs point up on many other statues) 
symbolised the open-hearted and 
peace-loving East Javanese people. He 
said the pool symbolised the tranquillity 
and peace needed by society. He did ac- 
knowledge that in the past such a pool 
would have been used to wash one’s feet 
before entering a hall, but it served a 
symbolic as well as an aesthetic purpose. 
What was never revealed in the press 
was that almost at the same time as the 
governor was giving the explanation, 
the statues were removed and the pool. 
filled with earth, probably to be paved: 
over eventually. eee 





T seemingly minor incident over 
symbols from Java’s pre-Islamic past 


. actually reflects a deep-seated tug-of- 


war between Javanese Hindu-Buddhism 
and Islam that has persisted since the 
spread of the latter to the island around 
500 years ago. It was Islam, among 
other things, that caused the decline and 
fall of Majapahit, provoking an exodus 
of the Hindu-Buddhist nobility to the is- 
land of Bali to the east. Those who re- 
mained ‘on Java embraced Islam, 












has to'a large extent been coloured 
by divisions between a more fund- 
amentalist Islam and- the syn í 
version that evolved alongside if 


































“| -talist Islam. However, Golkar 









ttitudes will “be lasting 
So far, the repercussions of the cam- 
paign on Shenzhen University have 
“been sparse. All faculty members and 
students had to. attend one meeting to 
read the party directive outlining the 
movement, but there has been no other 
organised response: Vice-president 
; Ying Qirui says the university's reputa- 
tion as a practical. plac with an-.eye. on 
business not on poli has helped in 
warding off potential criticism. Also, 
the university was created as an experi- 
ment with the bles 
leaders in Peking 
asa protective shield 





















sing that serves 


However ‘some predict that shield 
may disappear depending on who 
emerges as the new party general secret- 
ary in September, when a party con- 
gress is expected to be convened. And, 
scholar aven harsher differ- 
the ‘standard of party 
 crutiny € activities of scholars in 
henzhen and the activities of those in- 

volved in business. Many in Shenzhen 
who have business relations in Hong- 
kong have been granted multiple-entry 
“visas. No scholars have been given such 
5 er it has become almost 

e 








for scholars to visit 


: til the election this neath; that is, 
h the official acceptance of Pan- 


mass organisations, as their 
ogical basis, it should be in- 
ng to see whether those tradi- 


re syncretist Islam, and its propa- 
gat mong the ‘populace has been 
viewed by fundamentalists as that ‘of a 
rival religion. 

Golkar, the ruling political group- 
ing, has up to the present been seen as 
representing syncretist Islam, while 
PPP is aligned with the more fundamen- 









dient, 
ate ideology, by all political | past: 


swill cease to be signifi- 
ncidentally; is closer to, 








kong for conferences or research. 


Many intellectuals in Shenzhen, 
whether or not they have been tangibly 
affected, say this latest movement only 
proves that once again intellectuals are 
the customary targets, the first and most 
vulnerable group. Despite the changes 
in China since 1979 under Deng’s open- 
door policy, and despite the assurances 
that a modernising China needed and 
valued intellectuals, one young intellec- 


tual said, this movement Showed that | 
| to ieS to re 
| ideological and political control: Y 


much is the same'as it was in the days of 
Mao Zedong. 

There seems to. beca difference in 
reaction from one generation to the 
next, with older writers:and scholars 
speaking of betrayal while younger in- 
tellectuals voice a raw anger and 
animosity. “I had started to believe the 


abberation. But no, here we are again. 
Its cyclical and whenever there are poli- 
tical problems, intellectuals are the 
easiest to go after,” one man says. 
Others agree that the official toler- 
ance of 1986 was only a phase of a cycli- 
cal, contradictory attitude towards in- 
tellectuals. One’ minute they are re- 
vered, and the next they are a threat. 
From the anti-rightist campaign of the 
late 1950s to the Cultural Revolution 










east of Siirabaye and i in the Eastern Sa- 
Golkar has lost to the PPP in the 
lections. For the coming elec- 

oth parties are trying hard to get as 
many votes as they can from. among fun- 
d alist: Muslims. What i is perhaps 
f not more important is the fact 
that East Java has always been viewed 
as a key province in the elections. 









[i is conceivable that the PPP saw the 
Javanese Hindu-Buddhist symbols as 
potentially disturbing to their tradi- 
tional fundamentalist Muslim consti- 
tuency. Demanding their removal, or 


merely questioning their existence. | point. In another way, it might 








































| anger, whether young or old, conv 


| what seemed inevitable only 


| past three months in Sh 
line that the Cultural Revolution was an | 







DESDE 
campaign of 1983. the eyele 
peating, says one young intelle 
“Because of this movement, no ong 
believe in the party anymore. Ther 
much cynicism in China today.” 

Whether they talk of betrayal 


tions include a sharp edge of resign: 
tion. In the long term, many say, te 
loosening of central government c 
trols on the economy will inevitably 
loosen the 


they say, this movement shows i at 






months ago now looks like a 
faraway possibility. The party ht 
economic reform from ideole 






shown that the split is possible. 
No one knows, though, if the sp 
will widen. Perhaps the clampde 


| the publications will be the end of U 


| movement 









| newspapers. will find or be 


in Shenzhen. Soon, . th 
editors. and reporters from the 










jobs, Shenzhen’s party committee 
decide to lift the suspension on Liter 
ture. The self-criticism sessions wil en 
For intellectuals, though, Shenzhen 
not be the same. 

























would most likely remind fundamen: 
talist Muslims that the PPP, despite its 
official de-Islamisation, still caters to 
their aspirations. Evidently, the PPP 
saw its response to the new parliame 
building as a way to win fundamentali 
Muslim votes. 
Wahono, ‘as. pembina (guardian) 
East Java Golkar, apparent 
with the PPP that the statues an 
were potential rallying points for th 
ter, hence his official expla 
Perhaps by removing the state 
filling the pool with dirt, Gol 
also to remove this potenti 






























also has ‘increasingly under- o 
taken’ active ‘political work 
among fundamentalist Mus- 
lims., Further, the Nahdatual 
Ulama, which had*been the 
PPP’s main supporting mass 
organisation, has decided to 
abandon politics and. let its 
members vote for whichever 
party they wish. 

It is thus interesting to in- 
terpret the East Java parlia- 
ment building incident in light 
of these recent political deve- 
lopments, especially as it oc- 
curred less. than two months’ 
before the elections. East Java 
is traditionally a stronghold of 
fundamentalist Islam, © and 
Golkar’ has had a hard time 
getting a slim majority. Andin 
strongly Muslim areas, such as 
he island of Madura to the’ 





pete was wooing tung 
showin 


as in many 
Southeast Asian 
where open conflict 
often there is a disguise 
of-war stich as the one su 
rounding the parliament buih 
ing incident. By leaving t 
deliberately ambiguous 
an explanation stres 
direction of the 
clubs and with a silence abo 
the removal of the statues 
both Golkar and PPP p 
liamentarians will be ab 
to enter their new building 
after the election, withoul 
demons and a parfe 
pool, wearing equally inserul> 
abl e miles. 

















































































vince the Opium Wars of the 1840s, 
# both Chinese and foreigners: have 
ulled through China’s language, econo- 
y, geography, government, religion, 
ilosophy and art in a frantic search for 
yhat. being Chinese actually meant. 
hese investigations have suffered vari- 
s$ fates according to the fortunes of 
he respective governments, Inthe field 
f architecture, the result can be seen in 
he number of glossy books published in 
hina and abroad on Chinese monu- 
tal architecture, more often. than 
t under the all embracing title: “The 
ory of Chinese architecture.” 
Until recently, with the publication 
Ronald Knapp’s book China’s tradi- 
nal. rural architecture, the humble 
had been mislaid. It was not that 
e Chinese house had been discovered 
rejected as a symbol of Chinese cul- 
jüt people had failed to perceive it 
entity in their lives. Architecture is 
tly looked on as an embodi- 





ient, religion, philosophy and art. 
the tendency to disregard one’s 
home as a subject for serious reflec- 

nd to focus instead on monumen- 
al architecture was like deciding defi- 
uitely that the chicken came before the 


‘Liang Sicheng is usually credited 
ith the re-discovery of Chinese ar- 
shitecture during the early 1920s. De- 
> civil wary: invasion, devastating 
and droughts, and because of the 
rgency created by these, he scoured 


Jomage to a humble house 
hina’s traditional rural architecture —a cultural geography by Ronald Knapp. 
niversity of Hawaii Press, Honolulu. US$25. 


yf the economy, geography, gov- | K 


the countryside finding and document- 
ing what remained of that architecture. 
This is well recorded in Chinese in the 
four-volume collection of his works, 
and in the English version edited by 
Wilma Fairbank. 

Less common knowledge however, 
is the fact that Liu Dunzhen accom- 
panied Liang on most of his field trips 
and produced very similar material in 
his two-volume collected works. The 
1950s was a heady time for these two 
and for many others as the country re- 
velled in peace and their experiments 




























with anew government. Many excellent 
works were published, including what 
Knapp describes in his book as a “tan- 
talising excursion into rural architec- 
ture” by Liu. wh nape 
Unfortunately, it all:ended too soon 
with the launching. of the Great Leap 
Forward and subsequent political: up- 
heavals. Liu’s book became even more 
tantalising not only because: it was the 
first of its kind, and a very thorough in- 
troduction to the subject of rural ar- 
chitecture with the promise of more to 
come, but, Knapp says, there was virtu- 
ally nothing published on the subject for 
the next 25 years. 
Thus, Knapp’s book prompts a first 
reaction: at last! As it says on the jacket 
Knapp’s “is the first broad examination 
in English of the Chinese rural house.” 
Indeed, he has attempted a monumen- 
tal task: the history of the house from its 
inception (according to the present-day 
Chinese theory around 6000 BC), tothe: 
present-day concrete “wonders,” using 


a wide range of sources. 
Ey taking place in China today 

make research on this subject a mat- 
ter of great urgency. Many traditional 
timber houses are being destroyed and 
replaced by the spread of concrete 
across. the countryside as the govern- 
ment standardises forms in an effort to 
create a more “hygenic” and “orderly” 
environment. While Knapp points out 
that the government is making some ef- 
fort to. “incorporate the elements of 
traditional design,” commonly these at- 
tempts are merely applied decoration to 
a very uniform shape. This is illustrated 
in the.example he cites of the Zhejiang 
No. 1 design with its profusion of stepped 
gables. fe 

The book is essentially divided into 
two ‘sections: an: architectural section: 
























OETRY 


"his book. of Chinese poetry is an im- 

_portant publication, for the volume 

‘ncompasses. poetic works of the last 

hree major dynasties of China’s impe- 
] past —- Yuan; Ming and Qing, cov- 
ing the years 1279-1911) Iti 
nion volume to The Ce 

from early limes to the 
edited and translated 


oni 


mes Hera] friend to many English readers ‘since 


The musings of Mandarins 


e Columbia book of later Chinese poetry, translated and edited by Jonathan 
ves. Columbia University Press, New York. US$29.95. 





culean indeed. Altogether Chaves 
chose the works of 42 poets for this vol- 
ume, He introduced each poet with a 
brief biographical sketch, a helpful ser- 
vice to the non-specialist readers. 

The inclusion of certain poets are a- 
matter of course. A handful of the poets 
of this era are so widely known to read- 


be- almost automatic. Yuan Mei (1716- 
98) ofthe Qing dynasty, for instance, 
‘had been the subject of a biography by 
thur: Waley in 1956; and Kao Chi 

6274) ofthe Ming era became arnold 








‘ers in English that their inclusion must |. fe 
; with a more.original slate of poets, or to 











another represents another formidable 


Fritz Mote introduced him in 1962. 

Then, there were the traditional 
giants that no one can afford to ignore. 
Ni Tsan, (1301-74), for instance, “the 
most innovative painter” and poet of 
the Yuan dynasty, and Cheng Pan-chiao 
(1693-1765), one of the best known and 
perhaps the most popular painter-poets 
of the Qing dynasty, have been house- 
hold names in China. 

Chaves relied heavily on standard 
collections of poetic works compiled by 
Chinese and Japanese scholars. Thus he 
ignored a number of poets:for reasons 
other than merit. [tis regrettable that 
Chaves or Columbia did not turn over a 
few more stones. in’ order: to come up 









works in-a more. interest- 
such as by: topic.or style, 
than merely chronologically... 

nslating from:.one language to 


resent thei 


























-and a cultural geogr 
architectural section 
presentation of archaeological and tech- 

_fical facts pieced together to form a 
continuous history of Chinese rural ar- 
chitecture. The resultant history 
amounts to the standard: model ‘of. his- 
tory used in China, which despite a gap 
in evidence somewhere between the 
years 206 BC to AD. 1000, tends to 
exaggerate uniformity and continuity. 

e other section ‘discusses in an 
easy, flowing manner subjects that are 
now taboo in China'— which has forced 
Knapp to draw exclusively on examples 
from Taiwan. These taboos are the 
hierarchical family as a social organisa- 
tion andthe folk traditions associated 

}. with feng shui — “a mystical ecology 

[encompassing] an array of patterns and 

symbols to assist in the selection of pro- 

per sites for dwellings; palaces, cities, 
graves . . .” All of these influences were 
major factors in shaping rural architec- 
rebut have simply been dismissed by 
evwalina as “feudalism”-and “supersti- 
tion.” 
The reason for the vast disparity in 





„Style and content of the two sections of: || 


the. book is accessibility, to both infor- 
mation and the place itself. As Knapp 
says, the so-called open-door policy is 
not as open as it seems. Field trips, 


which are essential to such research can | 
only be undertaken in two ways. The | 
first and most common way is to be “‘és- | 
corted’ for your own safety” by an-offi- | 
uide ‘to officially | 

e alternative is, | S 


cially sanctioned 
sanctioned places. 
once in China, to just take off. Usuall 
this is the most interesting of the two, 
|. but one runs the risk of being caught and 
-suffering the consequences, Taiwan on 
the other hand remains open to most. 


chitectural section of the book Knapp 
has used the only other major sources 
available. For the bulk of the pre-1949 
history, he has virtually presented the 


task: Here, Chavesis without any doubt | 


a master in both Chinese and English. 


He understood the original poems, and | 


insisted upon an exact and literate trans- 

~ lation for each. He also tried, as much as 

_ possible, to conform to Western ideas of 
‘what a poem should be, with rhythm 
and rhyme. As a whole, the. transla- 
tions, though not. always~ conveying 
Wee mood of the original, are excel- 
ent. 


haves, as a teacher of Chinese liter- 

ature, language and art ata number 
of universities and currently associate 
professor of Chinese at George Washing- 
ton University, is totally at home in 
Chinese language and culture. He 
would have done well to remember that 
not-all his readers are so well versed. It 
would have added immensely to their 
understanding and enjoyment had there 
een some explanatory notes. 





jiven this inaccessibility, in the ar- || 








reader with a translation-summary of 
Liu’s Zhongguo zhuzhai gaishuo (Intro- 
duction to Chinese dwellings). Some- 
what coyly, Knapp acknowledges his 
use of Liu’s book by citing direct quotes 
and illustrations, this gives little indica- 
tion as to the extent of his reliance on it. 

When Knapp discusses rural hous- 
ing in contemporary China, he has 
had to rely on government publications 
such as the Peking Review and the 
China Daily. As Knapp himself recog- 
nises when he says of the statistics he 
quotes: “This figure, however, masks 
considerable variation in China's coun- 


tryside.” 
T: cultural geography section. un- 
fortunately only comprises two of 
the six chapters. Its lucidity and-appeal 
lie in the fact that the author had already 
done’ extensive work on Taiwan. He | 
also was assisted by the availability of 
textual sources both in and about 
Taiwan, However, the result-is that he 
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joint-dwelling courtyard. 













sion and 
Taiwanese rural architecture are two” 
distinct entities. s 

The author appears to have attempt: 
ed to stretch his wings by viewing hous- 
ing from the mainland point of view and 
adding the example of Taiwan to sub 
stantiate his theory. The book migh 
have made a more valuable contribu- 
tion, to the understanding of Chinese. 
rural architecture if he had expanded on 
his considerable knowledge 
Taiwanese rural architecture 
applied it to the mainland. 

China's traditional rural architecti 
is in essence a collection of the authors 
own works and that of others on which 
he makes little or no judgment. It is le 
to the readers themselves to de 
whether his method, not unlike a ¢ 
and paste exercise, was correct, T 
book, therefore, appears to have been 
written for aninformed audience, poss 
bly an academic one. 

Discontinuity. of the. text is mad 
conspicuous by the many repetition 
such as the word “tantalising” and s 
jects such as structure. Besides thi 
there are contradictions inthe book, 
For example, Knapp writes, “Chine: 
EaR nonetheless built with anindit- 
erence to permanence .. .” But less 
than 10 pages later, he writes, “Bu 
with an eye to the future, the dwellii 
suggests more than lifetime occupancy 
and binds a family to .a locale.” 

- Innormal academic circles, such ex: 
tensive use of someone else's work as 
Knapp’s use of Liu’s would be c 
demned in scathing terms. Howeve 
Knapp should be commended for br 
ing this valuable Chinese source ¢ 
previously starved audience. For tho 
who will inevitably wish toe build on 
“preliminary effort” the going will 
harder. as they will be obliged to take 
the risks involved in the field work. 
~~ Antoneto Lee 
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Chinese poets were often painters.as 
well, and they inscribed poems on paint- 
ings to express even more cogently the 
feelings of the painter. It is understand- 
able that high cost prohibited reproduc- 
tion of more paintings; butit is regretta- 
ble, nevertheless. Ni's poem, entitled 
“Wing among the trees on.the stream 
bank,” is more, enjoyable because the 
painting on which it is inscribed. has 
been reproduced: ` 

Other verses, fortunately, can be ap- 
preciated without :pictorial support. In 
“Mourning for my son,” for instance, 
Cheng ‘succeeded in transmitting the 
sadness of the poet in mourning for his 
young son: >- 

At the dawn 
gruel, and so you 

grew; ee & z 

now, fullof shame, I face you — my 
son = tears. 
„tears streaming down my face. 


a 


of your life, ‘you ate 


















Today I peur 
as an offering: = 
can T call you back; to taste iragain? 
Itisnot difficult to understand why 
Chaves chose to use the term “gruel in- 
stead of “congee” because “gruel” 
rhymes with “grew.” Butwhy he chose 
to translate the sentiment of the father.ag 
“shame” is difficult for readers to fatho 
without amexplanatory note ortwo, 
Alb readers can earn: the sent 
mentin this poem by the Ming poet, 
painter and calligrapher, Tang Vin 
(1470-1523) inscribed on apainting: oo 
On the mountain, old trees, still green 
in autin a 
Below the mountain, a fishing boat, 
moored in shallow i gu 
waters. = : i 
A flute, alone in the moonlight, hear 
by na one else: EENEN 
_ he plays it by himself for 


youaspoonfid of ariel 



























hear... 


















































By Charles Smith in Tokyo 


J apanese institutions appear to have 
cut back sharply on their investment 
in US Treasury bills in March as trust 

banks and life-insurance companies 
adopt a bearish view of both the US 
bond market and the value of the US 
dollar itself. Until recently, purchases 
of US bonds by the Japanese — worth 
an estimated US$46 billion last year — 
_ was one of the main props of the deficit- 
ridden US economy. 

Some of the funds which are no 
Jonger flowing into US Government 
bonds are being invested in US equities, 
Japanese securities companies say. But 
even more aré staying at home. The 
overseas investment manager of one of 
the top trust banks told the REVIEW that 
he company had decided to put 80% of 
is yen-based investment funds into Ja- 
panese securities instead of splitting 
domestic and foreign investments in 
roughly equal proportions, as the bank 
‘was doing in.1986. — 

— This policy is expected to be main- 
tained until it becomes clear whether or 
not Japan and the US are on the way to 
sorting out their bilateral trade prob- 
lems. Failure to settle frictions over 











trade and economic policies would 
mean that the dollar was headed down 
further against the yen, perhaps to a 
level of ¥100-120:US$1 within the next 
two to three years. In that case the 
bank would continue to think twice 
about putting money into US securi- 
ties. 

According to estimates by the Japan- 
ese securities industry, the US ac- 
counted for about 65% of the US$53 bil- 
lion worth of net investments in over- 
seas bonds made by Japanese institu- 
tions in 1985 and for about half the 
US$93 billion worth of bond purchases 
made last year. In January and Feb- 
ruary this year, net foreign-bond pur- 
chases continued at a high level, with 
the US once again figuring prominently 
—- it probably absorbed nearly half of 
the net purchases, worth US$10.4 bil- 
lion, made by institutional investors in 
January and about the same share of 
February’s US$9.4 billion worth of 
bond purchases. But for March, unoffi- 
cial securities company estimates 
suggest there was a sharp downturn 
both in the overall amount of invest- 
ment and in the US portion. 
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Japanese investors shun US bonds as the dollar fall continues 


The yen stay at home 
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Preliminary figures collected by one 
company suggest a net total of only 
US$2-3 billion during the month, with 
almost all the money flowing into Cana- 
dian dollars, sterling, Deutschemark 
and other smaller Western bond mar- 
kets. The changed attitude of Japanese 
investors towards US Government 
bonds became dramatically clear at the 
end of March when they accounted for 
2-3% of the bids at an auction of short- 
and medium-term bonds held by the US 
Treasury. At a previous auction held in 
February, 20% of the bids came fron 
Japan. 

Japanese securities dealers say “spe- 
cial factors” may have contributed to 
the swiftness of the change from Feb- 
ruary to March. The February auction 
included bonds with long-term 
maturities of 10 and.30 years which tend 
to be preferred by Japanese investors 
over the shorter maturities which were 
offered in March. Apart from that, the 
February auction was the first in which 
Nomura Securities and Daiwa Securi- 
ties were allowed to act as primary deal- 
ers in the US market. An industry 
source says both companies celebrated 

















this event with “once on 
sales drives which may have 
left their customers exhausted 
the next time round. 

Another widely noted point 
concerns the effect of window 
dressing on bond purchasing 
patterns. Japanese banks and 











WHERE THE MONEY WENT 


dapanese investment in T 
foreign securities | 





securities companies, whose 
business results close at the end 
of March, tend to prefer to re- 
main liquid in the final weeks 





Luxembourg | 
(% share} J 








of their financial year, thus 
buying fewer bonds than usual 
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merely 20-30% of the Wall 
Street bond market. 
Yields in some of th 
er non-US markets 
quite high, and currency rish 
are generally considered to be 
less than in the case of the US 
dollar. Rut investors are afraid 
of not being able to ge 
quickly in the event, say, of a 
Labour victory at the British 
election. Other “safer” mar 
kets like those of West Ger- 
many and Switzerland offer 
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or actually becoming net sell- 
ers. The window-dressing fac- 
tor will have disappeared: by 
May when the next quarterly 
auction of long-term govern- 
ment bonds is due. 





ore to the special factors, in- 
volved securities dealers hope for a 
partial return of interest at the May auc- 

on. But the massive paper losses suf- 
„ red by Japanese institutional investors 
on the bonds they were holding in 1986 
seem bound to keep temperatures cool 
for the time being. According to a secu- 
rities company source, Nippon Life In- 
surance, the largest of the Japanese life 
companies, will report some ¥400-500 
billion (US$2.7-3.4 billion) of exchange 
rate-related evaluation losses on its 
overseas investments in its March 1987 
results. 

Capital gains on sales of Japanese 
stocks more than made up for the over- 
seas loss, the same source believes, but 
big insurance companies such as Nippon 


. 








REVIEWTABLES 


seem unlikely to rush into US bonds if 
there is an alternative investment. One 
problem facing such companies is that 
European, Canadian and Australian 
bond markets are too small to provide a 
realistic alternative to the US market. 
On a rough scale of comparison, the 
combined capitalisation of “other” 
Western markets is equivalent to 


HOW THE US PAID ITS 














such low yields that investment 
managers tend to feel they 
might just as well keep their 
money at home. 

One immediate result of 
wagta Cisillusionment with US bonds 
is that the rush of money into Japanese 
Government bonds is forcing down 
yields on the domestic markei. On 2 
April investors in a typical 10-year. Ja- 
panese Government bond could expect 
an annual return of 3.995%, the lowest 
level in history. Rather than sink money 
into Japanese bends at this rate, the 
trust-bank investment manager quoted 
previously says he prefers the risks of a 
ride on the Tokyo stockmarket, over 
priced though it is now generally consi- 
dered to be. 

But the problem of finding new des- 
tinations for the tens of billions of dol- 
lars Japanese institutions have to invest 











| every month may not be nearly as seri- 


ous as the challenge of financing the US 
budget and current-account deficits 
without Japanese money. A reduced 
















































akening anyway in the domestic 
conomy, More awkwardly, a shortage 
f Japanese money poses anew threat 
the dollar, unless. matched by in- 
reased flows of funds from some other 
ource (such as dollar purchases by the 
intral bank through exchange-market 
ntervention). 
‘The crucial importance of private in- 
estmentin financing the US balance- 
f-payments deficit is apparent from the 
igures for capital movements in 1986 


nto the US of US$81 billion, against a 


urrency hit what was then a historic low 
point against the yen, a net deficit on 
capital account actually served to rein- 
‘orce the negative pull caused by the de- 
ficit on visible trade and services. The 































Currency dealer: dollar dilemma. 


Jollar gap in 1977 and 1978 was plugged 
by foreign: central-bank intervention, 
which, at least in 1977, virtually equal- 
led the combined deficits on trade and 
the capital account. — 
Japanese economists and imvestment 
managers do not expect to see a repeti- 
ion in 1987 of the negative foreign in- 
_vestment: balance which marked 1977 
nd 1978, if only because major Japan- 
e institutional investors know that the 
eing of the US economy is, in the 
ong run, essential to Japan’s own eco- 
nomic health. Having noted this basic 
int, however, Japanese analysts go on 
‘to doubt the extent to which private in- 
__-vestment alone can continue to fund US 





debts ce N 
ext phase of the weak dollar 
ivei e in centralbank 





hich show.a net private capital inflow | 

































By Jose Galang in Manila 


ith its annual mid-May general 

meeting approaching, Philippine 
industrial leader San Miguel Corp. is 
under pressure to work out a solution to 
the maze of problems caused by the con- 
troversial sale of a third of its outstand- 
ing shares of stock. It has reached agree- 
ment on the price it will pay to retrieve 
the disputed shares and signed up 
another prospective buyer for part of 
the block of shares. 

However, it still has to convince the 
Presidential Commission on Good Gov- 
ernment (PCGG) that the transaction 
will not benefit former president Fer- 
dinand Marcos or any of his business- as- 
sociates who used to control San 
Miguel. The PCGG has threatened to 
exercise options on the shares, which it 
has held under sequestration for a year, 
and elect eight to nine directors in the 
company’s 15-member board. 

During the first week of April, the 
San Miguel board of directors approved 
a compromise agreement with the Unit- 
ed Coconut Planters Bank (UCPB), 
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Next stop 
Wall Street 


Malaysia offers foreign investors 
anew tax-exempt fund 


By Nick Seaward in Kuala Lumpur 

he long-awaited Malaysia Fund ap- 

pears about to become a reality. A 
registration statement for the Malaysia 
Fund Inc. was filed during the first week 
of April with the US Securities and Ex- 
change Commission (SEC) and the for- 
mal offering of shares is expected to 
take place next month. An application 
has been made to list its shares on the 
New York Stock Exchange. 

The fund will be a closed-end invest- 
ment company, the main purpose of 
which will be to invest in Malaysian-in- 
corporated companies listed on the 
Kuala Lumpur Stock Exchange 
(KLSE), though unlisted companies 
will also be eligible. Announcing its form- 
ation in Kuala Lumpur, manag r div 
rector of Arab-Malaysian Merchant 
Bank (AMMB) Datuk Malek Merican 


| said that the initial share offering will be 
“ US$60 million, rising to a maximum of 


US$69 million if the issue is over-sub- 
scribed. About 80% of its investments 











Mired in the past 


‘Marcos’ legacy still blocks the sale of San Miguel shares 





which holds the block of 38.1. million 
shares in trust pending final determina- 
tion of their rightful owners: Under the 
agreement, San Miguel will re-acquire 
the shares at a price of P126 (US$6.15) 
each, or a total of 24.8 billion. The ag- 
reed price is more than the P125 that 
the bank had been asking for, and the 
P100 originally agreed upon in April 
1986 when the bank was still controlled 
by officers identified with Marcos and 
his associate Eduardo Cojuangco, who 
headed both UCPB and San Migue 
until Marcos was ousted. hee 

‘(he compromise also provides for an 
offsetting arrangement which allow 
UCPB to retain shares equivalent to th 
amount of San Miguel claims against. the 
bank — 2500. million: -paid as: a 
downpayment in April 1986, 2500 mil- 
lion worth of UCPB. preferred. shares 
that San Miguel holds, 2210 million in 
uncollected dividends on these shares 
for 1984-86. and P400 million in ad- 
vances made by San Miguel to com- 
panies which UCPB also owns. 


are expected to go into listed securities. 

Through a wholly owned subsidiary, 
AMMB will be the Malaysian invest- 
ment adviser to the New York-based 
manager of the fund, Morgan Stanley 
Asset Management Inc. AMMB will 
also be a lead underwriter of the share 
issue, together with Merrill Lynch Capi- 
tal Markets, Morgan Stanley Inc., and 
the International Finance Corp. (IFC), 
the World Bank’s equity investment 
arm. i ae ee 

The exact role of the IFC in the fund 
is unclear at this stage, though as in the 
case of the Thailand Fund launched in 
1985, it is expected to take an equity po- 
sition and will almost certainly have rep- 
resentation on the board. The IFC was 
also signatory to a memorandum of 
understanding on the sponsorship of the 
fund, together with the Malaysian 
Ministry of Finance and AMMB. 

The blessing of the Ministry of Fi- 
nance is believed to have been crucial to 
getting the scheme off the ground as di- 
vidend payments to overseas sharchold- 
ers are normally subject to a 40% with- 
holding tax. It is understood that the 
ministry has agreed to waive the tax on 
investments made by the fund — a fac- 
tor which should become a major selling 
point of the prospectus to be issued in a 
few week's time. 

_ Although it is believed that the IFC 
has been promoting New York as an in- 
vestment centre to counter the growing 
popularity of London, Malek said that 












































T k that will be r 

-| UCPB is in line with San Miguel's dis- 
-| persal proposal for the disputed shares. 
The. proposal also calls for the separate 
sale of 2.5 million shares to San Miguel 
employees and 19 million shares to “two 
or more. institutional. investors.” The 
latter feature of the scheme has at- 
tracted a number of foreign bidders, in- 
cluding Bond Holdings of Australia. 


Th 





a Toe the end of March, San 
too Miguel and Bond agreed tentatively 
“4. that.the Australian group would buy 
-cinto San-Miguel at a price of P125 a 
| share (REVIEW, 2 Apr.), while other 
prospective buyers could only offer 
| £100 a-share. Sources say that the two 
| may even-set up a joint-venture com- 
pany in the Philippines to qualify for ad- 
ditional investments, given that Bond it- 
self is limited to only the B shares of 
local companies: (The block of 38.1 mil- 
lion shares is divided into 23.44 million 
| ommon A and 14.66 million common 
_ $ shares. Under Philippine law, for- 
gign investors may buy only B shares, 
which are limited to just 40% of total 
capital.) 
< The most. difficult task for San 
Miguel remains to convince PCGG that 
the proposed programme for the 38.1 
| million shares will not secretly benefit 
“Marcos and his associates. PCGG chair- 
man Ramon Diaz was sceptical when 





















- actual sellers and buyers are. 
















ucried by reporters on the deal bes- 
tween San Miguel and UCPB. His 
doubts persist because of an earlier de- 
cision by the San Miguel board to trans- | 
fer a loan that was acquired by the firm’s 
Hongkong subsidiary, Neptunia Corp., 
to the parent company’s books — which 
was not reported in the minutes. Diaz 
says his main query remains on who the | 










At UCPB, where a separate: probe 
on, ownership. is. going on, coconut-in- 
dustry officials have noted. that about 
60%. of the outstanding shares are 
owned by only 32 families, debunking 
claims by past UCPB officers that the 
bank was owned by the country’s 
coconut. farmers. The bank was set 
up in 1975 with the use of a levy on 
coconut products collected from the | 
farmers, ; | 
San Miguel will also have to reckon 
with a suit filed by a PCGG-appointed 
director, Eduardo de los Reyes, before | 
the Securities and Exchange. Commis- | 
sion. The director charged San Miguel 
officers identified. with chairman and 
president Andres Soriano HI of “bad 
faith, lack of care, breach of fiduciary 
duty, disloyalty and unlawful acts” in 
connection with the assumption of the 
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Neptunia loan by the parent company. Genial eg | S898 50 

The commission has. given’ the San ee 
Miguel officers until mid-April to ans- SURFACE MAIL RATES 
wer the charges in the suit. oa aen a 
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| I KLSE: introduction for foreign investors. 


the decision to base the fund in New 
York was taken “because we would like 
to develop links with the US more — we 
< [already] have quite good links with 
n.” He added. that it was. also 
| hoped that Japanese and continental 
- European investors would invest in the 
fund. Meanwhile, some Japanese banks 
-are expected to join the list of under- 
writers of the issue. 
The Malaysia Fund does not mark 
the opening-up of the KLSE to overseas 
investors. Conceding that there has 
been nothing to stop foreigners from 
buying Malaysian securities up until 
now, Malek said however, that “we feel 
American investors have not really 
looked at the market.” Asked why Mor- 
gan had been chosen as. the manager, 
the AMMB m ing director said that 
the IFC and AMMB had examined a 
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number of potential managers but had 
decided in its favour because it manages 
more than US$10 billion and was de- 
veloping an interest in Southeast Asia. 
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With a maximum of US$69 million to ee uae. le 
invest, the Malaysia Fund is hardly | Ci aba Mitti di ladpcaeat-ains 
going to set the KLSE alight, represent- | US$24.96 HKS 105. For alrmall delivery, 
ing only a fraction. of total market please add: USST/HKSGSS ; 
capitalisation of M$80 billion (US$31.9 | |, OOO marie 





billion). However, Malek said that the 
main benefit of the fund will be to 
familiarise overseas investors with the 
Malaysian stockmarket scene. 

No one Malaysian stockbroker has 
been chosen to. handle the fund’s ac- | 
count but Malek conceded that his own 
bank’s 61%-owned subsidiary, Arab- 
Malaysian Securities.is “very keen not 
to be precluded” from the sizeable 
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amount of new business the fund is ex- 
pected to generate. .. o 




















ith US sanctions against Japan for 
aving failed to live up to an agree- 
nent on semiconductor trade about to 
come into effect, a new battlefront has 
developed over allowing foreign com- 
panies to compete in Japan’s telecom- 


ompanies earlier promised access to 
he Japanese market, congress. is like- 
y to push for mandatory retaliation, 
along the lines. of the semiconductor 


which is equally involved in 
10one industry dispute because of 
blocked plans by Cable and Wireless 
C&W) to enter the Japanese market, 
lready indicated it is considering 


cial markets. unless Tokyo lives up to a 
1985 agreement, subsequently em- 
bodied in legislation, to allow foreign 
companies a one-third slice of the Ja- 
nese telecommunications market. 


President Reagan. wrote what 
ces described as “a strong letter, 
sual for the- Ron-Yasu relation- 
ip,” to Japanese Prime Minister Yasu- 

asone urging him to stand by his 
y's pledge to liberalise the tele- 

ommunication: business... A bill spon- 
sored by Senators John Danforth and 
oyd: Bentsen, respectively minority 
d majority leader of the Senate Fi- 
nce Committee — which is likely to 







like Japan: 

The bill requires the US trade repre- 
entative to identify within four months 
countries thatdeny US télecommunica- 
ions firms: reciprocal access to their 
markets and/or fail to give agreed bene- 
s$. For a country like Japan, which has 
telecommunications agreement in 
lace, US retaliation will be mandatory if 

he agreement is not being met. 

The reason for the rising congres- 
ional anger is the feeling, as one senate 
ource putit, that “the Japanese cannot 
simply be trusted to keep their own 
word.” . ; 
Britain has been even more blunt in 
explaining its.anger with Tokyo over the 
‘issue. In the House of Commons, Trade 
‘Minister Alan Clark, when asked what 

dence there was.that Japan was hon- 

ouring its undertakings to allow foreign 
cess, replied simply: “None.” 

é declared: “There is a limit to the 

nt of time that Britain can go on 

ing cricket while the other side go 


























Poor connections 


Japan accused of reaking promises on phone market 


ng Japanese access to British finan- | 


The REVIEW has learned that on 1 | 


included in the tough omnibus trade — 
bill — calls for retaliation against coun-: 


By Nayan Chanda in Washington and James Bartholomew in London 


“do to the Japanese what they do to us.” 
He replied: “I wish I could.” 

At the heart of the latest dispute is 
the question of foreign participation in 
Japan’s international telecommunica- 
tions service, which is currently 
monopolised by Kokusai Denshin 
Denwa Co. (KDD). With the liberalisa- 
tion of international telephone services 
~~ in line with the 1985 agreement which 
called also for abolition of Japan’s tele- 
communications monopoly two 
major contenders emerged for the right 
to compete with KDD. One was Inter- 
national Digital Communications Plan- 
ning (IDCP) in which shareholders 

















are Japanese trading house C. Itoh 
(20%), C&W (20%), Toyota Motor Co. 
(10% ), California-based Pacific Telesis 
International (10%), Merrill Lynch 
(3%) and a number of other Japanese 
groups. The other group, International 
Telecom Japan, is a consortium made 
up of major Japanese trading houses 
and bis de companies with no experi- 
ence in telecommunications. 

IDCP proposes to use a planned 
fibre-optic cable linking Japan with the 
US West Coast and Alaska (to be 
owned by C&W and Pacific Telecom of 
the US), while its rival plans to lease 
existing satellite circuits from KDD. 
KDD itself plans to add a new fibre- 
optic cable to the link between Japan 
and San Francisco via Guam which it 
currently operates. 

Arguing that there is only room for 
one more company aside from KDD, 
the Japanese Government has tried to 
merge the two contending companies 











ter to. the Japanese minister of posts and 
telecommunications,: while US Trade 
Representative Clayton Yeutter wrote 
to the Japanese ambassador in Wash- 
ington charging violation of the prior 
agreement. a ; 

Within five days the senate passed a 
resolution calling: for “appropriate ac- 
tion.” The Japanese.Government re- 
portedly “argued thatthe ceiling was 
being respected by offering a 3% share 
to each of 11 foreign companies.. How- 
ever, in the face’of sharp criticism, the 
Japanese Government “has proposed 
setting up a consortium with a core of 
eight Japanese and foreign firms with 
equal shares each. And instead of turn- 
ing down the idea of laying fibre-opti 
cables which would give C&W round 
the-world linkage, the Japanese will 
simply authorise a feasibility study of a 
cable link. Prompted by US Govern- 
ment and congressional leaders, US 
companies have turned down the pro- 
posal. US sources say that C. Itoh, too, 
has been unusually firm in resisting 
Tokyo’s pressure. 






























M ost importantly, Reagan has impli- 
citly opposed the latest Japanese 
proposal. According to well-placed 
sources, in his 1 April letter, Rea- 
gan told Nakasone that there should 
“be no new limitation on construc- 
tion of facilities and scope of participa- 
tion,” 

“The immediate cause of British ire is 
the treatment of C&W. Under the 


terms of the Japanese “compromise,” 


which would: see the two consortiums 


merged, C&W’s share would have been 
“reduced to 3%. After protests from Bri- 





tish Prime Minister Margaret Thatcher 
and US officials, C& W has been offered 
a modest improvement in terms. The 
company seems certain to reject them as 
inadequate. 

Even before the two rivals had sub- 
mitted their proposals, IDCP was under 
pressure to dilute its holding by a 
merger with the other consortium. 
What made this particularly infuriating 
was that the rival intended to lease 
KDD’s spare satellite capacity. In the 
view of C&W, the other consortium did 
not represent a genuine alternative to 
KDD and would not introduce real 
competition. 

` Thatcher has said that the C&W bid 
is a test case to establish how open the 
Japanese market is. The British Gov- 
ernment is actively looking for ways in 
which it could, if the Japanese response 
is unsatisfactory, retaliate: But retalia- 
tion is not easy. Britain is restricted:-by 
the Gatt and also by its commitments as 
a member of the EEC (the EEC 
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ts’ trade policy). 
|. The most widely 
‘has been a refusal to-grant licences to 
any more Japanese: banks in London. 
» The government has pointedly hurried 
up the process by which parliament will 
grant.it the power to refuse or withdraw 
licences to banks and insurance com- 
panies from countries which do not have 
reciprocal freedom for British financial 
institutions. -In theory: this power is.in- 
tended exclusively for retaliation against 
protectionism in financial services. But 
the government is happy for people to. 
speculate that this power may be 
“covertly used for retaliating if C&W is 
not given a “fair” deal. 

But even here, where there’ is: no 
problem with Gatt or the EEC, the Bri- 
tish cannot. act:-without hesitation. The 
Bank of England opposes this threaton 
the grounds that the exclusion of Japan- 
ese financial institutions would damage 
ondon asa financial centre. 

Another possible response is to 
_ “play dirty” as the British think the Jä- 
panese do. For example, approval of Ja- 






























| British, for the time being, instinctively 
recoil from that sort of thing. They be- 

_ lieve that the demand to Japan to'play: 

. fair would be undermined if they then- 
` selves started cheating. ae 

: > That leaves combined action on:the 





panese electronic goods in retaliation for 
non-adherence to the semi-conductor 


the EEC could take along time. 


: C&W deal, then the current anger with 


again did not support their angry. words 
„with action. But action is steadily be- 
` coming a more real possibility. The 
mood has changed in Britain.in the past 
few years. The issue used to be whether 
to retaliate against: Japan: The ‘issue 
now is how to retaliate. 


| & Charles Smith writes from Tokyo: In- 
"| tense political pressure from Britain ap- 
< pears to have: produced a. significant 
‘shi apan’s attitude towards foreign 
| participation in its :international. tele- 
| communications industry. But impor- 
:| tant questions: still remain to be settled 
| about the role that C & W may beal- 
| lowed to play, . i : 

A compromise proposal put foward 
on 2 April by the chairman of a. commit- 
tee -on..telecommunications attached 
to the. Keidanren, Japan’s top big busi- 
ness federation, offers the British com- 
pany the chance to become one of eight 
core members of a soon-to-be-estab- 
‘lished private group which would com- 
pete with KDD, the existing interna- 

| tional telecommunications monopoly. 















canvassed response. 


© panese telephone handsets for sale in 
Britain could be slowed down: But'the 


part of the EEC countries, possibly in 
_ deliberate contravention of the Gatt ee 
“some see the US retaliation'against Ja‘, 


agreement). Agreement on this within | 
“If the Japanese climb down over the | 


| Japan will be dissipated. It may then | 
_ seem that Britain and the EEC once 





partner, Pacific’ : 
have a director on the board and a 
| shareholding equal to those.of the Ja- 
panese participants. The newly formed 
company, however, would have to de- 
cide whether or not to opt for construc- 
tion of a new trans-Pacific optical fibre 
cable which C & W sees as being the key 
to participation in the Japanese market. 
Without anew cable of its own the com- 
pany would have to rent cable’ or satel- 
lite space from KDD, thereby becoming 
| dependent on its main competitor for its 
ability to provide a service. ©. 

‘The new private-sector: telecom- 
munications groups which have been 
established to compete with Nip- 
pon Telegraph and Telephone (NTT) in 
Japans domestic telecoms market will 
be renting space on.NTT local lines to 
reach subscribers who will then be con- 
nected to their newly established: trunk 
networks. This implies: some inter- 
dependënce between ‘the two ‘groups, 































































not the same thing, according to 
C & W; as depending on your competitor 
for. your entire. telecommunications 
infrastructure. > o 

The Ministry of Posts and Telecom- 
munications: (MPT), which has beén 
coordinating »moves ‘to decontrol and 
privatise. Japan’s  telecommunications 
industry, says C & W’s proposed trans- 
Pacific: cable link is “unnecessary” be- 
cause-enough cables exist already. Its 
real objection, however, is believed to 
be:to the idea of one group owning an 
advanced optical fibre link which might 
be chéaper. to. operate and more effi- 
cient than the copper trans-Pacific ca- 
bles owned by the 23-company interna- 
tional consortium which includes KDD. 

MPT officials told the REVIEW that 
the idea of a single telecommunications 
operator having sole use of a cable was 
“unusual.” This is despite. the fact that 
ownership of the new cable would al- 
most certainly be distinct from the com- 





| government. 
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| 
| 











si foreign m 
agement of a newly formed teleco 
munications enterprise is that foreign 
ers may have seats on the. board, bu 
that a 20% equity stake (the share origi 
nally demanded by € & W) combine 
with “senior executive responsibilit 
would run counter to a clause in Japan 
two-year-old Telecommunications. Bt 
ness Law, which states the govern | 
ments “concern” about allowmg for- 
eigners to hold a core position ina teles. | 
communications company. What the 
ministry does not stress is that another 
clause in the same law seers to let: 
eigners in. Article 11 of the 1985 

| 
| 
| 



















| says that foreign interests. may cont 
up to a third of one of the new priva 
sector telecommunications compan 

Because of its doubts about-al 





| C & W to acquire “control,” the 
| still insists on-a merger between Co& 
| W's proposed joint telecoms ventar 
| with the Japanese trading comp 
C..Jtoh and Co., and International 
com Japan, an all-Japanese ventun 
which is the other proposed new entrant 
in the international telecoms field. But 
the terms on. which the merger takes: 
place could:ch: nge as a result of pres- 
sure being applied by Britain. _ 
B eats to withdraw Japanese 
ice London, though not 
explicitly linked to the telecommunica: 
tions issue, seem at least to have | 
Japan's p aware of the gravi 
with which Britain views the C & 
case: Some of this concern:may hav 
tered through to. the MPT thot 
theory, the ministry retains th 
to settle the telecoms. issue as 
without reference to other parts ott 





































~The danger of Britain’s attempt to use 

the position of Japanese banks in Lon 

don as a means of twisting Japan’s arm 
City of Lone 







orY other matters is that the 
don itself could be hurt. In.con 
the British banks and securities © 
panies which are drawn to Tokyo by 
sheer weight.of money in the’), 
economy, Japanese and other Torei 
banks see London asa convem 
to locate their Europear 
rather than as the only option. 
The risk of driving Japanese banks 
out of London probably explains why 
Michael Howard, the minister for con: 
sumer and corporate affairs, declined 
say that changes in the British financia 
services law which could af 
cences of Japanese financial instituti 
had any connection with C & W wi 
he visited Tokyo in early April. 
Howard, however, did his best 
sound threatening withdut being too 
specific. During a hastily arranged visit 
to the MPT he told the Minister of Post 
and Telecommunications. S o 
Karasawa, that he was certain b 
(Karasawa) “would not want to be f 
sponsible for a deterioration in relati 
between ourtwo countries >. .° 
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njab looks to industry to 






















injab is India’s richest state in terms 
f per capita income; yet, paradoxi- 
, it suffers from a malaise that is 
rily economic’in its origins, in the 
if Punjab: Finance Minister Bal- 
Singh: The agricultural “green 

olution”: that propelled Punjab to 
rosperity in the 1960s and 1970s failed 
et off industrial development that 
reate jobs. The result is a drift- 
ass. of educated, unemployed 
i with no way of meeting their 
Ctations — a fertile field for 


ag ed the state for the past five 
Ps 1987-88 budget speech 


ed for rapid industrial ex- 
Perhaps idealistically, he envi- 










estment to the tune of about Rs | 


‘(US$1.94 billion) -by both 
central governments. Only the 
tor can undertake projects on 
he feels. Punjab’s pri- 
lustr tend:to be'relatively 
nder-capitalised, sectorally and 
phically: over-concentrated and 




















rom outside. Major Indian busi- 
houses remain leery of venturing 
ito the Punjab turmoil. 


n has so far sunk Rs 3.8 billion into 
me 57 public undertakings. An addi- 
nal Rs 2 billion worth of projects is 
r construction, with Rs 5. billion 
inthe: pipeline. To finance its 
of the public investment drive, 
lwan adds, Punjab needs far more 
loney. He demanded that states. gain 
j credit and capital markets in 
portion to their contributions to the 
nding bases of nationalised banks and 
nancial institutions. Well-off states 
ke Punjab also deserve a bigger cutof 
the tax revenues they generate, most of 
which currently go to central coffers, he 
said. 
So far such appeals have. received 
short shrift in. New Delhi, which faces 
urgeoning budgetary deficits of its own 
(Review, 12 Mar.). After shelling out 
so much to police in Punjab, the central 
overnment is im no mood to lavish 
development money on a rich state 
here the opposition: Akali Dal, for all 
its internal bickering, seems well en- 
ied in office. Prime Minister Rajiv 
ndhi’s advisers feel they can get more 
cage, in terms of poverty. alleviation 
and political patronage, by diverting re- 
jlirces to needier constituencies... 
_ Balwant: retorts that, through such 
ighted policies, “the more 
will-be:penalised and over: 
































turmoil 


on big subcontracting con- | 


Punjab’s state investment corpora- » 


divert its rebellious youth | 






growth of the [national] economy will 
be unduly constrained, so that in the 
end nostate will gain.” 
Enhanced revenue alone, though, 
will not be enough to get the state mov- 
ing again industrially. Balwant wants 
New Delhi to site more of its massive 
and free-spending public sector plants 
in the Punjab. The old security argu- 
ments against building industrial instal- 
lations so close to the tense Indo-Pakis- 
tan border no longer make sense, he 
says. In an era of hi-tech arsenals and 
long-range strike capability, factories 








exchange: booming. 


near the frontier are no more at risk 
than those in the heartland. 





or starters, he suggests the Rs 17 bil- 

lion gas: pipeline now. under ‘con- 
struction in neighbouring Rajasthan be 
extended to reach Punjab — which 
could, incidentally, help out the plastics 
business.of Balwant’s family, note. ob- 
servers in Chandigarh, the state capital: 
But the finance minister is eager toen- 
courage private investment, with lures 
includedin the latest state budget: sales- 
tax holidays, 75% land subsidies, elec- 
tricity-duty exemptions, capital. sub- 
sidies for power-generating equipment, 
éxport incentives and more. 
‘~ Balwant’s. incentives. and upbeat 
talk, though, spark little enthusiasm in 
Ludhiana, the state's main industrial 
centre.. Businessmen, ‘mostly Hindu, 








|, ders. But the: 








[privately doubt there is much the state 






state officials like. Industries Secretary 
Ajit Singh Chatha admit that, while 
Punjab. industrialists: may be dissuaded 
for now from: pulling out of the state, 
their investment priority is. likely to be 
setting. up ventures elsewhere . as. a 
“lifeboat.” ; ; 

Such out-of-state investménts may 
well have gobbled up a:sizeable chunk 
of the 50% across-the-board credit line 
increase that nationalised’ banks have 
been ordered. by New Delhi to extend to 
their Punjabi customers, ‘according to 
Romesh Sood, executive director-of the 
Chamber of Industrial and Commercial 
Undertakings.in Ludhiana. The rest has 
gone to financing local industrialists’ 
unwanted ‘build-up of stocks. Buyers 
and suppliers have stopped. coming to 
the state; marketing costs have soared. 
trade credit has dried up and so hav 
pre-paid orders for Punjabi goods. 

This pattern marks Ludhiana’s bicy- 
cle, mapnine tools, autospares and plas- 
tics industries. Itis the same dismal pic- 










ture ‘in. the textile mills of Amritsar. 


Also in'the foundries of Batala, where a 
protracted blockade of the town by 


militant;Sikh youths led to a business 


exodus.) > o i. ‘ : 

The only exception to the prevailing 
gloom ‘is. thé “hosiery industry in 
Ludhiana, which thrives — atleast for 
the time being — on massive Soviet or- 

Soviet Union has proved a 
fickle customer in the past. 

Things are also booming on the 
Ludhiana Stock Exchange, India’s sec- 
ond newest and one of the fastest-grow- 
ing. After just three years of operation, 
the bourse boasts a 1,000% rise in aver- 
age daily turnover and:an eightfold in- 
crease in its ‘roster of listed stocks, ac- 
cording to its:director; Vinod Bansal. 
From the standpoint of Punjab’s own in- 
dustrial investment, though, ‘these 
Statistics represent a somewhat mixed 
blessing. In the relatively tranquil days 
of 1982, the exchange was first mooted 
by some major Punjabi public com- 
panies as a way of harnessing the invest- 
ment potential of middle-class Punjabis. 

But.the coincidence in the mid-1980s 
of mounting unrest in Punjab and an 
equity boom in the rest of India quickly 
turned. the bourse into more of a drain 
than a source of local investment capi- 
tal. At the same time, another kind of 
equity exchange sprang up in the clas- 
sified ads columns of local newspapers. 
In an-éerie echo of pre-partition days in 
1947, Hindu entrepreneurs offered to 
swap their Punjabi stakes for Sikh busi- 
nesses in other parts of the country. Suc- 
cessive anti-Sikh riots in New Delhi and 
other urban centres could eventually 
trigger refugee flows to offset partially 
the exodus of Punjab’s: Hindu indus- 
trialists ~ but at dreadful human and fi- 
nancial cost. o ee 
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Normally the last day of an overseas business trip is 
a bit of a “write-off”. What with packing, checking out 
of the hotel, lugging baggage all around the airport, 
waiting in line to check in for your return flight, etc. 

SAS has gone a long way towards eliminating those 
problems. 

33 of our specially-selected business hotels around 
the world have SAS check-in counters right in the 
hotel lobby. You can check in for your return flight 
while you settle your hotel bill. 


When you fly with other airlines you must check in at the airport. 


When you fly with SAS you “take off” from the lobby. 
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Then you're “cleared for takeoff". Free for any last- 
minute business or shopping. Ready for a casual trip 
to the airport where you avoid the crowd and go 
straight to the departure gate. 

The principle behind today's SAS is simple. We're 
making it easier for people who travel on business. 


M ISAS 


The Businessman’ Airline 




























American companies are financing in Europe. European compa- | 

nies are financing in America. The Japanese and Koreans are | 

expanding their financing horizons. What is now required of 
: THERE IS ONE WORLD MARKET. an investment bank is the 
_ THE MARKET. depth and breadth of experi- 
AND oak aa HOURS ence to serve the whole client 

almost anywhere on earth. 

IMACINATION. ACILITY, AND __ Weare unique in this 
r i regard. Our $2.65 billion in 


MUSCLE. $ a | 
, capital assures you the best 
___ pricing possible. Our willingness to put it to work means we will 
carry your paper if necessary. 
We are acknowledged to be a U.K. and European expert in 
U.S. stocks. And perceived in U.S. markets as an expert in inter- 
national equities. : 

We were the first investment bank to sell MMP™ stock for 
European issuers in the U.S. market. Including a $100 million 
placement for Michelin. — 

We have the worldwide distribution system to sell $200 million _ 
worth of Kingdom of Belgium Floating Rate Notes in one day. And 
turn over $1 billion in Deutschemarks in one week. 

Our $1 billion Kingdom of Denmark issue still remains one of 
the largest fixed-rate debt issues ever in the Euromarket. We were 
the lead manager of the Italy Fund. As well as the lead manager for 
Toyo Trust, in the first federal funds- ——— 
based Eurobond swap. 

Capital is now the world’s global lan- 
: uage. There are those who understand 
| this. And those who do not. . ALY 

| Talk with us. In New York, call Gre CNTLIC DC 

Sacco or Jim Stern at 640-7272. In e BRO | oe) LLU 
London, Jacques Gelardin, 626-2525. In ican | peton 
Tokyo, Kiyonobu Shimazu, 505-9000. ee 





































MINDS OVER MONEY.” 


eS P 1987: Shearson Lehman Brothers iac 




























To reach the top 2% of Asia's 
decision makers requires either an 
‘enormous amount of energy and 
expense, or some simple calculations. 
Once you've done your sums, you'll 
see that advertising in the Review 
reaches a greater concentration of 
Asia's most important people than any 
other publication. And it does it more 
cost effectively. 
As an advertiser of a quality 
product or service, you are of course 
aiming high. The overwhelming 
majority of The Review's readers 
come from the very top rung of 
Asia's socio-economic ladder. The 
same people who run the companies 
and even the countries of Asia. 











Ree 


The Review effortlessly delivers this 
elite group to you, every week, lifting 
your product to places that would 
otherwise be more difficult to reach. 

When you advertise in The Review, 
you re giving full throttle to your 
advertising dollar. 








FarEasternEconomic 


E | 


During the past year, 45 leading airlines and 
Aero Industry Advertisers invested in 460 pages 


of advertising with The Review. | 

















Swiss know-how 


in manufacturing 


synthetic fibres 


The key to our performance and success 
lies in the manufacturing of synthetic 
fibres in our own Swiss plant for 30 years. 
We have accomplished our existing 
processes, discovered new technologies 
and set up effective quality and cost 
controlling systems as well. 

Take the direct spinning process, 
for example: a universal technology 
that saves energy and yields a superior 
quality. 

We license our own and third 
parties’ processes. More than 200 pro- 


duction plants are currently operating 
in the five continents. These plants 
supply a major share of the world 
market in polyamide and polyester 
fibres. 


Do you want to manufacture syn- 
thetic fibres, build industrial plants, or 
operate more cost-effectively? If so, we 
are the ideal independent partner 
for you. 





EMS isa nome y 
are a Swiss chem 
firm. A guarantee of quality, re 
know-how and customer se 


Licensors — Engineer 


EMS-INVENTA AG, CH-7 
Telephone 081/360111, Telex 8 





Probably the best beer in the world. 








y John Mulcahy in Hongkong 
fic Holdings (FPH), a Hong- 
kong-based finance and trading con- 
glomerate controlled by The Liem In- 
vestors of Indonesia, is in the midst of 
another determined effort to achieve its 
long-delayed growth objectives. 

hen FPH opened for business in 
1982, filled with idealised aspirations to 


kong’s institutional investors. They 
were looking for a. way through the 
opaque curtain surrounding the. Liem 
group’s ubiquitous Southeast Asian pe 
erations, even if this rare morsel of di- 








sets were to be diluted somewhat by dis- 
parate activities elsewhere. But when 
< that early promise was unfulfilled, and 
even more serious, when the share price 
| drifted off.the issue price and continued 


|. from which it has yet to emerge. 
iem Sioe Liong’s. Indonesian em- 






<in the 1950s, and is now the country’s 
strongest industrial institution. It is be- 
hind Indonesia’s. largest steel, cement 







| tracted foreign interest was the group’s 
--elose ties with the family of Indonesian 
: President Suharto, whose half-brother 
Sudwikatmono is an important member 
of The Liem Investors. 
Five years after its debut, FPH’s 
management no longer even pretend 
“that at some indeterminate date in the 
future foreign investors will gain access 











“kong-listed vehicle. Indeed, says FPH 





he group is asserting its independence 















multinationalism, it was feted by Hong- 


rect investment in Indonesian prime as-. 








falling, the group fell into disfavour; 


oe pir was founded on commodity trading 


| and flour-milling industries and controls 
| the cippest private. bank. What at- 


“to the Liem jewels through the Hong-. 


managing director Manuel Pangilinan, 





25% 





A The 
Hibernia nk. 
i (us) i 


United Savin 





‘Saks 


Onthe expansion trail 


| First Pacific throws off family mantle to enhance market credibility 


to the. point where future fund-raising 
exercises are likely to exclude the Liem 
family, diluting its stake and:concomit- 
_antly raising the equity involvement of 
‘the current management. 
Not that the Indonesian family has 
lost faith, according to Pangilinan, but 
times are tough in the resources busi- 
‘ness, and the Liems may not betoo keen 
to inject further capital into a group 
their holdings dominate anyway. “I 
think if wé have a significant rights issue 
it is doubtful they would pick up their 
full entitlement. They put up substantial 
equity in the first place.” : 
Paradoxically, the Indonesian con- 
nection, once a raison d'etre for invest- 
ing in'the group, has become a distinct 
disadvantage, as lenders view FPH as an 
Indonesian risk, and its fortunes are 
seen to rise and fall with those of the 
‘Liem family. Dilution of the Liem hold- 
ings to below. 50% would remove the 
“Indonesia” tag. which is a. disadvan- 
tage in debt classification. The group 
sees itself instead as an Asian multina- 
tional, operating in Asean and. in 
California, with trading interests: éx- 
tending throughout North America and 
to Eurdpe, through the Hagemeyer 
group. | ; 
> Present management, . Pangilinan 
says, “feels our destiny is tied to the 
group,” and intends gradually raising its 
‘collective interest, which as a block puts 
it currently behind the Liem group and 
the general public. Pangilinan concedes 
that mistakes in: interpretation and 
execution- were made in the early days 
but, he offers self-deprecatingly, “our 
excuse is that we had not done anything 
| like it before.” Original shareholders, if 
















































| company. A similar deep discount 





any remain among the body of publi 
owners, will have consumed much o) 
their congeniality in the long wait. 
the. price to return to the levels of th 
initial offer. 

‘But events over the past ye 
suggest FPH has matured in 
for an identity, and while the 
of deals is as breathless as in t 
days, there a 
ence and logic 
Clearly defined, i 

nan, is the two-prong strateg) 

and financial services — anda det 
nation to remain true to the path, 























sual 


ciate F 7 
investment in Hagemeyer greater. 
the market capitalisation of the hol 







curs in FPH counters, where the valu 
of the stake in San Francisco~-base 
Hibernia Bank is larger than the va 
placed by the market on its parent, 

‘angilinan believes FPH has. 


P itni for earlier in 
though the market will a 


















‘final arbiter, Basedon the la 


figures, FPH is on a historic price 
ings (p/e) multiple of 10.2, and 
gushes on a p/e of 9.1, again 
kong market average of well 

“The group is structured almost 
fault — with a head office team of nin 
executives reporting directly to th 
executive, and.eight business areas: 
along functional or geographical 1i 
Divisional responsibilities  incly 
banking in the US, Hongkong an 
Philippines, securities, coffee ti 
marketing and distribution and Bre 
trade finance... Pinancial reporting 
comprehensive, with [mance a 
submitting exhaustive... balance: 
and profit-and-loss statements mc 
ly 


























All this administrative discipli 
departure from the dynastic s 

























At first glance, Pangi 
ans Objective — taxed pro: 
it of US$100 million and 
hareholders’. funds of 

$500 million in five. years | 

would.seem_to. be ambiti- 





a series of lesser acquisitions. 
Agreement was.also reached” 
in January this year for the 
purchase by FPI affiliate“ 
Berli Jucker Industries in the 
Philippines of a 40% stake in 
the Metro Drug Group. 








s, but the directors are con- | Liem: growth object In the financial services 






If you look at the i- 





field, under the mantle of 











ounts and what 1987 should 

we are moving towards that,” 

ing to Pangilinan, who. cites the 

$12.21 million earned by FPH, the 

$8.13 million kicked in by FP! and 

small but growing contribution from 
ciate F: P. Special Assets (FPSA). 

t 31 December 1986, EPH s-assets 


n. FPI's assets totalled US$316.06 
lion at the same date, and sharehold- 
funds amounted to US$53 million. 
ll, group. earnings amounted. to 
t million, and by the end of the 
areholders’ funds had reached 

$212.51 million. 

luring 1986, FPH built up its trading 
banking base through the acquisi- 
T the FPT umbrella) ofa con- 
ke by Dutch” DT ! 









bepiining of this 

ultofa government 
price-support scheme... The 
was helped by a fall in produc- 
bs ntia government; pur- 







: g to the output shortfalls in the 
nath of a drought, and the price- 
limitedscope, the 
fully benefited 
ce surge. Rather, domestic 
ar to have pocketed a large 

of the gains. 
government programme en- 
ges farmi ne hold on to their har- ' 





io and ina nin up de- 
are entitled to use 





ta year) equivalent to 80° 
alue to meet immediate fin 












have risen by an average 25-30% since 





| | paddy-trading market in the central- 





‘ume, some 323,000 tonnes’ 
‘had been redeemed (by late’ 


dropped by 30-50% owing to insuffi-. 
ciént rainfall in the September- 


FPH; the ‘Hongkong-registered Hong 


l Nin Bank (to be renamed First Pacific 


Bank), a small commercial bank, was 
added to, the existing investment bank- 
ing operations, The Hong: Nin acquisi- 
tion was a milestone, Pangilinan rec- 
kons,:.as it marked the first step’ to- 
wards what he. describes.as FPH’s pro- 
posed “federation of banks” in Asia. 
FPH already has considerable banking 
interests in the US through Hibernia 
Bank and United Savings Bank, a 
Hibernia subsidiary. © 

In Asia, the immediate. objective i is 
to establish a banking network spanning 
Hongkong, Thailand and the Philip- 
pines, with extensions as regulations 
permit. Complementing the financial 
services activities will be further exten- 








sions to the trading network, with the 
focus on the mass market in most cases, 


lent Baht 3.8 _ billion 
(US$147.3 million), covering 
almost 2.3 million tonnes o 
paddy, or 13.7% of'the esti- 
mated total output of 16.6 
million tonnes of the 1986-87 
main crop, harvested in De- 
cember-April. Of the vol- 





March). 

The impact on price 
levels was sharpened by the 
supply shortfalls, estimated 
at up to 2 million tonnes. 
Official surveys show condi- 
tions were particularly bad in the 
tice-producing areas of upper-central 
Thailand, such as Sukhothai and Phit- 
sanuloke provinces, and in selected 
northeastern regions where- output 





November period. 
‘With the squeeze on supply, prices 


early this year. At the. Kamnan Song 





fob. Bangkok) in early January. to 


that, unless govern 


on channel ls for the group's 5 
ng activities, centred primar- 

ily in. Hagemeyer. 
Explaining the rationale behind the 
trading and banking strategy, Pangili- 
nan invokes the classic relationship be- 
tween: the two, with the banking divi- 
sion financing trade and providing the 
financial services essential to an inter- 
continental trading operation. The trad- 
ing emphasis on Asean countries will be 
to cater to the mass market, reflecting 
the nature of the region, and comple- 
menting Hagemeyer’s activities, which 
tend to focus’ on up-market brand- 

name goods. 










































































Ae mundane objective in’ the 
Philippines, for one, will be the 
handling: by FPH’s banking operations 
there of the Berli Jucker and Metro 
Drug cash flow. FPH has identified a 
target in the Philippines, Associated 
Bank, but bureaucratic delays and an 
option: held by a former. shareholder. 
have slowed the process. The 60-day op- 
tion over the bank has now expired, and 
FPH intends renewing its efforts to ac- 
quire “Associated. Bank, the fate of 
which is in the hands of an as- -yet un- 
specified arm of: „Philippines 
bureaucracy, after authority for.its dis- 
posal passed from. e Development 











plains province: of Nakhon: Saban, the 
country’s biggest spot market, high- 
grade 5% paddy and medium-grade 
25% paddy were traded at Baht 2,850 
and Baht 2,640 a tonne respectively on 
30 March. Prices are now expected to 
level off or fall from this level, following’ 
the end of the harvest period. 
Some analysts believe the 
pice appreciation could have 
een stronger — or at least 
more farmers could have ben- 
efited — if the government- 
programme had been an- 
nounced and implemented 
before 1 January. Harvesting 
in certain regions, particu- 
larly northern Thailand, be- 
gins in December. 
_Moreover, some farmers 
_had already committed to sell 
their output to middlemen or 
local financiers well before 
harvest time to lighten per- 
+ sonal debts accrued during 
the ‘stretches of depressed prices in re- 
cent years. 
The domestic price gains have partly 
reflected on export prices, which inched 
up from US$195 a tonne (5% white rice, 











US$213. se late March. But these prices 
are still a far cry from the previous 
global price boom in mid-1981 when the 
same grade netted nearly US$500 a 
tonne. Some analysts are concerned 





-p factorily completed soon. 
| The FPSA affiliate is the vehicle for : 





“| ings growth ‘achieved last ~ 





debi 


























e Phili l 
S Bank prospect fal Bh; 
the group will look for alternative pos- 
; sibilities im the Philippines. 
Plans are also in train for the acquisi- 
stion of a banking interest in Thailand, to 
complement the group's trading ac- 
tivities there, and a target has already 
_ been identified, with official negotia- 





tions in progress. Conclusion of the 


’ Thaideéal, aimed at a stake of 25% ina 
commercial bank, has been reduced to 
questions of price and official sanction, 
both of which are expected to be satis- 


_ | investments falling outside the two main 
| areas of emphasis, and its business in- 
| cludes» the property consultant. First 
cp Pacific Davies, as well as a stake in the 
Honbhang listed Promet Petroleum 
which is involved in low-yielding and 
peripheral oil exploitation. 
| If the criticism of FPH at an earlier 
` tage of its cycle related to a lack of 
__ leals, t position would seem to be re- 





it appears in theory, now needs to be 
proved workable in practice, An Asian 
multinational in gestation it may be, but 


FPH now needs to show that itis able to | rig 


‘fit the pieces together ina ‘cohesive 
form, able .to'sustain the kind of earn- 


promised for this year. 


T i milled rice) continue, both the domestic 
| and eae price levels may decline once 
the BAAC programme ends in June, 


when all the pawned stocks would have’ 
cen redeemed and released into the 


¢ price increases effec-. 


| tively deprived the opposition of what 


could have been a powerful piece of 
anti-government ammunition at the an- 
nual parliamentary session convened on 
1 April. Had crop prices remained poor, 
_ Opposition leaders would have gone 


| through with a no-confidence: debate’ 


against the prime minister, as 
threatened before the harvest season. 
But they have now dro 
from their agenda. 
a ccess i 
n stark contrast to ‘the complete: 
a a different price-support scheme 
orced during ‘the’ 1985-86 season: 
government at the time r 
millers<to purchase’ paddy ( 
sionary financing) at Baht 3,000 a 
| tonne, or higher than the equivalent of 
-then prevailing world prices. 
1c That sparked uncertainty among rice 
J exporters: which in turn contributed: to 
~an-abrupt halt in export sales. With the 
supply flooding domestic markets, 
paddy prices. plummeted from about 
Baht 2,600 a tonne at the start of the 
season to about Baht 2,000; which sub- 
sequently cost’then commerce minister 
Kosol Krairiksh his job (REVIEW, 13: 
Feb. '86). o 








” dundant, but the strategy, impressive as ` 


year and ` 


pped the issue’ 


of the'current program-. 
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Playing with figures 


Kumagai Gumi’s Sydney tunnel plan faces a political backlash 









By Hamish McDonald in Sydney 


J apanese construction giant Kum- 
agai Gumi's plan for a traffic tunnel 
under Sydney Harbour has met a wall of 
opposition on environmental and finan- 
cial grounds, just as the project's 
ministerial proponent inthe New South 
Wales (NSW) state government, Minis- 
ter of Public Works and Main Roads 
Laurie Brereton, seemed close to deliv- 
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provide only A$40 million in capita 













| 
| 


| 























Servicing the bonds adds ASTI 

and other start-up costs A$22 m 
Ltd, has o the all-up cost to opening of the tu 
nounced 






















ferent part of the 
c ; ; n engineeting 
consortium is understood to claim that 
this revised scheme. was lifted from. its 3 
own tunnel propo: eB ge 
Ina censure m e parlia- 
‘ment on 4°: North Sydney 
Mayor and. independent state MP Ted. | the: 
Mack accused Brereton of “corrupting 
the public tendering process” by his’) have a Surplus, the loan would 
handling of the tunnel project. Brereton | be met first. 
said the tunnel was the only way of re- | The upper | 
lieving Sydney’s main bottleneck, and | and 4% over l 
that “anyone’ who has a better idea yield a gross s 
should bring it forward.” Brereton re- | but after repaym 
jected Mack's “vile” implication of | lion loantot 
“some impropriety on my part” and the | bond redem 
motion was lost on party lines. = costs, the.a 
The financial and ownership struc- 
ture of the project has also come under 
severe. scrutiny. Kumagai and. Trans- 
would be t i shareholders 
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ui 
he o 
in. the Sydney Harbour Tunnel Co. 
(SHTC), which would construct, own 
and operate the tunnel for 30 years from 
-completion in- 1992 before it reverts at 
no cost to the state. 
A separate. Kumagai-Transfield 
joint venture would build the tunnel for 
SHTC at A$401 million (US$280 mil- 
lion) at 1986 values, escalated by 8% a 
year -over..the five-year: construction 
period to total A$522 million: 
Kumagai and Transfiéid will put up 
only A$7 million eq in SHTC, and 






venturers (lead on 
they will try to sell SH 
completion of the tunnel), 
ment has great potential reve 
if it is game enough to keep t 
with high and sustained infla 
according to the DEP) the go 
carries considerable downsi 

say, cross-harbour traffic fal 
below levels forecast; the gove 
would need to top up the f 
stream “by A$4 millon a : 
values) when the tunnel opens 
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Burma’s social 
o debt default 


By Liz Carver in Rangoon 

B attered by.a collapse in its.exports 
wt anda debt-service ratio thought to 
: as high as 90%, Burma may. soon 
ve to join North Korea and the Philip- 
son Asia's short list of foreign 
debt defaulters. Its only. short-term 
ype appears.to be a partial write-off of 






ermany and Japan — if it is granted 
ast-developed country (LDC) status 
xy the UN: For the next. 10 years, by 
me- estimates, Burmese. can. expect 
le improvement, and perhaps éven a 
ine, in their standard. of living. 
After 25 years, the socialist. road has 
ime: to a dead end,” as one observer 






Official. Burmese figures put- the 
t-service ratio at a daunting enough 
% for the fiscal year ended March, 

is said to represent a decline from 
he previous year. That may repre- 
he year’s average: it almost surely 
not reflect things as they stood.in 
rly March, Burma, which has never 
en a big borrower and which has 
ed itself on its debt-servicing re- 
, has seen its loan burden soar 
d manageable proportions for 
ral reasons: 


t earnings, with Burmese officials 
ng that by their calculations, aver- 
e prices for all export items. fell 26% 
m fiscal 1981-82 to 1985-86. The full 
86-87 figures are not yét available, 
t Deputy Prime Minister Tun Tin 
ld parliament recently that. export 
rnings were likely to be only. about: 
J$$418 million, far short of the US$571 
million target.— despite. attempts to 
diversify the export sector and in- 
teased export volumes. of traditional 
tems. 
Rice exports, for example, rose 47% 
n volume in December from the year- 
arlier level but fell 15.7% in value. 
/hile the export volume. of teak fell 
bout 20% year-on-year in December, 
lue declined almost 52%. Teak and 
laced. rice as. Burma’s 
xchange earner in fiscal 
z spite falling export. vol- 
$, sources say forests ate being fell- 
oo rapidly, while at some depots 
are. two to three years’ stock on 



















es; consi- 


debts by its major creditors —= West 





‘There has been a continued fall in ex- 





profile. 


st path 


for imports.) Even gems have failed the 
Burmese: last year’s annual Emporium, 
a trade auction of precious and semi- 
precious stones held in November, 
yielded only Kyats 45.2 million (US$6.8 
million) — or about half the expected 
amount. _ 

» The grace periods on. many of the 
country’s loans are now expiring. 
Burma did most of its borrowing in-the 
1980s: debt stood at only US$1 billion in 
1979, rising to an OECD-estimated 
US$3.7 billion at end-1985. 

» As with many other countries, the re- 


GREAT EXPECTATIONS 


Burma's growth targets 1987/88* 
(% gain compared with 1986/87) 


see 













BURMA’S PRICE DIVE 
(The decline in export prices) 
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REVIEWTABLE S by Andy Tang 
valuation of the yen and Deutsche- 
mark over the past 18 months has hurt 
Burma severely. Burma has not given a. 
currency breakdown of its borrowings, 
but about a third is estimated to be in 
yen. 

The current value of Rangoon’s debt 
is: believed to have risen to almost 





= | US$4.2 -billion because of exchange- 
‘irate shifts. But earnings are still mainly 
in US dollars, because of the prepon- 


derance of commodities in its export 





ve largely refused even con- 

cessional financing within the past two 
to three months. 

Meanwhile, foreign reserves, listed 
officially at US8$33.1 million at end- 
1986,.are rumoured to have plunged to 
below US$20 million (some say as low 
as US$10 million) by March. The coun- 
try is also believed to have sold half ofits 
gold reserves — officially 251,000 troy 
oz worth about US$100 million at end- 
1986. -— in February. As things stand, 
Burma can barely afford to import even 
the most critically needed items — 
which in turn is affecting:its short-term 
ability to move exports out of the coun- 
try and its longer-term ability to im- 
prove export performance by diversify- 
ing away from commodities to manufac- 
tured goods. 

What few public policy pronounce- 
ments have been made imply that the 
country will, probably out of necessity, 
rely heavily on agriculture and tourism 
(which is operating.at near its limited 
physical capacity.at present). in the im- 
mediate future. A recent editorial in the 
state-run Working People’s Daily 
noted, with unconscious irony, that 
erly iba with most developing coun- 
tries, Burma can boast of ample oppor- 
tunities in almost every.sector.” 

‘The newspaper said that Burma's net 
area of sown land was some 20.5 million 
acres, leaving 25.2 million acres of fal- 
low or waste land to, be cultivated. But 
during the fourth four-year plan (1982- 
86); only about a'quarter of the area 
targeted. was. actually reclaimed, “in, 
places where it was feasible [and] cost 
was at a minimum,” according to the 
government. Burma would have to ex- 
pand agricultural production by huge 
amounts, and at a rapid rate, to com- 
pensate for its declining exports. 








urma faces problems at-every turn, 

most of them self-imposed, im in- 
creasing .exports. Inflexibility of po- 
licies and a lack of sophistication about 
world trade are two very major con- 
straints. 

Burmese officials are said to respond 
to commercial inquiries by simply ask- 
ing how much the. buyer is prepared to 
pay-— and. then lose deals because 
lower-level officials are not able (or 
willing) to make small concessions on 
delivery or price terms. The European 
services. of the state-owned Five Star 
Shipping Co. are said to have become ir- 
regular in the past year. In an apparent 
attempt to save on fuel, sailings are de- 
layed until ships are full — resulting in 
missed. delivery. dates and lost sales. 
(The line recently considered. ordering 
two-ships from .West European yards 
which offered soft finance, but then can- 
celled the tenders, )- 

Until the departure from the scene of 
party leader Ne Win, there is little 











reason to expect any policy shifts by the 
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| plan . . . to safeguard the welfare of the 








Burmese, despite the gravity of | 
their current position. The 
country continues, for exam- 
ple, to maintain an overvalued 
currency: while reserves have 
been falling and the external 
position. deteriorates, the kyat 
has strengthened to an official 
rate of 6.45 to the dollar in mid- 
March from 7.8 a year earlier. 
(The black-market rate is 
closer to Kyats 40:US$1.), 
Burma continues as well to 
keep domestic prices unrealis- 
tically low: fertiliser is sold at > 
Kyats 360 a tonne though it 
costs Kyats 1,756 a tonne toim- 
por and Kyats 980 to produce 
ocally. 
One ‘of the few fiscal re- 
forms Burma has carried out in 
recent years — a cut in the 
maximum tax rate from 90% to 
“0% last year — does not ap- 
ear to have improved the govern- 
ments revenue position significantly, 


observers say. The country expects a- 


aus of only Kyats 5 million in 1987- 


Recent reports on the country’s eco- 
nomic situation in. the state-control- 
led press lay full blame on international 
factors, such as falling commodity 
prices. ; 
“ There has been no mention in the 
press of domestic policy or any sugges- 
tion of changes, beyond “an alternative 


people” — perhaps a reference to the 
LDC application, which has. not been 
announced in Burma.) 0o oeh 

“While there are no visible signs of 
Opposition to the 25-year-old regime, 
sources report hearing direct criticism 
‘of the government from Burmese inre- 


cent months for the first time. There is- 


also said to be growing discontent 
among lower-ranking military person- 
nel. Foreign sources who have. occa- 
sional contacts with Burmese bureau- 
crats, however, say they do not show 
any outward concern over the country’s 
virtual economic ‘collapse. 
' - Whether top officials are aware of 
the grim conditions prevailing for most 
Burmese is not clear::observers believe 
-they do not. But some Burma-watchers 
| Say February's celebrations for the 40th 
"anniversary of Union Day, normally the 
| biggest political holiday in Burma, were 


- unexpectedly subdued — perhaps indi- | 


cating, as one told the REVIEW, that 
“they know there is nothing to cele- 
brate.” 

There are numerous indications that 
conditions are worsening — often hard 
to quantify — such as the perception of 
some Rangoon residents that there-has 
been a rise in petty crime. Thére-are 
other signs: 
» Asof 1 April, individual travellers to 
Burma faced a minimum foreign-cur- 
rency exchange requirement of US$100 
~man apparent attempt by the govern- 















































| 
| 

having openly indicated his dissatisfac- 
` tion with conditions in Burma. | 
|» Frequent travellers to Burma report | 
' ; PRA 
become more open in seeking “gifts.” | 
‘They may, for ex l 
| 
“page. | | 
| 
} 
l 
i 
| 
l 
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with at least two Asian countries experi- 








BURMA’S PUBLIC FINANCE 


1986/87" 


US$200. ceiling ore 
LDC status. It also. sti 
manufacturing and p 
only accounts for 9. 

put, which again is lower 
the ceiling of 10%, Bu 


doubt about the 
claim that the literacy rate 
oniy 20%. Western 
have estimated thatthe re 
» level is about 75% —~ the pr 
‘duct of education by mo 
“rather than an official e 
tion “system, D 
doubts about thes st 
most diplomatic sou be 
lieve UN approval is almo 
certain, 
Strong US support. isoe 
pected, partly the re i 
Burma’s participation in drug-e 
tion programmes, West Germany 
lieved to be ready to write off 
specified portion of its loans to Burm: 
| Finally, the Japanese, who:are Burma 
chief lenders, are not expected too 
ose the application — though it is be 
ieved that they may offer new fund 
refinance the old loans. (The suggest 
that Burma apply for LDC status is sai 
to have originated with a Japane 
member of the UN operations im 
goon.) 


ment to-divert.as much hard currency as 
possible into official hands. 

» Official applications for emigration, | 
especially by ethnic Chinese and In- | 
dians (most of whom are ineligible for | 
Burmese citizenship) are sai 
risen. If so, it would indicat 


sed — le 

sume a more re: 

the next year 

to bring expor ndi 

to life; factories are estimated to Der 
ning at 20-50%. capacity, often for 1 
of spare parts costing as little as 
10,000. The annual performance 
dustry during the fourth plan a 
92% of targets, despite gains inp 
tion of many items (most notab 
tiliser). . Private-sector in: 


that customs officials at the airport have 


example, simply set 
aside saleable consumer items during 
the entry inspection of a visitor’s bag- 


» It is believed that Burmese officials 
had informal discussions in the past year 


enced with labour exports, apparently 
with a view to sending some workers 
overseas —- a desperate move for a, 
country. which traditionally has tried to 
minimise. “undesirable” foreign con- 
tacts by its people. 
» Sources report that some aid donors 
are under growing pressure from Burma 
to concentrate one providing goods 
rather than services such as training pro- 
grammes, Getting approval to station 
even a single project consultant 
in Burma can be- difficult, if not im- 
possible, requiring cabinet-level deci- 
sions. 

Lack of basics: page 76 

Rice grows scarce: page 76 
The oil shortage: page 77 
‘CE IR REL enema 


emphasise —— registered 

growth, 
Many other sectors fell shortof then 

fourth-plan ‘targets: the annual : 

for construction activities was 

the power sector, 93.2° 

cluding ~ energy), - 82 

91.9% > livestock and fishery, 9 

Agriculture is said to Nave achiev 

100.1% of plan targets. However, 

| spending on rural development felld 

| ing the plan. 

| Visitors to Burma have long 

struck by the-ancient infrastructur 

| widespread shortages. and wondered 

| just how much further belts could be 

| 


A 


tightened. As the Council of Min 


q 
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| Subsistence econom 






















































f all the things:Burmese lack, the 
AJ most troubling may be in the area of 
health. For some time, it has been the 






tied up — due not only to the con- 
inued battle against insurgents on the 
borders, but also because there seems to 
be less money around, 

Foreigners. with Burmese contacts 


pharmaceuticals. One sign of how seri- 
ituation has become is Burma’s 

on to take advantage of a 

iously offered UN pharmaceutical 
Under. this scheme, the 
a the necessary drugs using 
wn hard currency: the recipient 














Rice shortage 
o hit home 


most immediate ‘and serious do- 
-mestic problem facing Burma’ ap- 
to be potential rice shortages. 
ome fear that by May or June scarce 
upply may become severe enough to 
ead to a repeat of the public protests set 
ff by the last rice shortage in 1974.. 
Paddy production has remained 


9.4 million baskets (of 1.125 bushels 
each) in the year to March (compared to 
million a year earlier). However, 
in-early March may have damaged 
ie 10% of the rice crop. Clearly, the 
pressive gains of the. early. 1980s — 
e result of new high-yield varieties — 

ave since tapered off... 
If there is a shortage, it has to do with 
istribution system. 
pr increase the role of 
ratives in the economy, the gov- 
‘enment changed its rice-purchasing po- 
icy for this season: ooo oo 
“In the past, the Agricultural Farm 
Produces Trade Corp. (AFPTC) had 
been responsible for all purchases from 
farmers. The state agency then diverted 
he “better-quality” rice to exports, and 
Stributed rice for domestic consump- 












































report rising numbers of requests for. | 


= 


h humble items as aluminium cook- | 


Rice worker: threat of scarcity. 
rgely steady, official figures show, at ~ 


` year, AFPTC was to handle only export 


donors were informally sounded. out on 
the possibility of importing aluminium 
to manufacture the pots with. (Official 
statistics show that production of 
aluminium hollow-ware was only 1,363 
kg in November and 2,727 kg in De- 
cember: average monthly production 
for the first 10 months was 31,818 -kg.) 
Typewriter ribbons are another 
scarce item. Formerly, used ribbons 
from government offices were “recy- 
cled” for private use. Government of- | 
fices, however, no longer. have. suffi-., 
cient stationery supplies to be able to 
discard their ribbons. Officials in some 
district. offices have reportedly been 
using gunny bags from cement to write 
reports to headquarters. 
. Malt for breweries and cigarette 
paper have been among the casualties of | 
import cutbacks, These items, from 
France, cost Burmavan average Ffr.1.2- 
1.5 million (US$185,300- 190,250) and Ffr 
600-700,000. a year, respectively, over | 
the past 15 years. In 1986, the Foodstuff | 















tion through government stores. This 


rice, leaving the cooperatives responsi- 
ble for the domestic market. (All pri- 
vate rice trade is banned, which in prac- 
tice even includes. Burmese. bringing 
sacks of rice to their relatives in other 
parts of the country.) 

The cooperatives appear already to 
have failed in their task, due to a lack of 
transport facilities and cash. Many have 
only been able to purchase half the rice 
they were meant to buy. 

What has happened to the rest of the 
rice is unclear. The continued conflict 
with insurgents along the Thai border is 
thought to have opened up a new 
smuggling route northwards through In- 
dochina, which is apparently becoming a 
black market for Burmese rice. — 









ee A re po I 
em) got no: foreign-exchange: al- 
lowance. Official figures show beer pro- 
duction fell to about 59,000 gallons in 
December from about 115,000 gallons a 
year earlier; cigarette production fell to 
91.7 million sticks from 303.8 million. 

Foreign. exchange for imports has 
been rationed under a three-tier system: 
capital, intermediate . and . consumer 
goods. Burmese official figures show lit- 
tle change for intermediate goods as of 
December 1986, at Kyats 54.7 millions, 
but ‘capital-goods imports fell. about 
a third from the year-earlier level, to 
Kyats 59.2 million. Consumer-goods | 
imports were hardest hit: a mere Kyats 
5.8 million vs a year-earlier figure of 
Kyats 20.2 million. 

The numerous. goods shortages 
drove the consumer price index for 
Rangoon up:22%, annualised, in De- 
cember. This index counts both control- 
led goods (such as rice), whose prices 
have changed little since the mid-1970s 
and legal but uncontrolled items such as, | 
housing. Private estimates suggest infla- 
tion may be far higher: some black-mar- 
ket prices are said to have doubled. 

For ordinary workers, the battle to 
make’ both ends meet must be intense: 
average civil-service salaries may be 
about Kyats 150 a month for a lab tech- 
nician, and a new Bachelor of Laws 
commands about Kyats 300 a month. 
The rent-alone on a Rangoon apartment 
is estimated at Kyats 150. — Liz Carver 













The motivation for smuggling is 
clear: the state only pays Kyats 1,000 for 
roughly two tonnes of rice, or about 
US$? a tonne, destined for Burma’s 
main rice markets in Africa and Viet- 
nam (the latter’s purchases are financed 
with Soviet aid). Farmers, though, are 
aware of higħer prices prevailing in 
other countries. In Thailand, for exam- . 
ple, 25% broken paddy sells for about 
Baht 2,500 (US$121.95) a tonne. (Most 
Burmese rice is 25-40% broken, due to 
antiquated storage, transport and mill- 
ing facilities.) Export prices for this 
quality of rice have always been at the 
bottom of the market: between 1981-82 
and 1986-87, the export price of Bur- 
mese broken rice fell by about 60%. 

More of the better quality rice may 
also be making its way onto the black 
market, the preferred source in the past 
for those who can afford it. State stores 
often offer rice which is inferior even by 
Burmese standards: a year old, mostly 
broken, or bug-infested. . 

The problems of the cooperatives 
have meant that some stocks originally 
intended for export have had to be di- 
verted to state stores: for domestic use. 
But there are already rumours of short- 
ages in some areas such as Syriam, 
across the river from Rangoon — and 
the supply situation outside the ma- 
jor cities is believed to be worse. 


~~ Liz Carver | 















| Oil shortage — 
stifles economy 


Ex, shortages, combined with 
lack of spare parts, constrain virtu- 
| ally every sector of Burma's economy, 
“| awithoonly the military believed to be 
assured .of supplies. Burmese offi- 
ctals have said that energy production 
fell 20%. in 1986 to 8.8 million barrels, 
or about 24,000 barrels per day 
| (bpd). . | 
¿tee But sources in Rangoon say net pro- 
‘| duction of oil may be closer to 16-17 000° 
bpd. Overworked wells, some decades 
_ old, are believed to be yielding up ‘to 
30%: water:and mud (against 5% for: 
most “healthy” wells). 
-» “Foreign-exchange shortages have 
forced Myanma Oil Corp.. [MOC, the | 
| state oil corporation] to curtail signifi-> 
-cantly its onshore exploration efforts,” 
p Says a US Embassy report dated July 
1986. The report also notes that plans to 
develop extensive natural gas deposits 
tn the Gulf of Martaban have been 
shelved for:the foreseeable future, due 
to falling world. prices. Burma was ex- 
small amounts of petroleum 
iquefied petroleum gas and urea 
east at the time the report was 
written — the latter as buybacks for the 
construction of plants. ; 
Energy-related departments, suchas | 
the Ministry of Mines and MOC, 
| “which previously had access to signifi- 
cant amounts of foreign exchange.” saw | 
their foreign-currency allocations cut by | 
| up to. 80% in 1985-86, says the'report: It” 
| ds believed, however, that expansion of | 
'|. the Payagon natural-gas field, located in 
| the Irrawaddy Delta, will go ahead — 
“| ¿with signing of a World Bank loan for as 
much as US$65 million for the project | 
expected:in mid-year. bog d 
i Energy shortages hit the export-min- 
„erals sector quite hard in 1985-86, ac- | Porn len 
|. cording to: the embassy: report, . with Isn’t it time you came to stay? 
shortages of diesel fuel (and machinery) | At Number One Cuscaden Road, 
, causing sharp declines in zinc, silver and | _.. .. e Singapore 1024. Tel: 733 8888. 
san deR ungossible for Mae Corn _ For reservations just call; Bangkok 251-5764 
| No: Lto bring copper production above Hong Kong 5-229 879 Jakarta 370 108 se 
| 70% of capacity,” the report adds, Manila 81-59-711 Sydney 232 1933 Tokyo 503-4111. 
‘Fuel shortages appear to have worse- < o Orany International Airline, Travel Agent 
d in the past two months. Petrol, offi- ~~ or Inter-Continental Hotel e: 
‘| cially priced at Kyats 3.5 a gallon, sells x 
| for Kyats 50 and. more on the black 
market in’ Rangoon. In smaller cities | 
such as. Mandalay, the price in mid-: 
March’ was estimated at Kyats 70-80; 
in more remote regions, it has been 
Kyats 90-100 a gallon. Supply is more 
problematic outside Rangoon as. well. 


UNCOMPROMISING STANDARDS 

































































you travel, the more you will 
Pavilion Inter-Continental. 














© Where it should come as no surprise to 
find Sing most elegant restaurants such 


‘as Maxim's de Paris. 





































» THE 









back to two. In cities such as Mandalay, 
the. legal ration is about four gallons a- 






The official ration in the -capital is ‘PAVILION 

three gallons daily for private cars (up INTER? CONTINENTAL 

to five for taxis, leading many people: SINGAPORE 

to register their cars as taxis) —~ and it alas 

is rumoured that this will soon. be cut CREATING LASTING IMPRESSIONS 















































en in Rangoon, where. 

0,000 of the estimat 50 sin 

ult to get the 

í deregis- 

in 1985 ın n Rono are selling up- 
for about | ,000, K 





















z. This oticeably redu e he s 
axis On some day 


iy is 
goon, most ofthem a das- 










'mbled Hinos built perhaps 15 years 
have within the past six months or 


a g gi 

tice is attributed to a shortage of b 
| fuel and spare parts. Private bus 
many of them at least twice as old as as) 


overnment buses — continue to run, 
ut in declining numbers. Official fig- 
ures. show the number of private buses 
running in Rangoon averaged 501 a day 


| in December, down from 589 a year ear- 
| lier and 605 at end-1984. 


Long-distance buses and trucks are 
also having difficulties getting fuel, 
which ultimately adds to the cost of non- 
controlled goods. Rail and air services, 
long unreliable, has worsened, and in 
recent months, according to govern- 
ment statistics, freight tonnage on rail- 
ways and planes tended to fall. Mean- 
while, freight carried on domestic ship- 


ij ping lines has risen, implying that ships, 


which can use currents and wind ‘to 
some extent, are replacing fuel-burning 
airand rail services, 





$I y 
more impo antly, spare arts. BAC is 
believed to be. running domestic serv- 
s with three to five aircraft, some of 
which are being cannibalised for parts. 
Any further deterioration of domestic 
transport.-would have serious conse- 
quences for what is now Burma’s only 
assured steady source of foreign cur- 
rency: tourists. 

Road-building projects are proceed- 
ing slowly for.lack of fuel,.and energy 
shortages are even affecting water sup- 
ply in the so-called “dry zone,” in upper 
central Burma — many well-drilling rigs ` 
are reportedly standing idle because of 
the fuel shortage: (In some cases, too, 
spare pr cannot be moved from Ran- 
goon for lack of transport.) This has 
forced: people to return to traditional’ 
water sources —~ ponds and the like — 
which are often contaminated. 

— Liz Carver 
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(euy ea 31 March) 
as mage o of 


‘drop in the trade g Det 
” Rs 70 billion (US3$5.43 
ess than 4% of gross: national 






lion). 


duct. The government's pre-budget | 


j survey bore him out: exports 
e by 13% during the first half of the 
cal year (the latest aggregate figures 
ilable) compared with the corres- 
ponding period of the previous year. At 
the same time, imports gained barely 

% for an overall six-month trade def- 
it of Rs 34 billion. 


biggest single chunk of which is remitted 
3y expatriate Indians — probably fell 
less precipitously than earlier feared, 
ugh the survey contained no official 
gures beyond 1985, when net invisibles 
ére Rs 33 billion. Foreign-exchange 
eserves up to January stood. at Rs 77 
ition, 2% off their 1985-86 peak but. 

_eoretontable’ four months’ im- 


the present. Economists 


be only tem- | 


ansien xternal fac- 


-Invisibles on current account — the | 





‘MANAGEABLE GAP- 


(india's trade balance) 


"84°85 "95-86 18687" 
*April-Novemiber 1986 estimated. 
Note: Fiscal year from t April. 


Source: Ministry of Finance, 1986-87 Economic Survey. 





on Gulf economies would take longer to 
translate into demand for Indian goods 
or labour. Remittances from “guest 
workers” in the Middle East will likely 
decline further before they pick up 
again, bankers feel. 

The narrow clearances built into the 
seventh economic plan underscore the 
danger of an abrupt deterioration in the 
balance of payments. The plan envis- 
ages.a financing requirement of about 
Rs 209 billion for 1985-90. Debt repay- 
ments are projected at about US$9 bil- 


lion over the same period and IMF re- 


sts | purchases at about US$3.2 billion. Al- 


together it adds up to about US$30 bil- 


lion to be financed. 
© Central bank officials estimate the 
an period may achieve as much. as 


lion worth. in net foreign aid: 


, no more than US$5 










REVIEWGRAPH by Andy Tang 








utilisation. A further US$4.5 billion can 
be expected in the form of net non-resi- 
dent deposits. Despite all the fanfare 
about India’s emerging equity culture, 
‘million can be ex- 
pected in direct and portfolio: invest- 
ments during the current five-year plan, 
officials add. 

That leaves nearly US$9 billion to be 
borrowed commercially, whereas the 
plan provides for only US$7.4 billion 
worth of Euro-credits. And even this 
unnerving scenario is predicated upon a 
five-year cumulative trade deficit of just 
Rs 200 billion, which India would be 
hard-pressed to. achieve the way things 


are going, Cheap petroleum has offset 


mounting outlays on items like edible 
oils, metals and newsprint so that bulk — 
imports as a whole have just about kept 
pace with the 5% average gross domes- 
tic product growth rate. It may take 
some belt-tightening to keep within 
those bounds over the remainder of the 
plan period. 

In a bid to retool India’s creaky in- 
dustrial plant, the plan projects imports 
of equipment and spare parts to outpace 
gross domestic product growth by one 
percentage point. Despite increasingly 
vocal protests by local capital-goods 
producers, the government’s broad 
commitment to modernisation con- 
tinues to show itself in regulatory re- 
forms.and administrative streamlining. 
Recent examples include the lower- 
ing of duties on hardware and software 
inputs for computer software exporters; 
the extension of export-import pass- 
book schemes to trading companies. as 
well as manufacturers, and the slashing 
of duties on cap goods imports’ for 
designed thrus industries.” T 
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They know that Dubai's Jebel Ali Free 306 m No personal income taxes. 
has introduced exciting trade freedoms s No import duties/export taxes. 
| and benefits, enabling companies to set up m Unlimited cheap energy. 
trading and industrial bases easier in the They also know that with superb facilitie 
| Middle East. including an extensive infrastructure, a | 
| Just look at these benefits—unique to Jebel Ali, the-art communications, accommodation, | 
m 100% foreign ownership. hotels, hospitals, security and every mo: 
m Unlimited transfer of profit and capital. amenity, Jebel Ali is a unique opportuni 
= Nocorporate taxes fora minimum of 15 years. Middle Eastern, European and Ameri can 


markets. 
For more information contact Mr. Edward A. Butler, Dept, OF: 


P.O. Box 3258, Dubai, United Arab Emirates Tet: Jebel Ali 56578, 
Telex: 46580 TPAJA EM Cable: PAJADUB UAE. 
THE PRIDE OF DUBAI 

















































































hat takes you to extremes. 


While you relax during your next jetliner trip, spa 
a thought for the stress that the engines have to endure, I 
take-off, rotational speed can be 800 revs/secor 

Just as higher and higher velocities are constanth 
being reached, environmental factors are stipula 
fuel consumption and noise levels. The last decade has seei 
a 50% rise in rotational speed — with drops in { sag 
of the same order. And the quest continues 

One of the most safety-critical components in aei 
engines is the bearing. Demanding utter dependability to 
withstand the conditions, its task is further complicate: 
by direct contact with hostile combustion fumes. Ar 
at temperatures of some 500°C, it’s simply too hot { 
conventional lubricants. Till recently this prove 
impossible set of constraints. But our R&D | 
overcame them. 

As world demand poses ever tougher pi 
the aerospace industry, SKF provides ever mor m 
plished solutions. Lighter, smaller bearings that rotat 
faster with less friction; that give lower noise ley ne 
work in higher temperatures. In every way, SKF is takir 
bearing technology to new extremes of achievement 


Down to the micro-world of the bearing 





Our search for new answers takes us deep int 
micro-universe of the bearing- where micro-cha 
10,000th of a millimetre are now common-place. And nex 
bearing designs can yield energy savings of up to 80 

For this, high standards of metal-working precisior 
are required — and ‘near-absolute’ accuracy has to be mair 
tained from steel purity through computerised i 
application. 

Now, by harmonising new theory with the reality o 
new technologies we have shown how bearing life—and 
reliability—can be prolonged nigh on indefinitely 

75 years of close customer co-operation has giver 
us the expertise to create a virtually boundless programme 
of ball, cylindrical, taper and spherical roller bearing typ 
in some 25,000 variants. From miniatures weighing thre 
hundredths of a gramme to giants weighing 500 millior 
times more. Assuring our customers worldwide of the exact 
bearing for every application. And ultimate reliability 

Like a jetliner, we will always rise to the sion 


SKE Theexact bearing. 








and precision measured to 1/10,000 mm. pam Lda 
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The Book Every Investor Has Been Waiting For! 


ASIAN STOCKMARKETS: 
The Inside Story... 


304 Pages — Hard Cover, liberally 
illustrated with charts and graphs fully indexed 


What The Professionals Say: 


“A timely, interesting and thoughtful 
analysis of Asian stockmarkets. Anthony 
Rowley’s book makes an important 
contribution to understanding this dynamic 
region.” 


Robert Hormats, Director, 
Goldman Sachs International, New York. 


“With this book Anthony Rowley, one of 
Asia's most experienced financial journalist 
meets a long-felt need for a definitive report 
on Asian stock markets.” 


J. Mark Mobius, President, 
International Investment Trust Company, 
Taipei 


"A very readable and important book 
Securities markets are only now being 
recognised as a principal source of domestic 
and foreign financing to help solve the 
developing-country debt crisis and to renew 
growth. Anthony Rowley deserves applause 
from the financial community for producing 
one, if not the first, book on this subject.” 


David Gill, Director, 
Capital Markets Department, International 
Finance Corporation, Washington D.C. 


ABOUT THE AUTHOR 


Anthony Rowley was Business Editor of 
the Hongkong-based Far Eastern Economic 
Review from 1978 to 1986 during which 
time he travelled extensively in Asia and 
had the opportunity to study capital-mar- 
ket development in the region at first hand. 

Before joining the Review, as Singapore 
correspondent, in 1976 the author worked 
for ten years on The Times in London, 
where he wrote on finance and investment 

His first book, “The Barons of European 
Industry,” was published in London by 
Croom Helm in 1973. The author is now 
based in London as the Review's Interna- 
tional Finance Editor. Anthony Rowley 
was educated in Staffordshire, England 
and at Birmingham University. 
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We are pleased to announce the publication of ASIA) 
STOCKMARKETS: The Inside Story. 


Written and edited by Anthony Rowley, the Review’s business editor, 
this long awaited and much needed book details the strengths, weak- 
nesses, and idiosyncracies of Asia's larger as well as lesser stock mar- 
kets. From the markets of Japan to Indonesia and from Hong Kong to 
the Indian Subcontinent, you get the inside story. Concise and com- 
prehensive, this book alerts you to the many investnient opportunities 
which exist, while at the same time informs you of where and why you 
should be cautious when dealing on some markets in Asia. 


The following Stock Markets 

are covered: 

North Asia 

Japan, Taiwan, S. Korea 

S.E. Asia 

Hong Kong, Thailand, Singapore, 
Malaysia, Indonesia, Philippines 


Sub-Continent 
India, Pakistan, Sri Lanka 





Liberally illustrated with charts and graphs and fully indexed, you 
will find ASIAN STOCKMARKETS: The Inside Story an invaluable 
guide to investing in Asia. 


Whether you are a professional investor or novice this book is must 
reading for you. Your small investment in ASIAN STOCKMARKETS: 
The Inside Story today, may well pay large dividends in the future by 
saving you time, energy and money. 


To order your copies of ASIAN STOCKMARKETS: The Inside Story 
simply complete the coupon below and send together with correct pay- 
ment to: 


To: Publications Division 
Far Eastern Economic Review Ltd., 
G.P.O. Box 160, Hong Kong 
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RO416AS | 


Please send ............ copy(s) of Asian Stockmarkets for which I enclose 
US$35 per copy. O For surface mail delivery add US$2, O for airmail 
; delivery add US$6. 


0 American Express 


I prefer you charge my credit card (tick one):—= H Diners Club 
£ MasterCard 


Card No. O Visa 
j Exp. Date Signature | 
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You may forward payment in equivalent local currency. 
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NON-STOP EVERY DAY. 
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365 days a year. connections every day from Hong Kong and Taipei. 

Korean Air gives you fast, efficient service to All our flights to New York and Los Angeles 
the U.S.A. cities you have to be in. also offer the comfort of Prestige Class. Priority 

Los Angeles, ten non-stops a week. New York, check-in, fine wines, lots of extra space, and more. 
seven non-stops a week. And Honolulu, non-stop So if you're going to the U.S.A. remember 
every day. Korean Air. It’s easy. Non-stop every day. 


And with all our direct flights, it adds up to 35 


flights to the U.S.A. each week. REAN Al Hw | 
Plus, there are convenient connecting flights to 


Seoul from all the major Asian cities. And same day WE'RE HONORED TO SERVE YOU AROUND THE WORLD. 
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West Germany: 
are stable prices affordable? 


With an average 0.2 per 
cent fall in consumer prices in 
1986, West Germany by far 
outperformed all other indus- 
trial nations. Admittedly, this 
result was greatly helped by 
the windfall of an appreciably 
strengthening currency, com- 
bined with much lower costs 
for both oil and raw material 
imports. But even exclud- 
ing the energy factor, the 
country—with a 1.7 per cent 
“homemade” rate of increase— 
has moved to the bottom of 
the international inflation 
league. 

To achieve this, the Federal 
Republic had to go through a 
prolonged period of uncom- 
promising budget consolida- 
tion flanked by stabilization- 
oriented monetary policies. 
Another essential feature was 
the relative moderation which 
has long characterized trade 
union demands and the solid 
support forthcoming from all 
quarters, probably much more 
so than in other countries. 
Behind this attitude lies the 
experience of two hyperin- 
flations in the 20s and 40s, 
through which Germans twice 
lost all their savings—resulting 
in a deeply entrenched sus- 
picion of rising prices. 


Broad consensus 


Thus a broad political and 
social consensus has devel- 
oped on the priority that must 
be given to containing price 
increases. A prime example 
here is the law pertaining to 
West Germany’s central bank 
that, above all, obliges it to 
safeguard the currency—and, 








to this end, accords it a fully 
autonomous status. Indeed, 
the Bundesbank has nearly 
always managed to keep a lid 
on prices: apart from two 
bouts of around 6 per cent in- 
flation in the early 70s and 
80s, the D-mark has remained 
one of the world’s most stable 
currencies, 
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1982 


as income indexation, the rise 
in prices becomes self-propel- 
ling, so that after a time reces- 
sionary policies with all their 
drawbacks in terms of creat- 
ing idle capacity—including 
lay-offs—cannot be escaped. 
Yet until fairly recently, 
politicians in many countries 
sought to secure economic 


Inflation rates in major economies (CPI, % change on year) 
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For a market economy, 
such a performance can hard- 
ly be overrated, since the dis- 
torted prices ensuing from in- 
tolerably high inflation are the 
wrong yardstick for corpor- 
ate investment decisions and 
thus tend to produce an ever 
greater misallocation of re- 
sources. It is, however, next to 
impossible to turn back the 
clock once such imbalances 
have become ingrained. 

Equally bad, inflation has 
proved a scourge from the 
general welfare angle—ironi- 
cally getting worse the more 
effort is spent trying to avoid 
its socially unjust consequen- 
ces. Through such measures 


growth by tolerating a mild 
dose of inflation, claiming 
that this was to be preferred 
to mounting unemployment. 
Sadly, however, there is no 
such choice, as putting jobs 
first by maintaining high 
levels of demand through easy 
money all too soon turns out 
to be counterproductive. For 
in the longer run, inflation 
cannot reduce joblessness; it 
is, on the contrary, one of its 





chief causes. West Germany’s 
eminent success on the price 
stability front is probably due 
to its accepting this unwel- 
come truth early on, while the 
other major economies only 
did so at the 1977 London 
summit—which became piv- 
otal for the subsequent world- 
wide fight against inflation. 


Rigid labour laws 


In West Germany, the re- 
sultant lower price rises have 
unfortunately not immedi- 
ately translated into less un- 
employment given the latter’s 
various structural compo- 
nents. Besides adverse demo- 
graphic trends, insufficient 
flexibility in the labour market 
is perhaps most to blame—es- 
pecially as regards too rigid 
regulations stemming largely 
from welfare concepts carried 
too far. This is, incidentally, 
also the reason why any—in 
some cases desirable—down- 
ward movement of wages is 
as yet unthinkable in Europe. 

The issue is not, therefore, 
whether West Germany with 
its still 2 million jobless—is 
paying too dearly for stable 
prices. For the unemploy- 
ment problem cannot simply 
be solved by reflating but on- 
ly by implementing broadly- 
based growth policies de- 
signed to create overall con- 
ditions conducive to corpor- 
ate investment, focussing on 
taxation and greater labour 
market flexibility. On both 
counts, much remains to be 
done in West Germany, and 
recent government proposals 
still fall well short of the 
mark. But no matter how 
these issues are tackled, hard- 
won price stability should not 
be put up for auction. 
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- THOSE who are waiting for further 
otporatisation of Malaysia’s stock- 
roking firms are warned not to hold their 
reath. The government intends to 
ading licenees to the country’s 









xchange (KLSE) has yet to be told of- 
icially of the government’s decision, 
he message has come through suffi- 
ie nd ‘clear on Kuala Lum- 

informal channels 
rporatised stockbrok- 
drafting a rude memo. 
nister. They can expect 
port of Arab-Malaysian 
Merchant Bank (AMMB), which must 
ze feeling rather ill over the M$3.5 mil- 
ion (US$1.39 million) it is believed to 
yave spent acquiring 61% of Kris Secu- 
r in March last year in a bid to get 

ratisation ball rolling. 

-A few other parties are probably 
feeling nauseated as well. Not least of 
these is Malaysia’s fourth-largest bank, 
Public Bank, which is in the middle of 
tiations with G. P. Securities, a firm 



















have been taking over before it disag- 
reed with G. P.’s partners on the price. 
Others might include Malayan United 
Bank, which is reported to be wooing 
Othman & Ng, and Hong Leong Credit, 
which is awaiting approval of a M$4 mil- 
lion deal to acquire 61% of Zalik. 
Public Bank’s new president, Tan Sri 
Datuk Thong Yaw Hong, will no doubt 
be particularly irate. Thong will recall 
“nat when he was secretary-general of 
he Ministry of Finance, it was his then 
deputy, Datuk: Ramon Navaratnam, 
who was chairman of the “task force” 
charged with looking into the corporati- 
sation issue. After long deliberation, 
the task force decided in 1986. that it 
vould be better for the development of 
KLSE as a mature and responsible 
ange if the quality of the existing 
member firms was upgraded with thein- 
jection of capital and managerial exper-- 
tise from the banking sector. 

_ But what has happened? The only in- 
stitution to have bought into a firm’so 
far is a merchant bank, while the retail 
‘banks ——-no. doubt casting covetous eyes 
at the money being made by their “big- 
four” colleagues south of the Causeway 
in Singapore — seem to have been 
working quietly behind the scenes to 
bypass the existing brokers and get fresh 
licences. It is also worth noting that 
Bank- Bumiputra, Malayan Bankin 











hile the one large retail bank to have 





Bank Bumiputra was supposed to | 





and UMBC are all government-owned, || 





beén encouraged to continue its negoti- 


ations with an existing broker — Public 
Bank — is in private hands. 

The brokers have no illusions as to 
what will happen if the three banks get 
their licences. In Malaysia, where brok- 
ing firms are not allowed to maintain 
branches; how, for instance; is a 
stockbroker in Muar going to compete 
with a bank that has Branches all over 
the country? And with whom would a 
foreign-fund manager rather deal — 
two partners in a firm he does not know 
or a bank owned by the government? 
© ONE of the arguments of the banks, 
of course, is that the brokers are bein 


greedy in their asking prices. Shro 


would find this reasoning more convinc- 
ing had the banks not offered the KLSE 
payments of M$5 million each, for 
‘development” purposes as a token of 
appreciation for their new licences. 

Then there is the “can-of-worms” 
defence — that firms are still facing so 
many law suits stemming from the Pan- 
El debacle that the banks have no idea 
what liabilities they may be taking on. 
The brokers’ riposte to this has been to 
point out that allowing banks to under- 
write, deal in and finance share issues is 
a sure recipe for insider trading. 

@ AS if on cue, allegations of unethical 
dealing have been levelled recently at the 
‘one broking firm to have been taken over 


"by a bank so far — Arab-Malaysian Secu- 


rities (AMS) —-_ and its 61%: parent, 
AMMB. These allegations, which centre 
on the recent flotation of Malaysian In- 
ternational Shipping Corp. (MISC), 
haven been denied vigorously by AMMB 
managing director, Datuk Malek Meri- 

AMMB was not only adviser to 
MISC on its flotation and subsequent 


-listing a few months ago, but was also 


joint-lead underwriter of the issue of 
84.9 million shares at M$2.40 a share — 
the largest issue in Malaysian corporate 
history. AMMB also provided 90% 
financing through its Arab-Malaysian 
Share Application Service (Amsas) for 
customers seeking to buy the MISC 
shares, ‘while its AMS subsidiary was 
heavily-involved in plugging the issue to 
overseas instittitional investors. 

~ There were a number of curiosities 
about the MISC issue, not least of which 















` were it not for the fact that of the 940 
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was its timing, which coincided wit 
nadir of the business recession in M 
sia. Then there was the very high level 
of applications for shares —- 940 in fact 
—~ which were disallowed because the 
same applicant had submitted more | 
than one form. Finally, what really toc 
the market by surprise was that on 
ing, the share more than double 
value even though the issue had bee 
oversubseribed only 1.2 times, 

The reason for the timing se 
straightforward enough. One of 
ginal shareholders (market rum 
the Selangor state government) was 
hard up for cash. This explana z 
reinforced by the widespread 
the market that Perangsang (morno 
tional, the investment arm of the Selan- 
gor government, sold at least 10 million | 
shares op the grey market prior to the — 
listing, ata price below M33. we 

As for the high level of multiple ap- 
plications, however, explanations are. 
not so easy. Why, for instance, were 
multiple applications nearly double 
those in the yeian Airline System 
flotation in 1985, which was over- 
subscribed 6.6 times? AMS argues that 
the high success rate of the applicants i 
the balloting exposed a higher propor- 
i applications, but this 
explanatio snot take into account 
the fact that it was known to the market 
that subscriptions were going very 
slowly. 

@ THIS question would be only of 
academic interest to issuing houses. 












































































































multiple applications, 151 were made: 
through Amsas, and, therefore, used the 
same accommodation address. In addi 
tion, one would-be investor has lodged 
a police. report claiming that an 4 
thorised application for shares 
made through the Amsas scheme 
his name and identity card n 
which hé suggested had been o 
from an earlierapplication he had mad 
for a car loan from Arab-Malaysi 
Certain other aspects will bi 

terest to the Capital Issues Committe: 
to which the whole matter has been re- 
ferred by the issuing house. In particu- 
lar, some MISC staff (for whom. a por- 
tion of the issue was reserved) have 
complained that they were lured into. 
selling their stock to AMS — at a pric 
rumoured at around M$3 — priorta th 
listing. So what, you might say: cave 
vendor. But Shroff wonders what th 
moral position might be in a case wh 
an underwriting bank was mak 
bearish noises. on the uptake of a new 
issue when it knew from its broking ¢ub> 
sidiary that there was suficient len 
interest at prices of up to. ashore ty 
take up any under- KA 































By John Mulcahy in Hongkong 
‘AA fter ‘vacillating for more than a 

™ week, Hongkong’s investment es- 
tablishment has banned the. intensely 
_ controversial plan by three major listed 
companies to issue a. new class of lever- 
aged voting-right ordinary shares. A 
-joint statement from the chairman of 
_the Stock Exchange of Hongkong 
_ (SEH) and the commissioner for securi- 
ties announcing their.disapproval came 
in.the. wake of a decision by two. of the 
mpanies, Cheung Kong (Holdings) 
and associate Hutchison Whampoa, to 
_ withdraw their B-share listing applica- 




















-The move to establish a second tier 
of ordinary shares, boasting equal vot- 
ng rights. but carrying a nominal value 
only 10% of the first tier, was initiated 
by Jardine: Matheson. Holdings (JMH), 
nd shamelessly plagiarised by the 
eung Kong group days later. It crys- 
_tallised investor opposition to an extent 
arely seen in a market noted for share- 
holder apathy and deep-seated reluc- 
lance to antagonise the big poes 
iriously, the JMH plan, initially 
iven verbal approval: by the SEH and 
ly cursory and uncritical attention by 
Office of the Securities Commis- 
ner, failed to move investors to ac- 
micalanalysts say that after a 
ries of unpopular corporate man- 
jeuvres; yet another control-entrench- 
ng ploy from the JTMH camp was almost 
be expected. 
t when the darling of the Hong- 































Hongkong blocks the issue of special voting control shares 


kong market, Li Ka-shing, presented 
his plan, even though it proposed a less- 
extreme dilution of equity to lower- 
value B shares than did the JMH 
scheme, shareholders erupted. Coming 
from a company that has never. had a 
rights issue, and whose capital has in- 
creased primarily by free scrip issues, 
the creation of B shares, formerly the 
exclusive domain of traditional British 
hongs such as Swire Pacific and 
Wheelock Marden, was viewed as an at- 
tempt by Li to disenfranchise his loyal 
constituency. 

A key difference between the 
Cheung Kong situation and that of JMH 
is that Li already has secure control of 


: Cheung Kong and, through it, of Hutchi- 


son, while control of the JMH group by 
the founding Keswick family is exer- 
cised by way of a cross-shareholding 
structure involving Jardine Strategic 
Holdings (JSH) and the Keswick in- 
terests. JMH has 46% of JSH, which in 
turn has 26% of the top company, with 
the Keswicks holding an estimated 10% 
of JMH. 

JMH proposed issuing four B shares 
for each existing share, at no subscrip- 
tion, and bearing a nominal value of 
10% of the ordinary shares. Cheung 
Kong and Hutchison had proposed one- 
for-two issues, which meant that suc- 
cessful passage of the JMH scheme 
would have vested 80% of the group's 
voting rights in the B shares, while the 
Cheung Kong/Hutchison stable would 





missioner indulged in an elaborate pass- 
the-parcel exercise when the heat began 
to rise. The dither was apparent up to 
and including the official statement ban- 
ning further issues, as it referred specifi- 
cally. to B shares» providing no generic 
definition. prohibiting,.say, the issue 
of C shares.or indeed any permuta- 
ie of shares with differential voting 
rights. 

Ë What the exchange and the Securi- 
ties Commissioner did not spell out, but 
which the opponents and protagonists 
unequivocally understand, is the princi- 
ple involved in the B-share issue. Sim- 
ply put, the creation of B shares is an at- 
tempt by a minority of shareholders to 
gain an advantage over the majority for 
which they are unwilling or unable 
pay. As complex and intricate as t... 
specific. cases may. become, an under- 
standing of that motive is an essential 
guide through the morass. 


A assessment of the principles will 
now be undertaken by the Standing 
Committee on Company Law Reform, 
at the behest of Secretary for Monetary 
Affairs, David Nendick. In referring the 
matter to the committee, Nendick 
stressed there were merits and de- 
merits, citing deliberations on the 
issue now under way between the 
New York Stock Exchange and Hong- 
kong’s Securities and Exchange Com- 
mission. 

Complicating the case has been the 
fact that nowhere in Hongkong’s statute 
books is the issue of multi-class share 
structures proscribed, and an option 
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%7-72b 
(US$52.4m) 


















Forecast for current year group profit is ¥14b and sales 
¥740b based on rationalisation efforts and expected 
market price increases in agricultural chemicals and 
petrochemicals due to world oil price recovery. 



















“Rs 390.7m 
(US$30.3m) 


















M$3.85b 
(US$1.5b) 



















Rs 8.24b The company is 51% owned by British incorporated 
(US$638.8m) Unilever Plo, 

M$10.97b Group results do not include those of Bank Bumiputra 
(US$4.4b) Malaysia. 











| Mg30.4 
| (US$i2.1m) 











Profit fall was attributed to low commodity prices in 1986. 
Better performance forecast for current year. 


M$101.1m 
(US$40.2m) 




















$$358.71m 


Restructuring has led to strong gains in performance after 
(US$167.9m) 


loss of $$1.34m the previous year. 








Arecovery in residential property prices should boost profits 
this year. 














: S25 94m 
i (US$18.1m) 



















A$453.28m 


Net excludes extraordinary profit of A$89.32m. Flat 
(US$316.5m) 


performance reflected changes in Australia's tax system 
sini cyclical-downturn in revenue growth in the local TV 
industry o a ; 













lable to JME 
p and anyone 
issue. ‘such shares but not to list 
em. 
Several intriguing insights into the 
zlationships within Hongkong’s busi- 
ess community have become apparent 
uring the B-share debate, the first 
ing the usually disguised hostility be- 
nd the Jardine camp. While 
lective interests would undeni- 
bly have been better served by a joint 
n the principle of differentiated 
oting rights, the two groups chose in- 
ead to go their own ways, arguing the 
espective merits of their individual 
ases instead of combining to defend the 
rinciple. 
JMH is the archetype British trading 
ouse, while Li is a comparative new- 
omer, but one who has been stagger- 
gly successful in building an empire 
ow accounting for an estimated 25% of 
fongkong’s.. stockmarket capitalisa- 
1. Relations between Li and the JMH 
«ip have never been particularly cor- 
lial, and tensions between the two have 
it times erupted into heated argument, 
uch as during their uneasy joint control 
if the property group International City 
Joldings. ee f l 
- Indeed, one story doing the rounds 
fter Cheung Kong and Hutchison 
lropped their B-share bombshell was 
hat Li was intentionally aiming to 
abotage the JHM effort, perhaps with 
in eye to bidding for the group himself 
it some point. His opportunism, both in 
ittaching himself to JMH’s coat-tails 
ind the timing of his withdrawal before 
he official position on the subject was 
innounced, tally with Li’s renowned 
iense of timing. 

Having precipitated a heavy sell-off 
sf the Hongkong market, Li was able to 
sast off the villain’s cloak and emerge as 
he market’s saviour, leaving JMH to 



























































































lick its wounds and fume over the abor- 
tive plan to give the Keswick family a 
way into absolute voting control of the 


group its ancestors founded. 


Aspects of the B-share controversy 
had the ingredients of deja-vu, as issue 
by Wheelock Marden of its B-shares in 
1972 was by no means a universal hit 
with investors, and the investment com- 
munities in London and Hongkong then 
expressed serious. reservations about 
the disproportionate power it placed in 
the hands of the directors. Unfortu- 
nately, no principle was established 15 
years ago, and neither the exchange nor 
the securities commissioner could in- 
voke a precedent for use in the current 
example. That in itself should be a les- 
son. As in the current. examples, the 
Wheelock Marden B shares, and those 
of Swire Pacific before them, had as 
their foremost objective the perpetua- 
tion or entrenchment of control in exist- 
ing hands. 


Ag hile different tiers of voting rights 
exist in some other countries, they 

are generally acknowledged to be unfair, 
and the few remaining instances in Lon- 
don regularly incite vehement. debate, 
such as Great Universal Stores, in which 
the controlling family holds 51% of the 
voting rights, but only 1.5% of the 
equity. Comparable anomalies exist in 
the Savoy Hotels group and W. H. 
Smith, the newsagent and bookstore 


group. 

ese exceptions are regarded pre- 
cisely as that, and in Hongkong there 
are numerous permutations for abuse of 
es ala voting rights, ranging from 
the legal right of directors to issue up to 
10% of a company's capital without 
seeking shareholder approval to the po- 
tential for diluting the voting rights of A 
shares. A director, for example, can sell 
an asset to the company in exchange for 


B shares, and provided th 
present more than : o 
capital, do so without going to shar 
holders in advance. At the same Um 
outside. acquisitions could be 
paid for by the issue of A shares, 
thereby diluting the holdings of A. 
shareholders. 

Securities Commissioner Ra 
Astin’s earlier call forthe establi 
of a general principle is logical, 
it does raise questions over the st aa 
Swire Pacific, and to alesser extent ihe 
former Wheelock Marden subsidiaries 
still listed, such as Realty De si 
Corp., Lane Crawford and Hon 
Realty and Trust, all of which 
B shares on issue. 

Assuming that the principle es 
lished finds B shares, to be unaccep 
ble, will this restriction apply also to 
those in existence, and which hare 











panies be wound down, and if nc 
will these conflicting princip! 
conciled? ae! 

A- theme common-to the JMH a 
Cheung Kong proposals wag an immo! 
est assumption that shareholders w 
be prepared to go to any lengths to 
maintain existing management Struc- 
tures, but events have shown that share- 
holder loyalty may not stretch to such 
transparent manipulation of control 
mandates. 

The reality of the matter is thatinall 
three cases presented to the Hongkong 
market recently, the primary objective 
is to establish impregnable management 
control from a minority equity position, 
a proposition that cannot conceivably 
find favour with anyone but those di- 
rectly: benefiting from the structure. 
Unless, that is, the Standing Committee 

on Company Law Reform finds in 
| favour of B shares. yI 
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_ TAIWAN grabbed the lead in the period to 6 Apr., with its weighted price index 
scoring another record high. Japan was not far behind in gains made as bargain hun- | 
ters made.a beeline for construction and steel stocks. 


HONGKONG: Prices sank further in the holiday- 
shortened period as investors mulled over the im- 
plications of several proposed B share issues. Pun- 
ters were reported to be unhappy over the pros- 
pect of major shareholders using B shares to re- 
tain control at a minimum. cost while cashing in 

eir more expensive A chips (page 86). The Hang 


ly turnover of 169 million shares, 
3 million (US$123.4 million). 


: ion stocks rose while real es- 
tate and railway issues tapered off. Volume aver- 
aged 1:5 billion shares a day. The Nikkei Stock 
Average shed 152.56 points.on the last day of the 
eriod to close at 22,586.11 points, but still 958.54 
points up against the previous period’s close. Ro- 
tional buying was evident, with institutional in- 
vestors buying nearly all construction and related 
companies. Large capital issues, particularly steel 
and even depressed shipbuilding companies, were 
bought. The market anticipated higher infrastruc- 


ture spending to result from Prime Minister 
Yasuhiro Nakasone’s late April visit to the US. 


: Markets rotketbd to record hi hs 
ivy overseas buying of gold stocks plus 
ofinterestin bluechip industrials, re- 
ed in favour of resource and min- 


a 10-month high at’71 US cents 
| y bad news for mining stocks) and 
the prime rate. The All-Ordinaries Index 

s Prints to close the period at 1,746.4, 
d Index the strongest performer, up 
200.2 points to 3,026.9: More than 630 million 
were traded over the period, worth A$1.2 
1 (US$851:1 million). 


NEW ZEALAND: The market celebrated the start 

then ancial year by heavily marking back 

os: leading issues: Heavyweights were particu- 

the selling sentiment which has pre- 

1987 was reasserted. The ab- 

y company news ör new bid activity 

ean was nothing to relieve the situation. 

iterest rates rose on: reduced liquidity in the 

ake of a big 7 Mar. tax payment. Volume for the 

yeriod totalled.37.6 million, valued at NZ$80.97 
million (US$45.5 million). 


Y: Selected blue chips gained ground on 

support from institutions. The announce- 

one-for-one. bonus issie and 34% di- 

ustan Lever, a multinational af- 

iliate, h the BSE Index to reach 535.61 

ints. The central bank’s decision to cut lending 
rates also cheered the market. 


=: Shares fell in light trading during 

the first three days of the period in response to a 
sell-off on most major bours mpted by fears 
of a US-Japan trade: war: Prices recovered later 
and Fraser's Singapore index ended the. period 
62.09 points higher at 6,367.66. Special situations 
ated trading, with interest concentrated in 








United Motor Works, Paper Products and Sealion 
Hotels, the name of which. is about to be chang- 
ed to First City Corp. Trading was quiet 
ahead of the United Malays National Organisa- 
tion elections in Malaysia, with turnover aver- 
aging 21 million shares a day worth S$46.52 mil- 
lion (US$21.8 million). 


KUALA LUMPUR: Trading turned listless, with 
volume down for the fourth consecutive period, 
ahead of a state election in Sarawak and a United 
Malays National Organisation’s presidential elec- 
tion. Good results from Esso spurred some in- 
terest and a few of the Malaysian financials, did |. 
well, however. Fraser’s Industrial Index closed 

70.93 points up to finish at 3,828.48, largely due to: 

renewed buying interest after the weekend. Aver- 
age daily volume was 8.04 million shares, valued 
at M$13.55 million (US$5.4 million). EE 


MANILA: Profit taking shaved the previous 
period’s gains though favourite commercial-in-- 
dustrial (C-I) issues San Miguel and Philippine 
Long Distance Telephone continued advancing 
on strong buying support. Average turnover came 
to P106.2 million (US$5.2 million) a day, up 
26.5% from the previous period on volume of 
570.07 million shares, down 23.3%. The C-Tindex 
went up by 20.16 points to close at 664.06. The 
mining and oil indicators lost 102.46 and 0.099, re- 
spectively, to close at 3,348.37 and 2,377. 


TAIPEI: With breaking records becoming a mat- 
ter of routine on the Taipei stock exchange, it 
came as no surprise when the weighted price index 
broke above the 1,400-point mark for the first 
time, closing at 1,461.79, up 78.24 points on the 
holiday-shortened period. Trading volumes: also 
wrote new records both for one-day transactions, 
— NT$8.22 billion (US$240.8 million) on 3 
Apr. — and average daily transactions of NT$7.2 
billion. Financial shares were the best performers, 
rising 10% on the strength of investors’ hopes for a 
rumoured revaluation of banks’ fixed assets. 


BANGKOK: The market remained steady in the 
absence of fresh incentives. A slight upward 
movement towards the end of the period was due 
to the expectation of dividend payments at some 
counters, including Dhana Siam, Thai Tin Plate, 
Siam Cement and Jalaprathan Cement. As a re- 
sult, the Book Club Index put on 0.05 of a point to 
close the holiday-shortened period at 206.24. Vol- 
ume totalled 4.82 million shares, worth some Baht 
1.01 billion (US$39.3 million). 


SEOUL: A short but sharp drop in mid-period fol- 
lowing the release of details of a government plan 
to slow the market’s rise meant a net fall of 2.98 
points, as daily average trading dropped 7.96 mil- 
lion shares to 71.45 million, worth Won 80.16 bil- 


lion (US$94.7 million). The short-lived nature of | 


the drop — one day — underlined long-term in- 
vestor confidence. Insurance issues fared best ris 


ing 7.5%, followed by construction, up .7.4% 00) 


Non-ferrous metals fell furthest, down 9.3%, fol- 
lowed by transport, off 8.3% Aa 
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Koreaintermatinal Trust US$20.67 -24 
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‘Hongkong wid: {Sangha Banking Corp. tor banknote selling rates wher availabe 
ont the Hongkong market and Lark Intemational Finance tor officiai rates, Ruuter tor 
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Must reading 
for anybody 


interested 
In China... 


"347 pages Soft cover, HK$99— US$12.95 


Published by Far Eastern Economic Review 
Ltd. and compiled and edited by J. Minford 
and Geremie Barmé SEEDS OF FIRE a new 

_ anthology of translations in which many of 
todays most provocative Chinese writers _ 

_ probe beneath the official surface is essential 
reading | for anybody interested in China. 


Entertaining and informative, SEEDS OF 
FIRE will allow youa ‘glimpse at the deeper 
and more complex layers of contemporary 
hinese society. 


Its stories, plays, essays and poems quite 
_ different from the mainstream offerings . 
-already available, make it must reading. 


When ordering directly please add HK$15.50 
(US$2.00) for surface mail HK$46.00 
(US$6.00) for airmail. 


Address orders to: 

Far Eastern Economic Review Ltd., 
Publications Division 

GPO Box 160, Hong Kong 





UNDER INSTRUCTIONS FROM 

CARLTON AND UNITED BREWERIES LIMITED 

PLANT AND EQUIPMENT SURPLUS TO 
FUTURE REQUIREMENTS 


|| Tolowing tems of Plant and EG ipm 
SY Steel tour part Brew Plante 


New South Wales) œ “iiei 
Gal tive part Brew Plant # 200,000 + Stainiess Slee! Side ; a: 
#712 Mild Steel Rotary Maltings Prims yera COREEA ae x ae 
(located Melbourne, Victori i . 
it is anticipated that the: successtul rohaser will acne this 
forexport. (Offers close al the’otlices of the seling agents mide: 
21st April) k nt, brochures and further detai B no! 


TE MAF } 
‘© Stainless: Slee esol .: Pai . 
“equipment @ umpa, 
Vie Bottlers, can fillers and packers @ Grai Egu ented 
“miscellaneous Process and Passage Pi lant ® Generators © 
om Steeldte < 


LOOAM WEDNESDAY 20TH. Apr 
STREET, FORTITUDE VALLEY, 


: iu, Street, Spring Hi Sunaitalanel 4000, 
Australi i wa or 








“Look up any technical Who's Who? — at almost each letter of 
the alphabet you will find at least one famous scientist of Mure 
garian origin. Most of them graduated from the Technical Uni 
versity of Budapest. The education system of this Universily is 
well-known and highly recognized all over the world. 


2 Now, this opportunity is extended: foreigners may take up 
‘studies at the TUB: 


Preparatory courses —- pre-engineering courses 
B.Sc and M.Sc courses 
Postgraduate training — Ph.D dediee, 


in Mechanical, Electrical, Chemical, Transportation, Civil Erm 
gineering and Architecture. 
Degrees and credits are accepted or can easily be nostificated 
in most countries of the world. 
Tuition language: English or Hungarian 

The tuition fees and the.cost of living are moderate. 
The requirements, nevertheless, are severe: to meet eri $ 
you must study very hard. 


Ask for further information and free brochures: 


Technical University of Budapest 
Department of Studies 
International Students Office 
Miiegyetem rakpart 3/9 

'H-1111 Budapest, Hungary 
Phone: 36-1-452-179 
Telex: 225931 muegy h 


























|: is harsh, cruel country here in 
F north-central British Columbia (BC). 
“Tt-can snow every month of the year, 
and in the winter the temperature 
-plunges to 40 below zero for weeks, so 
nothing moves. By late October the bit- 
rly cold weather closes the Kucho 
reek Mine, 60 miles through the rug- 
d, forested mountains from the 
earest road at Deas Lake. ] 
‘The tough, open pit asbestos miners 
ad problems. other than the short, 
three-month working season. For years 
-they had to bulldoze aside bothersome 
boulders big as tractors exposed 
< whenever they blasted a new seam. 
In 1969 a company mechanic and 
amateur lapidarist (rock hound) took a 
at the hard, green stones. 

ey ephrite, a form of jade, the 
gemstone almost worshipped in the 
Orient. It was soon discovered that BC 
i s largest known supply, 
| belt stretching from the 
province up to Yukon and 

























































































ct at the Cassiar asbestos mine, in 
ucho Creek: Mine, the world’s 
near Deas Lake (self-styled 
-of the world) and in small 
ghoutthe north. 
‘Stone of Heaven,” comes 
adeite, slightly harder, 
isplays lighter, more brilliant colours 
ging from white to apple green, and 





takes a high, gl 
medium to dark green stone with a 
lightly oily lustre when polished. It is 
found throughout the world, but mainly 
in Canada. 









a, controls about 
ade, including that 
Cassi: Its Kucho Creek 
oduces about million lb a year, 
of which some 30-60% marketable de- 
nding on supply and quality. Mohawk 
ies the boulders from the mine site to 
-Deas Lake, the nearest road, then 
trucks it far south to Vancouver. 
© Small “mom-and-pop” operations, 
miners and rock hounds that bring out a 
few tons at a time, are scattered around 
northern BC. Jade mining is a strange, 
secretive business, full of rumours and 
not many hard facts. “A lot of people 
working out there are reluctant to pass 
on information. They are real fron- 
tiersmen,” says Klaus Brueckl of the 
mineral policy and evaluation branch of 


he department's statistic 
roduced 96,268 kg va 
(USS 263), in 1984 123 
C$1.040,713, and in 1985 70,000 
€$376,000 — an indicatio ft 





‘from Vancouver’s Jade World —~ the 


ay, jade is extracted asa by- | 


lassy polish. Nephrite is a | 


through its sub- | 5 
Cutting nephrite boulders in Vancouver. 





ly varying prices for the gemstone. 

Lower-quality nephrite is made into 
book ends, candlesticks, havin kits, 
souvenir items and tiles for floors, 
counter tops and walls. BC artists carve 
the. better-quality stone into valued, 
plowing- green sculptures. The British 

useum displays a work by a carver 


only company to mine, manufacture, 
retail and wholesale the gemstone. But 
most of BC’s jade production goes to 
Asia, particularly Taiwan, which buys 
an estimated 300-400 tons a year and 
controls the export industry. 

“We sell mostly to Taiwan, but try to 
keep it down to 100-200 tons a year be- 
cause we don’t want to flood the mar- 
ket,” says Mohawk’s minerals manager, 
Matt Waldner. 

_ Raw jade prices depend on availabil- 


wT 











ity, quality and size, the colour, flaws 
and impurities. Depending on who you 
talk to in this secretive business, quotes 
range all the way from 50 US cents a Ib 
for low-grade, large rocks to C$25 or 
higher for smaller carving and jewel- 
lery-quality stones. There can be many 
different grades in one rock. 


To dealers come directly to 
Canada to bid for the giant rocks. It 
is just like haggling in a bazaar, says 

Jade World manager Jeannie Maccul- 
Joch, who parks jade boulders in the com- 
pany’s Vancouver property backyard. 
“You have to argue over the quality of 
every piece. It makes for some tough 
bargaining and sometimes takes days.” 

_ Everyone selling this non-renewable 
tesource believes prices should be bet- 
ter. From a high some six or seven years 
ago, prices plunged in the early 1980s 
and are just recovering. Jade producers 
complain that in BC, unlike New Zea- 
land and Australia, there is no govern- 
ment control of the industry. 

“The Taiwanese essentially dictate 
prices to the jade miners,” says Wald- 


| 










ner. “We have never been profitable in 
this sector.” While Mohawk takes a 
hard line on price, sales to small miners 
are reported from C$1 a ib and lower, 
he says. “We refuse to sell at those kind 
of prices. We sell from about C$2.50.a Ib 
for the lower grade material to more 
than C$25 for high grade. We have 
made some sales recently that have 
been quite a bit higher, but not to 
Taiwan.” Waldner says the BC small 
miners should be educated as to the true 
value of the gemstone. “We are getting 
better prices than anybody else, butat 
has been a matter of sitting back ¿& ` 
holding the line.” 

Much. of the jade that crosses the” 
Pacific comes back, carved in the form 
of indigenous Canadian fauna. With its 
jade-carving experience and cheap 
labour, Taiwan factories mass-produce 
stone bears, geese, whales and owls 


| cheaply. While local dealers dismiss the 
| work as poor-quality trinkets, they can- 


not compete in price, 
Jade producers fear that the lack of 


| proper marketing bas harmed the indus- 


try’s image. “In Hongkong, nephrite is 
looked upon as an inferior material, and 
it is our own fault,” says Waldner. “We 
have sold it for too low a price and the 
Taiwanese have done all kinds of things 
with it that are just not appropriate for 
the material. They complait about the 
poor quality, but they use every last lit- 
tle bit of it, so we see some real junky. 
jade, some real garbage.” 

Worldwide ‘competition for the 
green stone is growing, however. BC 
sells jade to South America and the US 
West Germany, Australia and Ne 
Zealand. More Asian countries are in- 
terested. Jade World has had buyers 
from China bargaining for the stones in 
Vancouver in the past five years. This 
jade does not come back in the form of 
BC wildlife for tourists. “They do their 
own, very detailed, Oriental-style carv- 
ings,” notes Macculloch. 

Other Asian sales are erratic but in- 
creasing. Last year, Mohawk shipped 
some 40 tons to a joint Hongkong- 
Singapore company. “We certainly get 
better prices selling to them. The only 
place we are having trouble getting the 
prices up is in Taiwan,” Waldner says. 

Still, the Taiwanese polar bears and 
owls catch the:eye of Japanese tourists 
and businessmen, and the green jade 
often crosses the Pacific for the third 
time as souvenirs. From frigid northern 
BC to. Tokyo's bedrooms and board 
rooms is a long and circuitous journey. 

~ Garry Marchant 


One of the most successful 


Despite a difficult trading 
period for banks internationally, 
‘the Commonwealth Bank of 
Australia last year recorded its 
best year, ever. 

With a pre-tax profit 


AUD $445.5 million. 

We credit this success to 
our ‘forex’ capability in the key 
financial markets of the world. 

Our loans packages, which 


are noted for their innovation 


and flexibility. 


The high quality of our 








asset portfolio, a key factor 
behind the Bank’s remarkably 
low level of loss reserves in 
comparison with many banks 
trading overseas. 

And certainly the trading 
skills available through our 1300 
computer linked branches, inside 
and outside Australia. 

Enabling us to offer a 
specialised local knowledge of 
urban markets, and Australia’s 
vast rural and mining industries. 

The Commonwealth Bank 
is an acknowledged leader in 


the development and application 













of computer technology w h 
superior corporate and hon 
electronic banking facilities. 

Ifyou believe good busin 
results from working with 
successful trading partners, yo 
don’t have to go all the way to 
our Gulgong branch in 
South Wales, Australia, 


(Pictured above.) 









You'll find one of the most 


Tokyo, Tel 81 (09) 213 7311, Telex J28167. Hong Kong, Tel 842 (5) 22 1005, Telex 80468, Singdpore, Tel (65) 224 3877, Telex R920920. Head Cifice, Sydney 


Telex 177666. Los Angeles, Tel 1 (213) 6894702, Telex 4720579. London, Tel 44/01) AS00822, Telex 883884 Chicago, Tel 1 1512) 876 12: 
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ANIA IMPORTERS 


ngkong 
wedish Motors Lid 
19 Wong Chuk Hang Road 
Aberdeen 


harapan Mandiri Utama 
alan Pangeran Jayakarta No. 32D-E 
Jakeria Pusat 







ads within medium-heavy and 
vy transport. A truck research- 
designed, developed and built 
emost exacting standards 
eated by man, computers and 





advanced technology. Itis this 





kind of expertise that has made a 
Scania what it is today. Rugged, 
reliable, fuel-efficient, strong safe. 
Remember, when it comes to total 
economy, one name stands out. 
Scania. 




























Korea Singapore Taiwan 

Saab-Scania Liaison Office Scantruck Engineering Pte Ltd Foretront International Ltd 
Room 308. Daekwang Bidg 26 Tuas Avenue B 8th Fi. Formosa Plastics Bldg 
7—15, Nonhyun-Dong Singapore 2263 201 Tung Hwa N Road 
Kangnam-Ku. Seoul Taipei 

Malaysia Saab Scania, Scania Division Australia 

Scandinavian Motors Sdn Bhd South East Asia Regional Office Saab-Scania Australia Pty Lic 
No. 5 Lorong $$ 13/3C 354 Orchard Road. 08-03 Shaw House 34 Glenbarry Road 

Subang industrial Estate Singapore 0923 Campbellfield, Vic, 3061 


Subang Jaya. Selangor 
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Write to your local importer or mail this coupon to 
Saab-Scania, Scania Division 
§-151 87 Södertälje, Sweden 


Please send further information about the Scania 


tana range of commercial vehicles to: 


san Motors Ltd 
5240 


All the signs lead to Scania 







Saab-Scania, Scania Division, 
Södertälje, Sweden. 
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the N Mandarin Sinapo ore 


S$205.00 nett’! 


Mandarin Executive Package 





charge at The Library and Kasbah 

+ No charge for second person 

sharing the room * Late check-out 
can be arranged ® Special rates a an 
extended stay (third night onw: 

$$95.00 nett) 

*Rates include service 
and tax. Valid till 31 
December 1987. 


Plus 2 incredible 
options! 

50% discount of these 
rates: 

* Half-day city sight- 
seeing tour $$16.00 

* Selfdrive airconditioned car 
$$85.00 (1300 cc, unlimited mileage) 





< Deluxe room in the Main Building 
* Complimentary fruit basket 
<+ Chinese tea service in room upon 
check-in © Welcorne 

drink è Free use of 
Mandarin Recreation 
-and Health Club 
facilities (except for 
_ massage and squash/ 
tennis courts) 
©. «Complimentary 

“coffee/tea making 
facilities in room 
è Free shuttle service 
from hotel to Shenton Way 
everyday at 8.40am ° No cover 





































For reservations, contact: 


Hogere 


Tix: RS 21528 MANOTEL. Fax: 732 2361. 
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tn the tradition of emperors. 


on one of Singapore Airlines’ modern neire and are 
being pampered by the world renowned “Singapore Girl”, 

be sure to ask her for your copy of the Far Eastern 

Economic Review. Availabie on all SLA international 


firat 
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-Your copy ofthe Review and the Singapore girl... "Whata 
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WWE Kojo Tanaka BCL 


e 
Giant Panda 
needs your help 
to survive 


ONCE every eighty to a hundred years the 4 
bamboo forests in China’s Sichuan ` 


Province, burst into flower and then die off And 


that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing thë 
Panda. : 
To ensure that it has a future it is vital tò 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the. reasons for its lew reproduction rate, to 
study the problem of internal parasites~-all these 
factors and many more which threaten its 

survival, 


Recognition of the urgent need to solve: ies i 
and other problems has resulted in a unigueani > 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal, 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. | 


But WWF needs money —your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 


Switzerland. 
woe fae WORLD WILDLIFE FUND 


War siclenowladses the donation af: this space by: 
ah ; 
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CN-235 
CASA S LATEST 


TECHNIQUE FOR INCREASING 
YOUR PROFITS. 


The CN-235's profitable 
performance makes satisfied operators 
smile all the way to the bank. 
Passengers are equally pleased by 
more space and comfort than can be 
found on any comparable regional 
transport. And this passenger 
satisfaction shows up in their requests 
to fly the CN-235, increasing 
operator's profits. 

Of course, a large profit margin is 
built into the CN-235 by design. 

It’s the first regional transport truly 
created for the world of today. From its 
ingeniously simple overall concept 

to each state-of-the-art detail and 
function, here is the ideally efficient 





CASA Inc.: 14102 Sullyfield Circle, Suite 200. Chantilly 
Virginia 22021. Phone: (703) 378 22 72. Telex: 90-1109 


Gi, warns 


Mas 
a 


and versatile earning machine of your 
dreams. 


Up to 44 seats with 1.90 headroom 
down the aisle. But if aisles are high, 
overhead costs are wonderfully low: 
low costs of procurement, consumption 
and easy maintenance (the lowest 
costs per seat of any aircraft in its 
class). All of which insures your higher 
profits. 

The CN-235's rear cargo-ramp 
door gives still greater guarantees of 
boosted profits. Freight and 
containered baggage is loaded/ 
unloaded so much easier, faster. And 








Construcciones Aeronduticas, S. A. Rey Francisco, 4 
28008 Madrid, Spain. Phone: 248 53 09. Telex: 44729 


iT. 


the CN-235’s configuration can be 


changed to mixed or cargo 


Actually, magic is not a bad wor 


to describe the CN-235. Not the 
aircraft itself of course, which is 


perfect product of CASA technique 
But those profits definitely possess 


a magic attraction, or at least sí 


hear from operators around the w 


They're enchanted 





Technical Characteristics 
Engines: 2 General Electric 
CT 7-7 turboprops 1.700 shp 


toilet and galley. 


Cargo capability: 4 LD-3 


containers or 2 pallets of 88” x 1 


cargo. 


koa 





IPTN 


Gedung BPPT, JL. MH. Thamrin n 
Telp. 021-322395, 021-336651; PO BOX 3 


Max. capacity: up to 44 pas. witi 


or 5.000 Kgs. (11.023 lb.) of bulky 
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of the kind. 


In the commercial world in central Taipei, one 

hardly expects to find a work of art like the Howard 
Plaza. But extraordinary attention to design and 

detail has created a remarkably luxury hotel. What’s 
more, it is only a 5-minute drive to the new Taipei 
World Trade Center, and ten minutes to the financial 
centers and government buildings. Immediate access to 
the freeway leading to CKS International Airport. 


Surrounding you is a priceless collection of original 
prints, sculptures, calligraphy, and paintings. 


In this museum of traditional and contemporary art, 
Taipei’s finest hotel meets your every need from 
gourmet dining to state-of-the-art business facilities. 
A 4-story shopping mall contains the finest goods 
from East and West. Sports facilities include a 
swimming pool, sauna, and health club. 


At the Howard Plaza, making your stay a pleasure — 
is Our Business. 


48 A M 


Howard Plaza Hotel 


160 Jen Ai Road, Sec. 3, Taipei, Taiwan, R.O.C. 

Tel: (02) 700-2323 

Telex: 10702 HOPLATEL Fax: 7000729 

For reservations and information, 
lease contact any Distinguished Hotels of The World, 
tell International, Supereps International, 

or Odner Hotel representative in your area. 


An associate of the Keio Plaza Hotels, Japan 





























PRI VE E TETEN 


You Coul 
Gather 
It Yourse 


The Recognized Authority 

Now in its 24th year the CHINA 7 
REPORT which is published mor 
the Far Eastern Economic Revie 
long been recognized by leadin 
ness executives throughout the w 
the most authoritative newslette! 
kind. 


CHINA TRADE REPORT 
Provides A Broad Range 

Of Information 

Covering subjects which range 
foreign investment to fashion, elec’ 
telecommunication, engineering, € 
negotiations and to literally doz 
others the CHINA TRADE REP! 
essential reading for anyone dc 
wishing to do, business with Ching 


You Could Gather It Yourself 
You probably could get the same ir 
tion on your own but in order to 
what is contained in each and e' 
foolscap page issue of CHINA ` 
REPORT you'd have to read hunc 
publications, not to mention hay 
own network of people reporting | 
the important zones in China. 


Why not subscribe now and d 
for yourself how the CHINA ` 
REPORT can help eliminate the r 
and much of the risk in doing bi 
with China. 


Handsome Dividends 

Start benefiting immediately fri 
information-packed CHINA `’ 
REPORT by subscribing now. / 
investment today may pay har 
dividends later in saved time, ene 
money. 





Post this coupon to 
Circulation Manager, 
Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 
| Hong Kong 
Please enter my one year subs 
(12 issues) for the CHINA TRADE RI 
| | enclose a cheque/money order of _ 
made out to the Far Eastern Ec 
Review. Or, please charge my cre 
| (tick one): 
| American Express O Diners CI 
MasterCard O Visa O 
| (Please print in block letters) 


| Card No: 
Exp. Date: 
Signature: 
Name: 
Address: 


| Annual subscription rates: HK$2,310 U 
[oo airmail anywhere in the world. 


— — — — — — — — 


- > bs 


Count on us... 


Dresdner (South East Asia) Limited- 
international merchant bankers 

e Total assets:S$3.6 billion 

e Capital funds:S$246.1 million 

e Profit after tax 1986:S$24.4 million 

e Shareholder: Dresdner Bank AG, Frankfurt/Main 


Dresdner (South East Asia) Limite 
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They work aroan ROLEX 

4 of Geneva 

the clock, seven days a 
week for 25 months. Mail and provis- 
ions arrive once a year. On patrol, tem- 
peratures can drop to 50° below zero, 
and blizzards are frequent. 

A regular discomfort is the Green- 
landic ‘piteraq’ wind which blows for 
several days at a speed of over 180 kph. 

These men regard themselves as 
neither heroes nor supermen. They say 
the 16,000 kilometres of coastline are 
not dangerous “provided that you use 











The Sirius sledge patrols 


and their Rolex watches are deep 


frozen most of the year. 


Greenland is vast — the largest island in 
the world. 

840,000 square miles of unrelenting, un- 
forgiving wilderness which lie mainly within 
the Arctic Circle. 

A fierce landscape of snow, rocks and 
frozen fjords which is virtually inaccessible 
save for a few brief weeks when breaks in the 
arctic ice pack will allow a ship to make a diffi- 
cult and dangerous passage. 

The landscape has its 
own savage beauty ~- that is 
to say, when you can see it! 
The sun sets in the middle of 
November; then darkness 
descends for three to four 
months. Greenland's total 
population amounts to a 
mere 47,000 people. The north-eastern part of 
this island is completely uninhabited. 

Uninhabited, that is, except for 
the men and dogs of the Sirius patrol. 

From Daneborg, the sledge 
patrols set out, pulled by locally-bred 
dogs. The sledges are home-built. (In 
the wilderness, it's easier to repair a 
sledge you've built yourself.) 

The patrol is composed of volun- 
teers from the Danish navy,and there 


Sut 
ICELAND 2) 


Red indicates 
the sledge patrol's 
inspection area 





your training and your experience... 
exercise caution at all times...and ha 
a bit of luck!” 

The men themselves are respon- 
sible for choosing every single piece of 
their arctic equipment. 

And a Rolex Oyster is one piece of equip- 
ment considered to be vital. 

In such savage conditions ~ the months 
and months of endless 
night, the unpredictable 
fluctuations in tempera- 
ture, the wind, the snow, 
the thousands of kilo- 
metres of bone-shaking, 
exhausting sledge jour- 
neys ~ an Oyster can be 
relied upon to keep going with dependabilit 
and precision. 

And that's everything, when, as the Sirius 
patrol says, “the nearest watchmaker is several 
months away.’ 









THE ROLEX GMT-MASTER CHRONOMETER IN STAINLESS STEEL. 


ALSO AVAILABLE IN 18CT. YELLOW GOLD OR IN STEEL AND I8CT, YELLOW GOLD, 





MALAYSIA: 

A Close Race 

CHINA: 

Reality Before Reform 
THAILAND: 


Men in the Middle 
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Ms p> atk With 746 guest rooms and 40 suites, Kuala Lumpur and Bangkok. Our 
Eeo the Shangri-La brings to China’s capital 24-hour room service, fine Chines 

all the luxury and superb facilities of and Continental restaurants and fu 
. the Shangri-La hotels in Singapore, equipped health club reflect the hig 








BEIJING WELCOM 
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SHANGRI-LA HOTEL, 29 ZIZHUYUAN ROAD, BEIJING, CHINA. TEL: 802 
SHANGRI-LA INTERNATIONAL: * BANGKOK (2) 236 7777 + HONG KONG (5) 242 367 e KUALA LUMPUR (03) 230 
SHANGRI-LA SINGAPORE. SHANGRI-LA KUALA LUN 

















Jality of service and accommodation 
Sitors to this vast and fascinating country 






| Bi Shangrit.a hotel 











in now experience. On your next visit bes, BEING 
) Beijing, where else but the Shangri-La. Ty ee I E ANORA INTERNATIONA HO 
THE SHANGRI-LA 





2322 SHABJ CN. FAX: 802 1471. CABLE: 1123 SHANHTLBJ, 
\PORE 338 3300 + AUSTRALIA (008) 222 448 © LONDON (01) 581 4217 + TOKYO (03) 667 7744 © USA & CANADA (800) 457 5050 iy : 
|-LA BANGKOK. SHANGRI-LA BEIJING. S TREE 








MERIDIAN: 





INDISPENSABLE IN CHARTING 
YOUR COURSE TO THE TOP. 





HEIMANN-UNICOM 


The Meridian Collection: 18K gold, 18K gold with diamonds or 18K gold and steel. Quartz movement. Water resistant 


You're on the way; for those destined to achieve, 
Audemars Piguet has created The Meridian Col- 
lection. 


Inspired by the ancient mariners and their deter- 
mination to succeed, this spirited collection is 
designed for men and women who refuse to settle 
for second best. 


Sporty yet elegant, the Meridian features a gently 
rounded face and a supple bracelet that encircles 
the wrist with comfort and ease. 


Only Audemars Piguet could fashion a watch so 
enviably thin, so smartly conceived and make it 
water resistant. 


The Meridian Collection, quartz calendar watches 
for men and women in 18K gold or 18K gold and 
steel; just one more reason for making the climb. 


2: BANGKOK: Trio Import C 
3071 KUALA LUMPUR 
roya Pte) Ltd „Te 











Astrolabe, 16th century. 


Audemars Piguet 


La plus prestigieuse des signatures. 





)3.60. HONG- KONG: 0 (HK) Ltd., Tel. 3-691 221 
Pte) Ltd., 7 73 SEOUL: : an Trading Co 
TAIPEI: Audemars Piguet Show room Tel 91.96.3 


el 






71. SYDNEY: Desco (Australia) Pty, Tel. 264-782; 
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Samsung training-:-- 


A SURE THING! 


They say that creativity is 10% inspiration and 90 perspiration 
Training...shaping up for the big game 
or the job at hand...also takes both 

Samsung has put a lot of effort into R&D 

to develop high-tech, state-of-the-art 

consumer electronics products that wil 
give you 100% in total performance 

In the vivid picture quality of Samsung's 
color TV and VCRs, you'll get more than 
just what meets the eye, and our 

audio systems will astound you with their rich, vital sound 

Samsung's dependable and affordable electronic home appliances 

have made fans all over the world 
These are just some of the reasons why we were selected as 

suppliers of consumer electronics for the recent Asian Games 
and for the communications network of the 1988 Seoul Olympic 

Games. 

So, GO SAMSUNG), and join the rest of our fans 

They know and you'll find 

out that, when it comes to 

high performance, 

Samsung is the name of the 

game. 





SAMSUNG 


Electronics 





The good things in life don’t come easily. Like the smooth, 
mellow taste of Chivas Regal. It takes more work to make it. And to buy it. 














Thank you very much for publishing a 

ood part of my response to Patrice de 

Beer's review of Elizabeth Becker’s 

book When the War was over [LET- 
RS, 2 Apr.]. 

T notice, however, that de Beer in: 

retending that Becker's: book 

idence of my so-called “deci- 

leftists in the 1950s: and 


Th 
k, page 59 to 63, shows no 
whatsoever on the above mat- 


uld also point out that “in the 
re were practically no leftists | 


bodia but only “rightists” who 


ther used by Thailand, pro-Ja-: 


perialists. or, simply, war- 


el were still students 
Cambodia or in France, where 
they benefited from scholarships from 


| my royal government. In the 1950s, not 


only did I not “decimate” anyone but I 


‘saving the head of S 


by Dap 
Chhuon as a test of his loyalty to 
- Sihanouk). r: 
_» Sang Savath (a novelist and journalist 
Tiy darted sympathies killed in 
1958). == 
<»: Nop Bophann (director of the com- 
| munist newspaper Pracheachon). 
p Chhuon:(an army officer killed 
; an. alleged: coup attempt 


closest re-reading of |. 








päid for each se- 

ead de to army headquar- 
Phnom Penh. ‘Sihanouk made 

public claims to having killed more than 
000 rebels whom he labelled “Khmers 


n innocent peasants. 
lings in rural areas were ac- 
+d by th 


es. There 
” Tt. is true, as 


loyalti 


_ obtaining Toyal favour 


or his entourage. ( 
nevertheless full of pol A 
the time of the coup in 1970.) The na- 
tional assembly went into secret ses- 
sions in this period to adopt resolutions 
imploring Sihanouk to stop the killings 
and to renounce autocratic rule. © 

The testimony of Sihanouk’s former 
advisers was published long ago and can 
be found in Indochina in Conflict (1972) 
edited by Joseph J. Zasloff and Alan E. 
Goodman and in Historia No. 391 
(Paris, June1979), 
These accounts do not fail to men- 
tion Sihanouk’s many talents and ac- 


; complishments. They underscore, how- 
-ever, that the much-mooted “benevo- 
inted. by the- rightwing Khmer } 

; am | was-only the positive s 


lence” or paternalism of Sihanouk's rule 
i coin of 











monarchical absolutism. Th 

side was characterised by th 

or vengeful use of state power 

process and by a shocking negl 

country’s economy. 
Beckers When the War was 

not yet available in Europe. B 

has linked the violence and failure: 

the republican and communist revo 

tions in Cambodia in the 1970s te 

problems and conditions in Siha 

time, her book is certainly importan 

‘An Observer in Europe 


In his response to Patrice De Beer’s 

review of my book When the War 

over, Sihanouk asked me to give * 

least one or two names” of his o 

nents who were killed under his rule. 
An opponent from the Left, 

case | cite in my book about the © 

dian revolution, was Nop Bopti 

journalist who was shot down in } 

Penh in 1959. An example of an 

nent from the Right who was executed 

was Chau Bory. 

Paris 


Wrong bearings 


Elizabeth Becker 


the letter Vi 
is possible that 
delibe A 


sia. l 
We hope you will reveal the true | 
identity of the writer of the article in | 
order to help clarify the situation. 
dakarta Andi and Amir Harton 


apologise for any embarrassment caused 
and completely accept the statement i 
the above letter. ~ 


I know that your maps do not show the 
exact locations of cities, but the city o 
Shanghai definitely should not be 
Mart in Shandong province [FOCUS, 1 
Mar.]. 


Peking Ls 


Pseudonyms are accepted, but eters 


tended for publication’ in. dese col 
must bear the writer's signaiere ane 











airy ort t in South E rid modern, ‘dean and friendly: 
Asia offers you more convenient „WOT - atmosphere: designed to make 
connections to all major ~~ your stay pleasant and 


destinations worldwide. And A A ; pleasurable. No wonder we 


to welcome the 10 million are considered Asia’s best 


2 passengers a year that visit us, | th airport by the Business Traveller 
Changi Airport offers everything a ai < Magazine. 


from the lowest priced duty “We're sure you'll agree. 
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I ndonesia’s 94 million Muslim voters go to the polls on 23 
April in a general election which is expected to deliver an 
overwhelming victory for the. ruling Golkar party, a coalition 
of military-dominated bureaucratic and business elites. 
|| Jakarta bureau chief Shim Jae Hoon examines the largely 
I- violence-free. campaign in which the secularisation of the 
| majority Muslim pourin’s politics under President Suharto 








has become evident. Chief correspondent R 
| looks at the rise of the Indonesian Democra 


arty, which 


| has 208 the legacy of former president Sukarno. 


battle for the leadership of Malay- 
ant political party — and 
j — nears a predicted 


China’s sixth National People’s Con- 
gress ends with ers and signs that g of 


The US — a way of Poltiag = — sondë : 


‘North Korea a detailed proposal for 
improved Washington-Pyongyang re- 
lations. Meanwhile, the US initiative 
receives support from powers around 
the Korean Peninsula. 


Page 40 a 
Japan’s ruling Liberal Democratic 


Party may have to shelve its con-.. 
troversial sales-tax proposal follow- | 
T inga poor showingin nationwide local: 


“nomic: problems, 





i _ Cover photograph by Frank Koller. 


Page 51 

The. slowdown. in China’ s economic 
reform Programme signalled in recent 
weeks is areflection of domestic eco- 
rather: than of 
ideological wrangling. 


52 


The Australian Government decides. 
‘to selloff state assets in a bid to cover 
its budget deficit. 


t alr currencies. 


A Widespread. network of rural mid- 


dlemen eases the flow of produce 


from Thailand's farmers to: market 


- despite growing political controversy 
over their role. 


Page 63. i 
~The: Philippines hires a foreign com- 


pany to inspect imports from certain 
countries to combat tax avoidance 
through” undervaluation and mis- 
Gomara” 


564-70 


| Where To Put Yòur Money this month 


looks at managed funds, Australian 


| racehorses, British property and the 
arket. 


artm 


Page 80 — 
‘Hongkong’ s fledgeling capital market 
goes into its shell as it experiences its 


| first downturn. 


Pages 81-83 
Australian. en eur Robert 


Holmes à Court boosts his: stake i in 
Britain's- Standard. Chartered Bank. 
and raises questions. bout his inten- 
tions: i 





y Tasker | india: 


Sia i Sung incurs AEE 
Traditions: The. raw of cooked versions of 
eas Cea ; ; 


put T 
Novas inte London s property-market 
Singapori supermarkt ~spoci tre peer e 


Money- 
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ð 
April by a new coalition which 
has adopted a`poliey of non- |. 
ignment and closed the coun- 
ports to nuclear capable | 
ips, reversing the previous 
slicy. Both mem of the 
ition of the two-year-old 
Labour Party and the 25-year- 
d National Federation Party 
(NFP), campaigned on their 
mcern for the. under- 
privileged, though the NFP. is 
aligned with the country’s in- 
fluential Indian business com- 
unity. 

Labour’s président; Timoci) 
Bavadra, 52, a native-Fijian 
‘and former senior government | 
medical official, was sworn in 
‘as prime minister on 13 April 
‘and Mara, 67, has indicated he 

be ‘the new. opposition 
j; trols. | 




















































ism on the part of some fac- 
ions in the rightwing govern- 
ment and a committee stage 
back when a poor turnout by 
government members enabled 

_ the Socialist opposition to pass 
-a resolution declaring it uncon- 
< gtitutional. — Michael Field. 


Taiwan signals change 


Taiwan's ruling Kuomintang 
announced on 8 April the be- 


















eadership reshuffle, © saying 
that Vice-Premier Lin Yang- 
ing, 59, and Defence Minis- 
ter Wang Tao-yuan, 73, would | 
become president and vice-pre-- 
nt, respectively, of , the» 
dicial Yuan, which oversees | 
















| the court-system. No replace- 










and 26 Feb.). 


ment was named for either vac- 
ant post. Taiwan's courts have 
been the target of frequent al- 
legations of corruption against 
judges’in recent. months, and 


| Lin, a popular Taiwanese 
| politician, said he intended to 
focus on cleaning up and reor- 


ganising the courts. 
— Carl Goldstein 
given nine year’s in jail 


Former Guam © governor 


“Ricardo Bordallo, who was | 


sentenced to nine years in 
prison on 3 April following his 
13 February conviction on 10 
counts of government, corrup- 
tion, lost a 9 April appeal hear- 
ing. Bordallo, who had been 
released on his own’ recogni- 
sance, plans a further appeal 





but has been asked to surren- 
der to federal authorities. US 
district court judge Cristobal 
Duenas also fined him 
US$35,000 and ordered him to 
pay US$79,000 in restitution 
for illegal campaign contribu- 
tions. (REVIEW, 20 Nov. °86 
~— Karl Cates 


Thai opposition submits 


Thailand’s parliamentary op- 


„position has submitted a mo- 


tion calling for a no-confidence 
debate against the entire ruling 
cabinet, including Prime 
Minister Prem Tinsulanond. 


But in the face of intense | 


lobbying by military officers, 
aimed at urging factions within 
the i seed ranks to pull out 
from the motion, there is grow- 





| ing speculation that the debate 


-— scheduled for 22 April — 
may in the end be aborted. The 
lobbying to kill the debate is 
linked to Prem’s known dislike 
‘to be the target of criticism — 
‘he has not been subject to such 
a debate during his seven-year- 
ld rule. 

~~ Paisai Sricharatchanya 








ie vent spending .. 
Allocations for economic deve- 
lopment in the Fifth Malaysia 
Plan (5 MP — 1986-90) have“ 
been slashed by a third to M$49 
billion (US$19.8 billion). An- 
nouncing the cuts, the director- 
general of the government's 
Economic Planning Unit, Tan 
Sri Radin Soenarno said on 13 
April that the revision of the 


“5MP spending targets had been 


necessitated ‘by the drop in 
commodity export prices. If 
prices recover sufficiently, 
some development projects 
may be reinstated. The govern- 
ment also decided to institute 
annual reviews of the. plan in- 
stead of the mid-term reviews 
adopted previously. Radin said 
that programmes associated 
with the New Economic Policy 
~~ poverty eradication and the 


restructuring of society s= will. 


not be affected by the cut- 
backs. ~~ Nick Seaward 


Boeing, Indian Airlines. 


‘in countertrade deal 


Indian Airlines has entered 
into a countertrade deal. with 


Boeing to.pay nearly 28% of | 


the cost of two 747- 


The foreign-exchange savings | 
should amount to Rs 1.1 billion. 
(US$85.9 million), according | 


to Aviation Minister Jagdis 
Tytler. The additional 15 Boe- 


ing 737s on order for this.year. 


will presumably be finan 





conventionally: But in keeping 

with a government counter-: 
trade drive to offset.the cost of | 
capital equipment imports, any © 


further aircraft purchases by 


-| Vayudoot, the up-and-coming 


commuter airline, will be 

wholly transacted on a counter- 

trade basis, Tytler announced. 
~ Lincoln Kaye 


Foreign banks call for 

South Korea reforms 

Deputy Prime Minister Kim 
Mahn Je dismissed recent 
rumours that a plan for the re- 
form of the financial system 
will be unveiled soon, while ac- 
cepting. that South Korea’s 


growing current-account sur- 
pluses “pose new questions” to | 


the country’s heavily control- 
led banks. “We do not want to 
follow Taiwan's cycle of lowi 
vestment and increasing S 
pluses,” he said. Foreign ban 
ers in South Korea have call 
for the development o 
sophisticated. money. 









iphasising the replacement 
of the. existing physical inter- 
bank call market with’ a tele- 


- phone-based system and. the 






establishment. of a central dis- 
count- house independent’ of 
the central bank. Instead of the 
current system in which in- 
‘terest rates are effectively set 
by the government, the foreign 
banks suggest that a properly 
functioning money market 
would: do. the job. more effi- 
-iently.., Paul Ensor 


Grindlays forms new 

India investment fund 
Grindlays, the biggest foreign 
bank in India, is launching the 
India Investment Fund Ltd to 
‘attract. further investments 
from Non-Resident Indians: 
(NRIs) and others into t 
Indian corporate sector, Tor. 
new fund, to.be managed: by. 
Grindlays Investment Services © 
(Overseas) “which “is egual- 
ly owned by Grindlays Bank 
and. British = venture-cap- 
ital group Investors in Indus- 
try, is an investment com- 
































| shares. at 












pany based in Guernsey of- 
fering 1.5 million participat- 
cing redeemable preference 
US$10.30.. each, 
though the, total initial issue 
m e raised to US$25 million 


— Anthony Rowley 


Taiwan sets more 

tariff reductions 

On. the. eve of critical trade 

talks with the US, Taiwan Fi- 
nance Ministry, officials on 11 
April announced plans for 20- 
50% tariff cuts on more than 
-800 import items, including 61 
of 66 items; on which US 
negotiators had demanded 
cuts. The officials said the new 
tariff cuts were awaiting final 
assage “by the Executive 
Yuan, or cabinet, but should 















in.-common besides their ch 

international ban ar : 

to learn from successes, the way 
everybody else learns from mistakes. 

The reasons why something goes right 
are just as important as the reasons 

why something goes wrong, and may be ` 
even more rewarding (and elusive). 

When nothing succeeds like success, 

it's because nothing works like work. 
Incidentally, when our customers keep 
coming back to us, we do know why. 

And so do they. We're one of their 
professional secrets. 


comers have pomathing 





_ Swiss Bank Con on 
Schweizerischer Bankverein 
_ Société de Banque Suisse 


The key Swiss bank 


















General Management in CH-4002 Basie, Aeschenplatz §, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Gwitredand. Worki 
network: (branches, subsidiaries and representatives): Europe: Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester. Monte © : 
North America: Atlanta, Calgary, Chicago, Dallas, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver Latin Americe:| 
Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau, Middle Bast: Bahrain, Cain Tehran A 
Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. a : 








IN PURSUIT OF 
THE MOST MODERN 
DISTR 


THE MIDDLE EAST? 


YOU'LL FIND EVEN THE MOST TRIVIAL 
DETAIL BECOMES HIGHLY RELEVANT! 


Start at ihe hub. of the ‘mater. throw the die, and with each 
move, try and answer the Geers below on historic 
9 geographic. technological and scientific achievements. 


“Which distribution centre has the largest manmade port in 
_ the world at its doorstep? 


$ i z e 
‘Which distribution centre in the Middle East is the only one 
offering 70,000 sq.m.of covered warehouses, 4,000 sq.m. of 


1 air-conditioned warehousing, 10,000 sq.m.of cold storage 
zand 750,000 sq.m. of paved open storage? 








Which distribution centre.in the Middle East iş 
‘the only one offering its own bonded 
trucking bonded warehouses and. 

| direct transportation service by sea, 
on air toièvery major orea of. 

the world? 


Cor ae en 


“Which distribution centre in the Midde East 
is the only one offering computerised inventory 
control, customs clearance, freight forwarding, pick 
‘and pack specialists; health clearance, Consolidation 
-services and air/sea facilities? 


i 





Which distribution centre in the Middle East is the only one 
offering a true Free Zone which allows for 100% foreign 
ownership, no taxes, no import duty. 100% repatriation of 
profits and capital and no currency restrictions? 

oe eee eee l 
Which distribution centre in the Middl e East is the only one 
surrounded by a 5,000 acre Industrial Zone with the infra- 
structure i in place and over 40 companies already operating? 








hub for your final question: 


Which distribution centre in the Middie East offers all of the 
above and is controlled and operated by one organisation? 





Not foo tough was if? That's t because you're on to 
a winning game when you deal with Jebel Ali Port. 


Send your answers, and/or any relevant questions 
yourmay have to: 


PORT AUTHORITY 
OF JEBEL ALI, DUBAI 


Me Edvard A Buller Director of Morkating, Deot.07 
P.O, Box 3258, Dubai United jab Emirates Tel Jebel Ali 56578, 














| SLOW RECOVERY | 


North Korean Defence Minister O Jin 


_ Wu is recuperating in a Moscow 
hospital from injuries sustained in a 

_ traffic accident last year. He would 
like to return home but Pyongyang is 
-telling him to take his time. O retains 
his post, however. 


| PUZZLING RESTRAINT 
| China has shown puzzling restraint 
ilong the Vietnamese border while _ 
hamiese troops have intensified 
ir attacks on the Cambodian 
| resistance in the Thailand-Laos- 
_ Cambodia tri-border area. During the 


nthe past, China 

ded to such attacks with 
e artillery barrages and 
assaults on Vietnamese 








bureaucrats were ex 
called upon to joi 
tumble of local politi 
Democratic Justi 
later this year—n 


ty candidates 
ey are off the 


‘hook until 1988. One of the most 


likely names aired in the past to make 
this switch has been that of Moon Hi 
Gab, vice-minister at the Economic 
Planning Board. Chun's decision will 
also reduce the need for the economic 
ministries to produce “pork barrel” 


programmes aimed at pleasing voters. 


POLITE REFUSAL 


Several embassies 
in Jakarta politely 
turned down an 


nesia annexed 
i 





those who accepted, while the 
Americans, British and Dutch were 
not invited. 


TRAVEL SPECULATION 


Rangoon empl | 


| private. 


eputy Secretary 
tehead. Han’s 


mintang, about 
dence movement. 

















eople’s. Congress ended 

s being sacked (11 Apr.). 

Prime Minister Anibal Cavaco 
9 formally turn Macau over to 
(12 Apr.). Two young workers 
ere jailed for four and five years 


students to demonstrate in: 


- The new governor, Sir David Wilson, ar- 
rived (9 Apr). or 
‘President Zail Singh said he would not 


contest the presidential election to. be sche- 
ae oe this year (8 Apr. ). Prime Minister 


ı leaders demanded 

resignation of V.P. Singh, widely regared as 
ve ae leading corruption fighter. (/3 
Apr.) ; 





enges et ee eyed in the president ac- 
cusing Gandhi of lying to parliament (9: Apr.). | 
Vishwanath Pratap Singh resigned as defence 
minister after ordering an investigation, seen 
as embarrassing to the prime minister, into 
_an arms deal payoff (72 Apr.). The upper 
house was abru tly adjourned as opposition 
ie 


that Gandhi explain the 


- Tradé ‘and Industry Minister Tunku 
ae Hamzah formally declared he 
would challenge Prime Minister Datuk Seri 


Mahathir Mohamad for the leadership of the. 


United Malays.-National. Organisation (17 
Apr.).-Mahathir arrived in Sarawak to cam- 
paign in state elections (14 Apr. J: 


NEW CALEDONIA | . 

The French Parliament passed a bill en- 
abling the government to holda referendum 
in July on the future of New Caledonia (/4 


andhi and Zail Singh ended differ- |. Apr) 





; insurgency pen 
ad pores attack 


Seoul Olympics and hand-pick his su 
under the electoral college system (/7 Apr: 


Sri Lankan rebels attacked a group of un 
armed soldiers soon after the military started 
a unilateral ceasefire in its war against Tamil: 
separatists, the government said (2? Apr. }, 


THAILAND : 
Opposition ‘parties filed a no-confidence: 

motion against Prime. Minister Prem Tias 

sulanondand hiscabinet (@ Apr: ` 


































































By John McBeth in Seoul 
outh Korean President Chun. Doo 
Hwan. had warned several months 
ago that he would be forced to make a 
grave decision” if the ruling Democra- 
tic Justice Party (DJP) and the main.op- 
osition New Korea Democratic Party 
NKDP) failed to reach a consensus on 
constitutional reform. On 13 April, five 
days after internal bickering led de facto 
party leaders Kim Young Sam and Kim 
Dae Jung to break away. from the 
IKDP, he made good on his threat. 
In a lengthy early-morning an- 
ncement, which had obviously been 
“preparation for several days, Chun 
nnounced he was suspending the 
hole reform process, or, what he 
termed “counterproductive debate,” 
until after the 1988 Olympic’ Games. 
The president reaffirmed he would step 
ownion 25 February 1988; and said. his 
ssor would. be chosen before the 









of my decision lies in my | 


mitment. to-prevent a debacle: 
I will be able to honourably retir 
yursuant to normal constitutional. pro 
edures,” he said. At the same time, the 
outh Korean leader said he would 
‘rigorously restore social discipline, 
which tends to become lax in any transi- 
ion period,” and threatened harsh 
tment for those who attempted to 
te social chaos. 

_ Chun indicated the 
hoose a presidential candidate at. its 
une convention. Although party chair- 
man Roh Tae Wooisstill considered the 
most likely nominee, the president said 
the selection would be made “from 
mong persons deserving public sup- 
port.” Reliable reports said. a 5,000- 
trong college of popularly elected de- 
auties will pick the presidential succes- 
or sometime in December. There was 




























(PRD 


heavy attack 





xisting || 


DIP would | 





Rift routs refor m 


tatorial manner” within theirown party. 
The DJP had refused to bend as well 
on its proposal for a parliamentary 
cabinet system of government. after 
Chun. departs, claiming its formula 
would serve to decentralise power and 
more accurately reflect the interests of 
all segments of society. Critics contend 
it is merely a device to keep the ruling 
party in office. “This is not a cabinet sys- 
tem, it is a dictator's system,” Kim 
Young Sam said in an interview, “If we 
accepted it, then I'm sure there would 
be a coup because it cannot cope with 
the situation in the'country.” i 
Chun acknowledged that efforts. to 
amend the constitution had not made 
“even an inch of headway” and indicat- 





: ‘grave decision.’ 


ed that because of the chaos. in the 
NKDP the prospects of consensus had 
become “hopelessly-dim.” Despite ear- 
lier speculation over the options open to 
the government, the president said he 
did not think it appropriate for the DJP 
to unilaterally push a constitutional 
amendment bill through the assembly, 

The president did say he would press 
ahead in the meantime with measures to 
broaden the country’s democratic base, 
placing particular emphasis on the pro- 
gressive implementation of a system of 
local autonomy designed to expand 
public participation in the political pro- 


cess. It is still unclear, however, how far 
: the administration is prepared to go.on 


that and other crucial democratic issues 
which up to now at least have been used 
as.constitutional bargaining chips. . 











Kim Young Sam, who is expected to 
be elected president’ of the newly 
created. PRD. before: the end of the 
month, maintains that at least six years 
of local autonomy are required to lay 
the foundations on which a parliamen- 
tary cabinet-system could be built. He 
also says he does not trust the govern- 
ment’s. purported commitment to 
democracy; “I feel it-is nothing but 
empty words,” he said. “If they should 
release all 2,000 political detainees and 
restore civil rights to all figures, inclu” 
ing Kim Dae Jung, then we may begin’ 
trust them." 





ent, Kim said the govern- 
ment was turning its back on negotia- 
tions for constitutional reform because 


Mm it lacked confidence imits ability to win 


over popular support. He reiterated the 


| opposition’s. determination to seek 


change through non-violent means and 
to achieve power through an “electoral 
revolution.” © 0 oe 

Given the intransigence of the two 
sides, few analysts had ever expected a 


| consensus to be reached. Ruling party 


officials: may have believed that Kim 
Young Sam would eventually take the 
path of moderation and compromise, 
leaving the more hardline Kim Dae 
Jung in even deeper political isolation, 
but those hopes had already begun to 
fade by the beginning of the year. 
Intra-party bickering had been going 


| on for months, but it finally took an 


unseemly brawl inside the party's 


| downtown headquarters to persuade 


the Kims to abandon the party they 
founded barely two years ago. Al- 
though. they, had threatened such a 
move for some time, the 8 April deci- 
sion was seen as an act of purification to 
prune away a non-mainstream faction 
which had. become increasingly critical 
of so-called “intraparty dictatorship” 
since it emerged last November. 


he Kims had also been disturbed by 
$ the harmful: fallout. from nominal 
NKDP president Lee Min Woo’s appa- 
rent. offer to consider the ruling DJP’s 
formula in exchange for a parcel of 
democratisation measures. Sources 
close to the two leaders said Lee’s action 
and other internal dissent had left the 
party adrift for the past five months. 
Essentially, the split had little impact 
on the balance of political forces and 
Kim Young Sam made it clear. that his 
insistence on direct presidential: elec- 
tions was unwavering. B also fact 











ould not go into speci- 
oung Sam claimed the 


called “the manoeuvrings 
e forces” — an apparent refer- 
‘government security agencies. 


event disciplinary committee ac- 
n aken against the Chungju 
| ntative for criticising the Kims. 
“They were furious. They were out 
cé said later in a vehe- 
‘ims that he had been 
government. Accusing 
rovoking the incident to 
| the party, he told the 
a tragic comedy and un- 
y I'm seen as the trouble- 
maker. Kim Dae Jung knew very well 
what would happen when he came after 
us. He knew we would fight back and 
© that would leave him free to do what he 
wanted.” 
Whatever the circumstances, the 
ims have earned criticism in even the 
more liberal quarters of the South Ko- 
rean press for refusing to’tolerate dis- 
iting views in the NKDP or to consult 
he membership on important moves. 
Asked about the decision to leave the 
party, Kim Young Sam replied: “It was 
| adecision that came from both of us.” 
es Kim made no refprence to. other 


3 hich 


argest bloc in the oppo: 


red, but while’ party 


ssed some concern over - 


of the government refus- 
e paperwork, they say it 
2 early to make such a predic- 
Diplomatic observers say ‘they 
10 indications the administration 
dge on registration. They were, 
ver, troubled by the fact that Kim 
as still under house arrest on 
longest. period since he re- 
‘and one sign. that Chun 

opting an even harder line. 
Chun’s declaration effectively turns 
clock back to the situation which 
ted following the February 1985 
elections. Given the prevailing political 


| climate and the central issue of who: 


holds: power, it is difficult to see how 
- anything will have changed at the end of 
| another 18-month period when both 
sides will take up the cudgels.again. Ej 





‘been granted leave ‘from 





_to be counted by both camps — the con- 





Close to the end... 


Mahathir has to enter fray as the Umno vote approaches 


By Suhaini Aznam in Kuala Lumpur 


Le than two weeks before the Unit- | 
med Malays National Organisation | 
(Umno) party elections'on 24 April, the 
race for the party leadership looks to be 
a close one, with the number of uncom- | 
mitted voters narrowed — some. insid- 
ers say down to as few as 15-20% of | 
the total 1,500 votes: And the 80-85% 
committed votes are almost neatly split | 
between incumbent party president | 
| 
| 


tenders themselves have spent the p 
three weeks since the full list of del 
egates to the convention was finalised 
travelling from state to state. Unlike 
earlier. mammoth “road shows. 
time they are only holding closed. 
door meetings fora few hun 
well as more private discus 
home. f 

Mahathir himself entered. * 
country” =- Musa’s home: territ 
on 8 April, when:he talked with Johor 


Prime Minister Datuk Seri Mahathir 
Mohamad and his challenger, Trade 
and Industry Minister Tunku Razaleigh | delegates at the Johor chief minister’ 
Hamzah, they added... . | residence for several-hours. 
Mahathir, who initially had tried to | But lately, Mahathir has reverted. ta 
keep a dignified distance from the ver- addressing large crowds, though not os- 
bal combat, had by his own admission, tensibly connected with the election 


ing. It was an unenviable. situation. 
While entering the fray had allow- 
ed him to present his side 
of the story, it had also 
made him appear on the 
defensive and coming 
down to the level of his ng J 
challengers. the weekend. 

‘> When. the deadline for | i On his campa 
accepting nominations : |) rounds, the prime minist 
closed on 11 April, the jh | rebuts his rivals’ charges: 
line-up of candidates con- gd 

firmed the purpose of 
weeks. of intense cam- 
paigning. After filing his 
nomination right at ‘the 
last minute, Razaleigh im- 
mediately left for Mecca to 
perform the umrah — a 
minor Islamic pilgrimage. 
He had applied for and 


| quarters in Perak on 10 April, where 
150 busloads of members turned 
wnt 


{ 
“no choice” but to come out fight- | like opening the new Umno state heads 
| 





enang delega 


yöne's: opin- 
cabinet and Umno 
upreme Council meet 
ings and that it would b 
difficult for him to talk 
for hours on end with 
everyone else just nods 
ding: “Ya, ya, ya.” On 1S 
April, he declassified docu 
ments pertaining to three 
major controversial pro- 
jects — the Penang: 
Bridge, Daya Bumi am 
the Proton Saga —- whi 
had previously been classified official 
secrets. 
Since both camps grew up in the 
same party =- a party whose ‘raison 
detreis to preserve and promote M. 
interests —— there is little difference of | 
policy or philosophy between the two, 
Both sides have been digging out what: 
ever skeletons they could find in rival 
cupboards, making some of the closed. 
door sessions hum with potential slan 
der, by some accounts. 
Political scientists 


ad ted the N; 
Front coalition, and particularly U 
its dominant member, to a thu 
victory in the general election last 
The latest game plan cau: 
sternation. to some party mer 


his government duties a 
month earlier, Mahathir 
said, 

Meanwhile, Razaleigh’s 
running-mate, incumbent 
deputy president Datuk Musa Hitam, is 
still considered to have the edge over 
his challenger, Deputy Prime Minis- 
ter Ghafar Baba. Ghafar confirm- 
ed that he would run on 3 April, fol- 
lowing strong endorsement from Maha- 
thir. : ` 

Mahathir’s camp views the MPs and 
state assemblymen — 19% of delegates 
~> as its core ‘supporters, since their 
appointments were the result of patron- 
age by incumbents. Meanwhile, the 
Musa-Razaleigh camp expects most | 
support from Umno businessmen, mak- 
ing up 25% of delegates, who are dis- 
gruntled over the recession. 

As political aides juggle with figures 
-+ and find that there is no clear answer 
in them because some delegates appear 











im, a Mahathir ég i all 
nwar confirmed his candidacy for one 
of the three elected vice-president posts 
as opposed to sitting in his present ex- | 
officio capacity as Umno Youth wing 
chief — and this has heightened envy | 
over his meteoric rise. Anwar almost im- 
mediately announced that he will relin- 
quish his ex-officio post, though this is 
öt <a. constitutional requirement. It 
would not look right to cling on to one’s 

esent post while. reaching for the 

igher rung; he once told the REVIEW... 
lready, the popular theory bandied 
about within Umno circles suggests that 
hould Ghafar lose to Musa, Anwar 
uld succeed him as deputy prime. 
nister —- even though Anwar might 
the most junior of the three vice-pre- 

dents. Countering, this, Mahathir de- 
red that Ghafar will be deputy prime 

ister even. if-he loses. in the party 
. “Ihave no power to appoint 













ly 





































nan istarmie th me 

also the only one with a popi 

tty, which stands hi 

good stead ina general election but: 
makes him suspect in a party struggle. 

- In the five years since he entered the 
Umno’ hierarchy, Anwar has slowly 
placed his men in key positions, say his 
detractors — the “Abim-isation of gov- 
ernment, and. party”.as:some Umno 
members, resentfully: call it. But after 
five years as its leader, Anwar has the 
support of large segments of the Umno. 
Youth movement, and of some of the 
less. politicised: Malays who. believe in 
his Islamisation programmes. : 

The other ‘serious contenders for 
vice-president, posts are either: state 
leaders or in the Musa-Razaleigh camp. 
Incumbent vice-presidents .Datuk Seri. 
Amar Wan Mokhtar Ahmad and Datuk: 
Seri.Ramli Ngah Talib are the chief: 
ministers of Trengganu and Perak. reset 








Mahathir’s preference for Anwar, 
whom Sanusi apparently feels had 
usurped his favoured position as early as 
a year ago. And members realise that 
every step up for Anwar now means he 
is that much closer to the top in the next 


few years. 

Aw 39, still a relative newcomer, 
Ais somewhat different from. other 

Umno leaders who rose through. the 

ranks of’ Malay nationalism. Anwar’s 

worldview is more Islamic and univer- 





































Salamat Ali in New Delhi 
resignation of Indian 
Minister V. P. Singh on 1 
ciated a major political sı 
ime Minister Rajiv Gandhi's 
abinet. In late January, Gandhi had 
bruptly shifted Singh from the more 
ywerful finance portfolio to. defence 
nd the rapidly unfolding events since’ 
hen had. foreshadowed his departure 
rom the cabinet. 
‘In the event, the opposition, which 
I hies away from making pointed 
ces. to: wrong-doings at the top 
litical levels, has been emboldened to 
direct and: blunt attacks against 
Gandhi himself. The uproar in the parli- 
iment and the national press over the 
i affairhas been such that the 
time. minister is unlikely to. recover 
com the damage inflicted by the 
€e. 
_ Singh’s. resignation follows three 
major political embarrassments for Gan- 
n rapid succession since March, The 
ormer defence minister's critics.in the 
ruling Congress party have seen him as 
he common strand running through all 
he three unrelated events: 





















; T, V: P. Singh 
ad engaged a US detective agency 
l ‘fairfax Group — to track down 


iandhi faces yet another political scandal 


‘daily and questioned him 
‘about his alleged connec- 


‘those being investigated was 


he untaxed wealth stashed away by |- 


leged. commissions on 
chases. abroad... oo: 
Singh did not identify the arms deal 
being. probed, but unsourced leaks to 
the press said it involved the purchase of 
two submarines from West Germany 
worth US$170.million each. The con- 
tract negotiated when Gandhi’s mother, 
the late Indira Gandhi, was 
eprime minister, also called 
for the transfer of technology 
for. building two more sub- 
-marinesin India. 3 

-As delays:were envisaged 
inthe local manufacture of 
the West German boats, New 
Delhi decided upon the. out- 
right purchase of the two ad- 
ditional submarines, but de- 
manded a reduction in price. 
| The ‘suppliers..turned down 
-+ the Indian. demand and in- 
formed “New Delhi’s. ambassador in 
Bonn.on 11 March that they: cou 
cut.the price because they had to pay 
-acommission of 7% to the Indian agent. 
After receiving the ambassador’s coded 
cable, Singh ordered the investigation, 
arguing that the matter had to. be 
probed thoroughly because under Gan- 
dhi’s widely publicised instructions, no 
defence purchases were to be’ made 


through middlemen. 
Te arms-purchase. scandal. gener- 
ated as much controversy as the 
Fairfax affair, which had just been push- 
ed off stage by the povseiment through 
intment of.acommission of in- 


Fen | 















defence, 





Indiani- citizens in banks 
abroad. The day the Indian 
Express. carried the presi- 
dent’s. letter, officials ar- | | 
rested a columnist of that |. 


tions with Fairfax, Among 


the brother of a film- 
star-turned-Congress-MP, 
ae to be a friend of Gan- 
i. 
> Early this month, Singh, in his capa- 
city as defence minister ordered an in- 
quiry into alleged kickbacks received by, 
Indian agents from foreign arms 
suppliers. The announcement of the in- 
quiry led to yet another uproar in parlia- 
ment. : E 

Singh has had several meetings with 
the president since March — the details 
of which are not yet public— in an appa- 
rent attempt to mediate between the 
prime minister and the president. But 
Singh’s Congress adversaries have since 
accused him of trying to build his own 
image at the expense of Gandhi’s. 

The misgivings of Singh’s Congress 
detractors began being voiced. after 
Singh intervened in a parliamentary de- 
bate casting doubts on the official state- 
ment on the hiring of Fairfax by the gov- 
ernment. The last straw in the Singh 
saga came when the Defence Ministry 
under him issued a press statement on 9 
April, followed by an identical state- | ir 
ment by Singh in parliament,. that [1 
he had ordered an inquiry into:the al- 












































fence Ministe 


uk Abdullah Badawi and Foreign. 


Minister Datuk Rais Yatim have openly 
thrown their support behind the “chai- 
lengers”'— Rais making waves with a 
declaration that “I have ‘burnt my 

ridges behind me and will not retrace 
my steps.” 


imilatly, the 73 contenders for the: 


# 25-man Supreme Council largely fall 
| into either camp, indicating an obvious 
| desire by both camps to control the 

„powerful inner council, 


From a government point of view,” 
the situation is extraordinary, with al-» 


most half of the 13 Umno cabinet minis- 
ters Opposed to Mahathir’s continued 
adership. Apart from Razaleigh; 


Badawi and ‘Rais, Welfare Minister | 


| Datuk Shahrir Samad and Minister in 
the Prime ` Ministers Department 
| Datuk Ajib Ahmad are both old Musa 


es. Culture, Youth and Sports Minis- 


r Datuk Najib Abdul Razak is consi- 
dered silently sympathetic. 

A cabinet reshuffle is almost certain 
whichever way it goes, with nobody able 
to conceive of Razaleigh staying in the 
cabinet if he loses. With a substantial 
split having developed in the party, con- 
solidation will be difficult. The search 
for one undisputed Malay leader will 
continue as neither Mahathir nor 
Razaleigh can control the entire par- 
ty, hinting of future challenge to 


whoever emerges victorious. “The 
‘trend is set now,” an Umno member 


said. “Future. Umno leaders will 
not be able to sleep peacefully any- 
more.” 

To this, Razaleigh’s supporters 
counter that when Umno’s founder, 
Datuk Onn Jaafar, left Umno in 1952 to 
form” the . Independence of. Malaya 
Party, Umno members marched to the 
house of Tunku Abdul Rahman, a 
Kedah prince, to ask him to take up the 





There have been reports that the d 


nce deal under investigation could be | 


‘the tip of an iceberg and that no 
dleman would be allowed to 
m 
ould possibly be meant for financing the 
on campaigns of the ruling Con- 

arty. ep cs 
Since’ Singh's 

‘cabinet, 

_ neither confirmed nor given any details 
of the ‘inquiry’ into. the arms ‘scandal. 
_ Most analysts including many politi- 
_ cians seem to agree that the deal was ini- 


departure from. the 


when Indira Gandhi was prime 


“minister. Singh’s announcement in par- 
-liament infuriated Bali Ram Bhagat, 
“one of his predecessors as defence 
minister. Singh’s immediate predeces- 
sor was Gandhi himself. R. R. Venka- 
traman, currently India’s vice-president, 
_ handled the defence portfolio in the last 
years of Indira Gandhi's leadership. 


Congress party’s candidate for election 


mimissions for himself -= 


the’ Defence Ministry has 





| deal 
} | and 


Venkatraman is the hot favourite as the | 





sident in June when Zail Singh 
retires. 


Sven! cabinet ministers, speaking 


w on condition that they would not be 
identified, told the local press that V, P. 
Singh had taken a very drastic step in the 
Fairfax and submarine inquiries, without 
clearance from either the prime ‘minis- 
ter.or the political affairs committee of 
the cabinet. They argued that it was a 
clear case of attempted sabotage of the 
ruling party’s interests, the stability of 
the cabinet and the prime minister's 
personal image. They thought Gandhi 
should have’ dismissed Singh. One 
minister of state went to the extent of 
saying that he would lead a revolt in the 
Congress if Singh was not sacked im- 
mediately: os 

Gandhi's critics argue that he himself 
let the pack loose through the various 
individual and group meetings he held 
with his ministers and other party mem- 








reins of leadership. Today, they say, the 
phenomenon is happening De- 
cause it fakes a member of t 
house to unite the people. Ra 
royal prince from Kelantan. 
romantic notion loses sight of the. 
that the Malay polity Has grown 
ticated and is today less in awe of the! 
traditional leaders than in the Tun 
time, . 
Voting, as usual, will be by se 
ballot, but this year too, delegati 
vote individually instead of by 
reducing the influence of divi 
heads who traditionally can 
egates’ choices, Voting will 
after the president’s speech ~ 
no time for last-minute campaigning. 
change delegates’ minds over the break 
for Friday prayers. Keeping with tr 
tion, Musa will: have his last chance 
persuading delegates when he opens 
youth and women’s wings meeti 
preceding day. 


berson 11 April, the day before Singh 
sent in his resignation. Butsome cabinet — 
ministers have pointed out t 
had confronted the prime mini 

a Hobson’s choice. 

By not getting rid of Singh, Ci 
would strengthen the impression that he 
was a weak and inept leader unable to 
ha unruly cabinet colleagur 


public impression ‘that the corrupt 
omon the ruling elite were being pros 
tected. À ; 

With the political pitch thus: 
queered, Gandhi summoned Singh on | 
12 April for a meeting which lasted 00) 
minutes. Soon after the meeting Singh 
sent in his resignation which we 
promptly accepted by Gandhi. 

The Fairfax affair could recede i 
the background as, unfettered by p 
cal immediacy, the judicial inguiry 
take its own time. The opposition is alse 
aware that the government could also. 
cite national security to avoid dise 
the arms deal; 


tum, the opposition has called upon. 
Singh to place the national interest 
above party loyalty and clear the air on. | 
the two scatidals. 

But Singh has not been very for 
coming. He has pleaded his disability 
because of the Official Secrets Act and 
the oath of secrecy as.a cabinet member. 
Singh said: “Everything will become. 
crystal clear when the time comes.” 


nounced that to nail the He of 

the Congress accusing him of an 

ness, he had decided notto hold 

fice in the government if the future, He 
will, however, remain a back-beri 
Congress MP, 












































y Robert Delfs in Peking 
"he sixth National People’s Congress 
(NPC), ‘which closed on H. April, 
r days later than originally planned, 
while hardly being a tough testing 
round for government policy, was less 
an unquestioning rubber stamp it was 
in the past. 
One such sign that real discussion 
took place, especially in the small group. 
“meetings, came in the fact that the pro- 
posal to set up rural village committees 
as only approved in principle, and was 
sent back to the NPC standing commit- 
tee for revisions with the scope and na- 
ture of the committees remaining to be 
clarified. This was considered by 
nalysts as much more significant than 
the fact that some votes were cast 
against government proposals or that 
Premier Zhao Ziyang’s report on the 
work of the government was amended 
n parts. 
The differences that obviously 
merged over the village committee bill 





„new. ministerial appointments 
proved at the closing session, 

none of them is considered of great 
nificance nor do they give any indica- 
on as to the progress of the struggle be- 
ween reformists and their conservative 


























Wang . Fang, 65, was appointed 
minister of public security, replacing 
Ruan Chongwu, who had been expect- 
ed to lose his post (REVIEW, 16 Apr.). 
Wang is an insider, a member of: the 
party central committee, who had held 
top security posts in Hangzhou and 
Zhejiang in the 1950s, and was one of 
the 21 special procurators. selected for 
the Gang of Four trial in 1980, Since 
1983.he has been provincial.party sec- 
retary of Zhejiang, a coastal province 
which. has been in the forefront of eco- 
mic reforms. 
Li Tieying, the minister of electron- 
ics industry, takes over from Zhao as 
ead of the State Commission for Re- 
ructuring the Economic System, the 
reform. think-tank..Zhao has headed 
nce. it was founded in 1982. Zhao’s re- 
oval was-not surprising given his new 
responsibilities as acting party general. 
secretary as well as premier, 
trained physicist 
work in semhicondh 
















amp of authority 


p ; shows signs of some teeth by sending back proposal 


posts. 








retary for Liaoning from 1983-85, and 
elected to the party central committee 
in 1985. 

Thirteen delegates out of 2,674 
voted against Li’s appointment, which 
may have been a tribute to Zhao's past 
leadership of the commission. There 
were two votes against and 16 absten- 
tions on the vote naming Wangas public 
security chief. A scattering of negative 
votes has been common at NPC sessions 
since 1981, when the first steps were 
taken to make it more of a real forum. 

Replacing Yang Bo as, minister of 
light industry is Zeng Xianlin, an en- 
gineer and former vice- s 
‘minister of the state fE i 
planning commission: 
and the state science.and ` 
technology commission. 
Chen Minzhang, a doc- 
tor, is promoted from 
vice-minister to minister 
of public health, replac- 
ing Cui Yueli. Cui and. 
Yang are both central 
ittee members: 
tively old for 
ministerial-level posts. 
(aged 67 and 66 respec“ 
tively). > Their ‘replace- 
its do not hold party 












‘The congress added 
three sentences to the 
authorised text of 
Zhao’s report on the 
work of government 
adopted by the session. 
The additions called for 
ensuring that. enough 
acreage is devoted to 
growing grain, asserted 





body who does.” = 





it,” 0 plomat - 
don’t know any- 






Village committees were first set up 
in 1982 as a successor to the brigade, the 
intermediate. village-level political unit 
under the commune system. The draft 
law defines the village committees as 
popular, operating under the guidance 
of the township government, not organs 
of state power, Some delegates ap- 
parently argued that the committees 
should become organs of. political 
power, and others. objected that the 

ill did. not accord with actual prac- 
tice, 

Perhaps the most striking event of 
the week came outside the actual NPC, 
when Peng Zeng, chairman of the NPC 
standing committee, held a press con- 
ference for Hongkong and Macau jour-. 
nalists on 8-April, which underlined the 
higher political profile adopted by Per 
since the resignation 1 



































“gle, between conserva- 
tive and reformist fac- 
| tions, Peng said: “We 
| have only one faction — 
|. the Marxist faction. Re- 
‘form is Marxism-Lenin- 
ism,” he added, “and 
‘when reform reaches its 
| final stage; the transi- 
| tion. from capitalism 
{through socialism to 
communism will | be 
completed.” 
> .. “I don’t care if they 
call me a conserva- 
tive,” Peng said. “I will 
continue. with my: re- 
forms . . . Ultimate: 
ly, socialism will be- 
come communism, and 








that the government had 
not paid sufficient attention to the vir- 
tues of “thrift and hard work”, in the 
past, and called for strengthening super- 
visory relationship between people's 
congresses and government =. a mild 
rebuke to Zhao. DAA 


n the village committee proposal, 
the NPC called for further investiga- 
tions and revisions “in light of constitu- 


tional principles. and suggestions. put. 
forward by NPC deputies” before 


promulgating the law for trial im- 
plementation. eden 
The text of the draft law has not been 
released, and its real purpose-remains 
unclear. Some analysts suspect that are- 
formist bill has been snubbed by a con- 
servative NPC, but most reformist ini 
tiatives in the past have been well- 
in the press and academic journals p 








- social classes, the state, 
and. the communist party will. dis- 
appear. Should we call this conser- 
vatism?” 






























Excellence 


springs from attitude and application. 


io appreci iate excellence, one need Foniy com- 
pare it with the average. At UBS it is the fruit 

of exceptional professionalism, imagination and 
creativity. We think you will notice the difference. 


UBS — committed to excellence. 
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AXE in Business Communications Networks 


ape 


ae 





How to make big business 


Today, big business has muscle. 

It knows what it wants from its telecom- 

munications, and it expects to get it. 

Big business also has brains. 

It knews that a choice of telecommunic- 
“ations systems exists, and it knows how to 
-use that choice. 

It may choose to set up a private network, 
<: PBX~-driven. It may choose to get its services, 


under its own control, in the public network. 


Iemay choose to do both. 
business subscribers- 





choose, it means increasing opportunities for 
a Telephone Company to provide new and 
different combinations of services. 

Ericsson’s AXE switching system makes 
the most of those opportunities new, with a 
new bolt-on package of services for business 
subscribers. 

A Telephone Company with a digital 
AXE network can now offer advanced intra- 
corporate communications... 

It can offer a modern Centrex service (an 


economical alternative to PABX, providing all 


more details, today. 


the services of a PABX but within the public 
network)... 

It can offer a multi-site intra-corporate 
Virtual Network Service, which effectively 
provides a switched network under customer 
control within the public network... 

Or it can tailor combinations on demand. 

AXE: new and exciting services for Tele- 
phone Companies to offer... new ways to 
earn revenue to invest for subscribers in the 
networks of the future. Post the coupon for 









new network concepts for subscriber 
Satisfaction 

Within the Ericsson Group, Ericsson 
Telecom provides total public telecom- 
munications capability — the future- 
proof, multi-facetted service symbolised by 
the Ericsson Telecom diamond. 

Functions in AXE can be combined at 
exchanges or network nodes to offer a pack- 
age tailored precisely to the service needs of 
an Administration, or of its subscribers - 

a unique capability based on the open- 
endedness of the AXE concept. 

The architecture of AXE, with its full 
functional modularity, means that a network 
is no longer a static linkage between software 
modules in fixed exchanges, rigidly defined 
id dimensioned. - 





Business Communication Services in AXE 







3 Instead, clusters of features and services 
can be assembled at will at special service 
switching centres in the existing network to 
satisfy the needs of subscribers economically. 

Or the same clusters of features can be 
provided in new local switches, which will 
also allow interfacing with the services of 
the future (such as access to the Integrated 
Services Digital Network). 

The outcome is a network designed from 
demand inwards, and not from exchange 
capability outwards - a network which can 
be enhanced and adapted at will to support 
new services as demands change. 


ERICSSON 2 


Ericsson Telecom, $-126.25 Stockholm. Sweden. 


| To: Ericsson Telecom, FE 704 BOT 
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Postcode 





Type of organisation: 

J Telephone Administration! 
[] Business/Finance/Consultant © icanon 
CI Supplier of telecommunications equipment 
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THE WESTIN PHILIPPINE PLAZA af 
Manila = 


ations, call your travel agent or Westin Hotels 
phone Manila 832-0701. Telex 40443 FILPLAZA PM. 









’s Dream 
cation. — 


This is where the air is fresher 
and sweeter and cooler. Where the 
pem trees sway in the gentle sea 

reeze off the bay. 


This is Manila’s dream location. 
Away from the traffic, the noise, 
the city hustle. And yet just 
fifteen minutes from the airport 
and the business district of 
Makati. 


This is The Westin Philippine 
Plaza. 
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| United by violence 


mb attack could bring the opposition together 


By Ahmed RashidinLahore . 


A recent. bomb attack’ resulting in 
the death of an opposition leader 
¿has provided a rallying cause to Pakis- 
n’s disparate opposition: parties ‘to 
unite against the. government. Benazir 
Bhutto, leader of the Pakistan People’s 
(PPP) which is the le single 
pposition force, has also mellowed her 
leftist stance in an apparent bid to com- 
‘bine with the centrist parties opposing 
the government of Prime Minister 

| Mohammad Khan Junejo. 

The bomb, believed to have been hid- 
den in a flower. pot, exploded:on 24 
March as: Maulana Ahsan. Zaheer, 
- leader-of the Islamic Ahle Hadith party 
_ was addressing a night rally in Lahore. 
‘Six people including top leaders of the 
; party died that night and four others died 
later. Zaheer, who wascritically injured, 


. The Ahle Hadith is allied with the op- 

rouping, the Movement. for 

emocracy (MRD), and 

t Opponent of Presi- 

d the fundamentalist 

i, Which has ‘supported 

past. Leaders of Ahle.Hadith 

e REVIEW that they suspected 

- their fundamentalist-rivals but nobody 
has claimed responsibility for the blast. 

_ The blast also caused concern among 

the leaders of the MRD who. were 

holding a conclave in Lahore during 

that period. For several days after the 

bomb attack anti-government demon- 

strations were held in many parts of the 

country. The demonstrations obviously 

came as a morale booster to the MRD, 


which of late has been depleted by de~ 


sertions. and had failed only a few days 
rlier-to attract mass.support.at a rally 





fused tor 


D leadership, in- 


in. Lahore. The M 
o, promptly end 
m 


ma-Islam party 


- MRD, as long 


he concerned were 
opposed to the Zia reg 


history.” 


‘The shift in her line of attack from Zia 


to Junejo, stems from recent unsuccess- 


ful attempts by the government to'win 
over opposition politicians and to iso- 
late. the. PPP. politically. The govern- 
ment is also in: the process of framing 
regulations for the October elections to 
local bodies which will be a major test of 
the regime’s popularity. 


B hutto said that the. government will 
once again rewrite election rules in 
an attempt to bar the PPP from par- 
ticipating in the polls. Official leaks to 
the- local-press have confirmed that the 
regimé.was contemplating a revision of 
the election rules. Junejo has also said 
that parties not registered with the gov- 
ernment will not be allowed to. partici- 
pate.in future.elections. The PPP along 
with other MRD.-components has re- 
i ith the authorities. 





and it would bring 
her even those groupings outside. 





| 
| 


was prepared to work within the present 
electoral system as it was the only viable 
means for restoring full democracy. ; 
Bhutto's political fortunes ha È 
natedin recent months because of th 
PPP’s inability to come up with congre 
which could pose 
genuine alternative to the governmert 


1 Many PPP workers are also opposed | 


Bhutto's. tactical alliance . with the 
slami a key supporter ofthe. 
former military regime, Bhutt de 
nied that there is.a formal alliance be 
tween the PPP and the Jamaat-e-} 
and maintained that though Jam 
Islami was a pillar of the military 
in the past, itis better now to 
gether all the forces opposed to Z 

On. the crucial issue of the guerilh 
warin Afghanistan, Bhutto. Has also 
made an unmistakeable. shift in her. 
stance. Bhutto has declined to criticise 
the US policy of continuing to.arm 
Afghan guerillas, which many Paki 
tanis believe has blocked a settlement. 
the conflict. Moreover, she Al 
the Soviets are insincere about an: 
all settlement of the Afghan m 
Her pro-American tilt hast 
her to-Left-leaning groups 
outside.the PPP. 

Some analysts believe that Bhatto’s 
current stand on Afghanistan may be a 
temporary tactical move as the Gene¥ 
peace talks are likely to drag on for 

ome time. In any case, under the cu 
rent political climate. in Pakistan, i 
difficult to take a soft line on Moscow 

In terms of personal popular 
Bhutto continues to attract larg 
wherever she goes in the countr 
though the PPP and the Bhutto fe 
have been synonymous, curren 
party itself isunable to draw large 
atits rallies without her presence. 

A major issue on which the PAP can 
capitalise is the growing frustration and 
anger among the people ove 
and-order situation. The d 
has resulted from polit 
well.as social.and ethnic i 
first three months of this yea 
people have been killed in Karz 
ings and bomb attacks: have beco 
routine occurrence in the North 
Frontier Province. In Punjab, thi 
ther. vane. of the regime's stat 
people have been killed during 
period, including two policemen. In. 
Baluchistan 10 people have died int 
police shootings and bomb blasts. 

The roots of violence can be traced 
back to the tensions generated during 
the earlier martial-law period, but it is. 
the civilian government of Junejo which 
is faced with finding solutions to case 


the tensions. Even as the government 


fights a rearguard action agaist the 
lence, it isunwilling fo compromise with 
opposition forces and has failed to dis 
tance itself sufficiently from the military. 
to wit-over publicconfidence. ie 





























By Shim Jae Hoon in Jakarta 

a Even from the depths 
of recession. In- 
donesia’s “President 
Suharto. has managed 
to demonstrate that 
his version of demo- 
cracy works, and that it 
we ea functions. better with 
each new general election. The three- 
_ week campaign leading up to. the 23 
April elections for the House of Repre- 
sentatives and for legislatures at provin- 
cial and district levels, has gone 
smoothly and without major rioting or 
bloodshed —— a not. inconsiderable 
achievement ina country with 94 mil- 
| lion voters:torn by religious, ethnic and 
egional diversity. 

However, the tight control of the 
electoral process by the central bureau- 
cy has ensured. that the balloting. in 
is vast archipelagic nation of 165 mil- 
ion people will be merely what Suharto 






























































AX: 


raining” in democracy. The elections 
have provided few opportunities for 
genuine popular feeling to come to the 
surface. : 

o General elections in Indonesia are 
t meant for changing governments or 
even the ruling party. Institutional 
mechanisms ensure that the ruling Gol- 
r group, a coalition of military-domi- 
ted bureaucratic and business elites, 


legislatures, regardless of the voters’ 
iews. Pies 
i And this is the quietest-election in 
ndonesia’s history, a monument. to 
Suharto’s success in de-politicising the 
country by weakening the Islamic factor. 
Under his rule all political parties. have 
‘turned grey and same. The general elec- 
tions have degenerated into a pro forma 
exercise in providing his regime an aura 
of legitimacy within Indonesia as well as 
‘inthe international community. 
_ But that has not deterred an impres- 
sive number of people pouring into vari- 
Ous stumping rallies across the country. 
From the eastern Muslim strongholds of 
Sumatra to the populous; central island 
f Java which alone accommodates 60% 
f the national: population, ‘tens of 
thousands of people have flocked to lis- 
en to. political: programmes: advanced 
by the three contestants: 
Running for the five-year-term legis- 
lature seats are Golkar; the Muslim- 


















based United Development Party | 
fin- 


(PPP), and the Democratic Pa 
donesia (PDI) grouping natio 
ristian followers. And év 








has described it as -— an “exercise” or | 


‘ins all levels of central and provincial | 





Image of democracy 


but apparently keen to maintain a dis- 
‘creet distance and avoid direct interven- 
tion, is the powerful Abri (the armed 
forces). 

The fourth general. election under 


been relatively free from violence such 
as the Banteng Field riots that erupted 
in Jakarta in 1982, leaving a dozen dead 
in an election in which a total of at least 


derly campaign, receiving lavish praise 
from senior government officials includ- 
ing election manager, Home Minister 
Suparjo Rustam. To Rustam, and to 
other military leaders providing secu- 


r 














JOE MANGUNG: 


| Suharto: ‘training’ in democracy. 





rity, the -incident-free elections have 
been proof that Indonesian voters were 
reaching a stage of political maturity. 
However, the campaigning ap- 
peared to be much more lively than ex- 
pected by foreign diplomats and other 
observers. Although the crowds’ sizé in 
Jakarta and elsewhere was limited by 
the military authorities to a maximum of 
50,000 in big cities and around:3,000 in 
smaller districts, the voters mostly came 
of their own volition rather than being 
transported to the rally ‘sites in army 
trucks, as was often the case in previous 
elections. 
«Flags of the three parties — red for 





| | PDI, yellow for Golkar and green for 





PP — fluttered along the major. 


“Suharto’s New Order government has |" 


60 people died. By that standard, the | 
: latest exercise has stood out as an or- 





naat j 





boulevards of Jakarta. Campaignerson 

notore rucks and other vehicles 
sped around the city flashing one finger 
| for PPP, two for PDI and ‘for Gol- 

















Stumping rallies were surprisingly 
unfettered compared with the past, with 
voters and speakers often taking part in 
rhetorical exchanges. In a face-to-face 
| “dialogue” on stage, Golkar chairman 
and State Secretary Sudharmono at one 
Occasion. was momentarily thrown off- 
guard as the crowds shouted “No!” 
his question, “Are you satisfied with t 
“results of economic development?” 
Golkar’s campaign themes included 
continuity in development and political 
stability. Sudharmono. and other lead- 
ers reiterated the Suharto government’s 
Jong-term commitment through the 
1990s to the’ Tinggal Landas (stage of 
-economic také-off). After 21 years in 
power, Golkar asserted that it needed at 
least 25 years more to achieve Suharto’s 
self-imposed aim of putting Indonesia 
among the ranks of developed coun- 
tries. 





















he campaign by the tiny PDI, with 

the smallest number of seats in the 
incumbent parliament (24 out of 460) 
was resourceful and eye-opening. 
Focusing on themes like improved dis- 
tribution of the nation’s development 
fruits, giving life to the ineffective parli- 
ament which serves as mere window- 
dressing for Suharto, and more civil 
rights such as freedom of speech, PD 
‘was beginning to strike the chord o. 
urban middle-class voters, especially in 
Jakarta and Central and Eastern Java. 

Returning over half of the 400 elec- 
‘tive seats in the central parliament (the 
remaining 100 are appointed by Suharto 
_ from the armed forces in the slightly ex- 
| panded new house), Java was the main 
battleground for winning the elections. 
PDI scored a major success by mobilis- 
ing a total of 150,000 people in two ral- 
lies in the Central Java towns of Pur- 
wokerto and Banyumas with the help of 
portraits of the late president Sukarno, 
who was popular there: 

The appearance at the rallies of one 
of Sukarno’s: daughters’ Megawati 
Sukarnoputri — and local football star 
Sutjipto Suntoro, helped to draw bigger 
crowds, but it was the party’s skilful 
exploitation of Sukarno’s image which 
boosted its popularity. The spectacle of 























tens of thousands of people screaming 
at the sight of Sukarno portraits under- 
scored another significant aspect of In- 













| the th 


death, Sukarno still rema 

force to millions of people 
_ backwaters of Java.’ he 
<The local election authorities: were 
so. concerned. by. the Sukarno revival 
that they quickly outlawed the use of his 
portraits. Hasril Harun, chairman of the 
East ‘Java election committee, said 
using the portrait of an Old Order figure 
was banned. Later, speaking at the 
South Sumatra city of Lampung, Coor: 
dinating Minister of People’s Welfare 
Alamsyah Ratu declared that the par- 
ies, if they wanted to use any portrait; 
should ‘choose a New Order’ figure, 

mely Suharto, © 

The Muslim-based PPP, the second- 
largest party with 94 seats in the current 
ouse, experienced difficulty in most 


pot 


-| areas of ‘the country, with Central and 


East Java, as predicted by many, being 
orniest;; And in the central Java 
ty of Yogyakarta, security agents pull- 

vn from the podium one Abdul 

oo all ler he began criticising the 
government for forcing peasants. to 
. plant sugar-cane crops against their will. 
The Indonesian Observer 


gin the 





RANK KOLLER: 


i orko ncasila democracy.” 

“These regulations precluded any 
ibili iously debating some of 
al issues facing the coun- 
try, such as political succession to 
Suharto, who is running for a fifth con- 
secutive five-year term in office next 
March at the age of 67; favouritism to- 
wards Suharto family members eroding 
the base of confidence in his regime, 
and measures to cope with growing un- 
employment as a result of the long-last- 

ing recession. WHR AiR ps 
Hidden from the surface but never 
far from the hearts of the increasingly 
aware middle-class voters were other no 
less burning issues:— for how long 
should Indonesia lag behind fellow 
Asian nations in seeking a safe political 
development? Should the military con- 
trol of politics in the name of “dual func- 
tions” be allowed to go on forever? Is 
harsh crackdown the only means of 
dealing with militant Muslim radicals? 
Given the continued authoritarian na- 
ture of his regime, could Suharto escape 
the fate of deposed president Ferdinand 








| newspaper said: Malik had» also. 
|. been “drawing’a parallel between 
‘| the- situations in the Philippines 
|. and Indonesia,” an action clearly 
| unendearing to the authorities. - 
| The pee officials claimed that - 
| Malik did not have official per- 
mits to speak at the rally, but 
other PPP speakers in Sumatra 

id the REVIEW that such per- 
mits were hard to obtain anyway, 
as most police officials somehow © 
“disappeared” shortly before 
‘speech times. 

Such hardships and incon- 

sniences were only part of the 
problems facing the PPP. Since 
{ matters like choosing the rally 
| sites; mobilising crowds, even 
» Shoosing the speaker, were liable. 
to be influenced by provincial 
governments, its access to the 
electorates was considerably: li- 
‘mited. Thus in Pekanbaru in 
Sumatra, PPP got only a shabby ` 
school ground to launch the first 





| were evident a 


not the poor who remain poo 
without the devaluation. “ 

that devaluation doesn’t aff: 

because they have to pay for ed 

for their children, just as the rich pe 
do,” said a school teacher in Me 
“Sometimes we middle-class peopl 
like [we are] sitting on top of a shak 
volcano,” ‘said the teacher, who d 
much social work for the poor. 


“ uch pessimistic views are the 
P tion, of course. Most Inder 

concede that the country, under t 
ades of Suharto. rule, has made: 
stantial strides. These include: 
» Self-sufficiency in rice for the fi 
time. 
> Anend to racial or religious insurree 
tions or strifes. which once threatene 
to tear the country apart. l 
» Elimination of abject poverty, (Peo 
ple are not starving any more though 
there is still a large poor-class.) a 

But. politically, today’s Indonesia: 
poor present a. potentially far more ser. 
ous threat, given frustrations over th 
unequal distribution. of rece 
achieved pros y. Those frustrat 
anda Aceh, capital ¢ 
Sumatra’s heavily Muslim Aceh pre 


E vince which is acutely different 


Jakana stress the l . 








ally of its campaign, while Gol- 
ned ith much fanfare at the 
oe dium capable of accommodat- 
‘| ing at least 3,000 people. 
_ In addition, PDI aswell as PPP were 
ipered by tough electoral “regula- 
tions” which made it impossible for 
them to criticise the government or its 
| policies. For example, candidates could 
not “defy” the government or its offi- 
‘cials; must not question or debate the 
‘merits of Suharto’s programme of Pan- 
casila (it provides for national harmony 
based on “consensual” politics rather 
than parliamentary democratic institu- 
tions); should not “incite; intimidate, 
impose any kind of pressure on people 
or individuals.” They should only talk 
about development or how: better to 





Marcos in the Philippines, toppled. by a 
civil-military uprising? 

it-was not just the foreign-educated, 
English-speaking intellectuals of Jakarta 
who were preoccupied by these longer- 
term issues. In the northern Sumat- 
ran cities of Medan and Bandar Aceh, 
people watching the local political scene 
spoke of growing. restiveness among 
workers who have had to swallow di- 
minishing purchasing power due to in- 
flation and a 31% devaluation of the 
rupiah in November 1986. 


_,_ AEE LLL EE TR 
Religion and politics: page 26 
Opposition support: page 28 





| other areas of Indonesia and generall 
| resentful of the central authorities 


which it regards as being Java-centric. 
Producing gas and petrol, Aceh con 


| tributes a large amount of revenue to. 
| Jakarta and yet receives what many. 
| there think is a pittance in the wa 

» benefits such as roads and schools. 


local journalist complained: “We get 

hothing but transmigrants [settlers from 

other parts of the country].” 1 
_ Even without ‘the heat of elections, | 


local issues can raise the political t 
jperature. A law student at B 


May 1986 on suspicion of 
receiving a one-year jail sentenc 

The ‘fact. that their arrest re 
unknown to'a PPP candidate run 
for the central parliament from the 
indicated how Indonesia’s party pol 
stood removed from the “pockets of 
underground activism evident below 
the surface of national politics, ArSyah 
Kuala as well as at the University of 1 
donesia in Jakarta, security agents pe 
ing as students sometimes sit in the 
classes to watch over possible subve 
sives. 

For the time being at least, Suharto 
can dismiss the generally sporadic agit 
tion as inconsequential: In Indonesia 
vast rural areas, many still perceive th 
president as a kind of Ruta : 






























are opening up. In particular, the taint 
of nepotism enveloping members. of 


eel of his otherwise successful re- 
ime. 

With institutional mechanisms of the 
New Order almost guaranteeing Gol- 
kar’s success — it talks openly of taking 
10% of effective votes. — no one sees 
he electoral outcome as changing In- 
onesia’s political. equation. Rather, 
the focus of the exercise for the govern- 
ent and observers is on what it shows 
of the people’s mood. 
¿o The military establishment is ready 
‘to intervene any time the situation 
gets out of control. But armed forces 
commander Gen. Benny Murdani and 













‘the first family remains the Achilles’ 


army chief of staff Gen. Try Sut- nd 





Troubled with the 
prospect of. losing its. 
status as the largest 
minority political 
in Indonesia, 
Muslim-backed 
.. United Development 
kamaa Party (PPP) has cam- 
paigned aggressively in Jakarta and 
other regions of the central island of 
Java. However, the question it-faces is 
not how big its plurality will be, but tọ 
what extent it can limit its certain elec- 
toral setback. 

The party which won nearly 28% of 
total votes in 1982 and collected 94 seats 
in the central parliament, approached 
the campaign with trepidation. Apart 
from an acute shortage of funds, its 
image in the urban areas has been 














risno —-. the two. pivotal figures 
roviding the muscle for continu- 
d security and stability are em- 
ising a stance of discreet dis- 
e from this general election 

















of th reason for this may 
personal rivalry be- 


ni and Sudharmono 


votes. by resorting to heavy- 
anded. methods run the-risk of | 
eating more resentment against 
the government. 

Gther analysts feel the mili- 
-tary’s mood could reflect the new 
confidence of the armed forces in 
`: Golkar’s own strengths. With the 
government’s resources, includ- 
ing money and organisation 





PPP supporters in Jakarta. 









issue out of politics 
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shave to develop a new social: activis 




























amply available to Golkar, and 
a host. of laws favouring its elec- 
ral success, the ruling group does 
not need the armed forces’ direct inter- 
vention to secure a comfortable vic- 
tory. : 
~~ The notion of Indonesia.run by a 

“eivilian-military, partnership”. — Gol- 
kar secretary-general Sarwono Kusu- 
aatmadja’s own phrase -— has by 





he military leaders now is how to stunt 
he growth of the Muslim-backed. PPP 
which they believe is capable of present- 






o be indirectly accompli y 
ing the electoral chances of PDI, 
PPP’s immediate rival. in -the current 
campaign. DE 










mon 


now taken root. The only question for ` 


badly tarnished by internal schisms. 

The party dissidents —- headed by 
current members of parliament such as 
Zamroni, Ridwan Saidi and Sudarji —— 
openly criticised the party leadership 
during the campaign. They indirectly 
campaigned for the ruling Golkar 
group by asserting that PPP in its pre- 
sent shape had become a spent force as 
far as Muslim identity was concerned. 

Forced to react, party general chair- 
man John Naro, donning Muslim garb, 
lashed out at the government’s econo- 
mic policy, especially its ill-treatment of 
lowly paid urban workers such as becak 
{pedicab} drivers. i 





Naro — a figure normally known for his” 





At rallies in Jakarta and elsewhere, | 


close support of President Suharto. — 
courted voters by demanding a bigger 
share of benefits for people at the bot- 
tom layersof the Indonesian society. He 
also succeeded in first making the prob- 
lem- of campus. freedom an issue in the 
campaign, by pressing Golkar to pledge 

a review of the 1978 law eliminating the 
university student councils. 

Of all its problems, however, PPP’s 
weakening links with the Muslim electo- 
rate loomed as the, most critical issue. 
The policy decision of Nahdatul Ulama 
(NU) — the conservative council. of 
kyais (Islamic teachers) — to withdraw 
support from PPP under the govern- 
ment-imposed religious depoliticisation 
has- had crushing effects. 

Over the years NU has been progr 
sively weakened as a political force, fi 
under the1973 merger of all Muslim 
groups under PPP's wing, and then by 
the 1985 law which. makes it mandatory 
for all social and political organisations 
to adopt Pancasila, the government’s ~ 
policy of national harmony which sepa- 
rates religion from politics, as 
its guiding ideology. i 

-NU’s policy. of- dissociating.. itself 
from PPP was also: inspired by: the 
former’s growing disenchantment over | 

he way Naro has run. the party, in 


‘nominating his friends and close rela- 


« 


es. as candidates in the current gen- 
l election (REVIEW, 12 Feb.), Naro 
vorsened relations when he turned 
down a list of token candidates 
uggested by NU’s central board. 

horn of formal political links, NU is 
searching for a new role as an agent 
championing the, Muslim aspirations in 
indonesia. According to NU leader Ab- 
durrahman Wahid, the organisation w'" 


along the line of the Greens in West 
‘Germany. 

In other words, NU will continue to 
be politically active, but outside the sys- 
tem Of established politics. Exactly how 
that will be achieved remains to be seen. 

NU leaders such as Wahid were.de- 
termined to punish PPP to underscore 
the point that they still played a critical 
role in the politics of Java, In areas near 
Surabaya, Solo and Yogyakarta, the or- 
ganisation called on followers to vote 
for the other minority, political group, 
the Indonesian Democratic Party (PDI) 
or even Golkar. 


































oe Golkar. Also, many 
_ | traditional PPP supporters were:lost to 
: PDI asa result of the latter’s campaign 
gimmicks which ‘evoked the popularity 
of the late president Sukarno. 
Even je North Sumatran city of 
Banda Aceh, where PPP defeated Gol- 
kar in the past two elections, grabbing 
57% and 59% of the city’s votes in 1977 
| and 1982 respectively, the party: cam- 
“paigners had problems. There; Daud 
Beureueh, the ageing leader of Darul 
Islam (which waged a war of secession 






‘arly years of the republic), endorsed 
olkar. at T 


euréuch, the spiritual leader of the 
Acehenese, reportedly came out in 
favour of the ruling party in exchange 
for Jakarta’s pledge to boost Aceh’s 
development.’ PPP also faced.a problem 
in Ibrahim Hassan, the highly popular 
»native son who heads the local govern- 

ment and has campaigned for Golkar: 

In last-ditch efforts to wimattention, 


PPP raised the temperature of its élec-" 


Totoral rhetoric, pushing the govern- 
(| ment’s tolerance to the limit. Speaking 
| atia western Jakarta rally, Hartono 
1: Marjono, a ‘candidate from Yogyakar- 
ta, asserted that PPP still maintained 
the purity of Islamic identity “despite 
fone by certain factions to secularise 
slam.” | 


Other speakers lambasted campaign — 


restrictions, saying Indonesia might 
turn “autocratic” under the present sys- 
tem. But attempts to capitalise on Islam 
as a key factor of political identity were 
| tisky,as the issue clashed with Suharto’s 
| policy of keeping religion out of politics. 
“In the event, PPP was driven more 
| and more‘to address the practical issues 
| of the day, such as the plight of becak 
“drivers said to be holding up traffic in 
major cities, who have had their tricy- 
| cles seized. by the authorities and 
| dumped into the sea; the rich-poor gap, 
and official corruption. 
Hartono told a crowd of cheering 
-Jakartans on 31 March: “In the rice 


' 4: flelds, farmers ate troubled by wereng ` 








{brown locusts]. In-the [econo- 
development efforts, we find 
ng kuning [yellow locusts or ċor- 
rupt officials}." < 5, o0 o> 
< The appeal of Islamasakeysymbotof 
PPP's platform seemed to be fading in 
this campaign, marking a definite trend 
towards increased secularisation in In- 
donesian politics. For PPP, ‘it was the 
_ first campaign fought without the help of 
the emotionalemblem ofthe holy K’aabah 
shrine in Mecca and its magnetic hold 
over the nation’s Muslim majority. The 
long-term trend thus implied troubles 
ahead for PPP: Just holding on to the 
present parliamentary strength would 
have represented an immense success, 
| but-éven that appeared to be far from 
certain. 
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gainst-the central government inthe | : 























The more you travel, the more you will 
appreciate The Pavilion Inter-Continental, 

_ Avery individual, luxurious hotel where 
service is quietly dedicated to standards which 
never compromise. 

Where it should come as no surprise to 
find Singapore's most elegant restaurants such 
as Maxim’s de Paris. 

Isn’t it time you came to stay? 
o At Number One Cuscaden Road, 





_. For reservations just call: Bangkok 251-5764 
Hong Kong 5-229 879 Jakarta 370 108 
‘Manila 81-59-711 Sydney 232 1933 Tokyo 503-4111, 
Or any International Airline, Travel Agent 
or Inter-Continental Hotel. 
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ney Tasker in Jakarta 
‘The Indonesian Dem- 







position. It wa ). 
ns e a partner of gov- 
t, though it has little hope of 

g the administration. 
eta that is the PDI's political 
ilosophy. True, the tight Indonesian 
al system does not allow any real 
gree of independence to parties: the 
ernment supplies their buildings, 
maintenance charges and even 
campaign funds, and lays down 
guidelines banning parties from 
ging in any meaningful anti-gov- 
ment election campaigning. But the 
has gone one step further, unlike its 
fellow non-government United Deve- 
lopment Party (PPP), by endorsing the 
major pillars of the current ruling sys- 

m. 

During the 23 April election cam- 
aign, PDI chairman Suryadi, a re- 
pected lawyer, has said that his party 
pports the strengthening of the al- 
y-substantial political role of the 
med forces enshrined in-the so-called 
dual function principle; he has said he 
does not expect PDI men to. be chosen 
for the cabinet, however much the party 
creases its numbers in parliament; 
ancasila, the national ideology which 
bans:politicking on communal or religi- 
us grounds, is sacrosanct; and he.sup- 
sorts President Suharto’s cont 



































he 1988 presidential election: 
However, to criticise thi i 
cé as- toadying to an awesome mili- 






y-backed’ ruling political machine," 


would be doing less than justice to the 


sial” 





party. The army’s predominance is a 
fact of life in Indonesia, and at least it 
keeps Muslim extremism and com- 
munism — which PDI, like the govern- 
ment, sees as the main threats to politi- 
cal stability — at bay. And at this stage 
the party could not realistically aspire to 


“step into the shoes of Suharto and his 


cohorts. 
w Above all, the PDI adheres to In- 
donesia’s desire for consensus rather 
than confrontational politics. As PDI 
secretary-general Nicolaus Daryanto, a 
Roman Catholic businessman, told the 
REvIeEw recently, the PDI would “yell if 
government does something bad, but 
we'll yell within the system, in our gen- 
tle... way, not as Westerners do. In the 
West, children yell at their father but do 
we do that in Asia?” 
The party’s essentially moderate line 
appears to have endeared it to Jakarta’s 
political and military leaders during the 
current election campaign, particularly 
in contrast to the heavily Muslim PPP. 
There are reports of vote-sharing ar- 
rangements between the PDI and Gol- 
kar in certain regions in Java, and some 


. sources say the military has quietly pro- 


vided logistical backing for the party’s 
campaign. 


Te party’s approach also seems to 
be of growing appeal to voters. Al- 
though PDI only cornered 7.9% of the 
vote, winning it 24 parliamentary seats, 
in the 1982 election, it has been drawing 
huge crowds to its rallies — 150,000 at 
two joint rallies in Central Java, and as 
many as 50,000 in Jakarta. Many obser- 
vers, and PDI officials themselves, ex- 
pect the party to do much better in the 


ing its parliamentary seats at the PPP*s 
expense. 





upcoming election, perhaps even doubl- 





in lrian Jaya, Moluccas and North 
Sulawesi, But in some outer regions the 
PDI may suffer because of its Sukar- 
noist: ‘image, ¿which brings painful 
memories of times in the late 1950s 
when these. provinces battled with the 
late president Sukarno’s Javanese centre. 

: Formed in 1973 as a government-or- 
dered fusion of five Christian cand 
nationalist parties, the PDI appeals par- 
ticularly to the urban middle classes and 
youth the party is especially anxious 
to gather votes among the first-time vot- 
ers who comprise 20% of the electorate. 
Nationalist; in this context, is political 
shorthand for proponents of the creed 
of Sukarno’s old Indonesian Nationalist 
Party. E 

Sukarno’s still-evocative image was 
invoked freely by the party in its early 
campaigning, with such slogans as: “Re- 
member ‘Sukarno. Vote, PDI.” Curi- 
ously, many of the most enthusiastic 
Sukarno -sloganeers were. young 
Javanese. who have only known life 
under Suharto, but who are probably 
aroused by the image of the former 
president’s “dynamic” brand of 
nationalism. 

The diverse nature of the party’s ap- 
peal has been symbolised by the appear- 
ance of Chinese-Indonesian PDI leader 
Kwik Kian Gie at major rallies and also 
members of.the Nahdatul Ulama, an in- 
fluential, Muslim organisation which 
broke with the. PPP three years ago. 
Kwik, a leading businessman, has even 
highlighted his Chinese origin in at least 
one PDI rally to emphasise the broad- 
based nature of the party — though In- 
donesia’s minority Chinese community, 
which constitutes about 5% of the popu- 
lation, ‘will probably follow its .usual 
course. of voting heavily. for the status 
quo which Golkar represents. 

Given the ban on anti-government 
strictures, Kwik and his fellow PDI 
leaders have been appealing more to 
voters’ sense of values than on material 
issues. 

On more. specific issues PDI candi- 
dates have called for a more even distri- 
bution of wealth, including an appeal to 
big business conglomerates to make 
their shares available to the. masses, 
workers’ councils, wider education op- 
portunities and more political freedom 
on the campus with the resurrection of 
student councils... 

Presumably: with an-eye on what is 
widely expected to be alarger represen- 
tation.in the House of Representatives, 
the PDI is also campaigning for a more 
powerful. parliament.’ Leaders of. the 
PDI say they also intend to form a. 
shadow cabinet after the election —- but 
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By Nayan Chandain Washington 


$ inent role in Northeast Asia, the US has 





esa detailed proposal to. North 
i for improvement of relations. 


gyang will reduce tension on the 

n Peninsula, thereby facilitating a 
peaceful transition to democracy and a 
1 1988 Olympic Games in the 

aw the hermetic North outinto 

th. the et and 













rch, US Secretary of State ean 
Itz asked Peking to inform. Pyong- 

bout a series of steps that Wash- 
is ready to take for an improve« 
t of US-North Korean. rélations. 
have been-frozen for 27, years. 





na move that confers on China a pror 














communicated. through. Peking’s good 


hington hopes that its overture” 








he US proposes better es swith Pyongyang via Peking 


yang agreeing to participate in the 
Olympic Games and resuming talks 


| with the: South. As an opening gesture, 


Washington has authorised its dip- 
lomats to engage in conversations with 
North Korean counterparts if they are 


approached (REVIEW, 26 Mar.). 


US administration sources said that a 
series of steps towards better relations 
pared by Washington includes: the 


partial lifting of a longstanding US trade 


embargo on North Korea to permit the 


-sale of food, medicine and other 


humanitarian items; mutual confi- 
dence-building measures. along. ‘the 
demilitarised zone; modifications in the 
annual US-South Korean military exer- 
cises; granting travel visas to North Ko- 
reans, and cessation of US opposition to 
North Korean participation in some in- 
ternational organisations. . 

A US official conceded that the 





y i 
of direct trade that is important.” The 
confidence-building measures would 
aim- at trúe demilitarisation of the bor- 
der. These measures might include dis- 
arming:all-guards at the Joint Security 
Area’ (JSA); mutual inspection of the 
JSA and cessation of loudspeaker prop- 
aganda broadcasts. 

Washington is now waiting to see if 
Pyongyang will resume its dialogue with 
the South and. come to an agreement 
with the International Olympic Com- 
mittee to participate in the Olympics. 
US sources told the REVIEW that while 
the US has not received any response 
from North Korea on Washington’s of- 
fers, there: have been several encounters 
between North Korean and American 
diplomats in neutral settings. 





























perie North Korean efforts to play 
down contacts which have already 
taken place between Pyongyang and | 
Washington, US officials are ort 
about what they viei 
positive trend in the North an 
couraged by improved Sino North Ko- 
rean relations: 







































Secretary of State George Shultz’ 
litiative to,appease North Korea 
ensure a successful Seoul Olympic 
‘ext year is receiving»support 
ctly or otherwise, fro 
the Korean Peninsula at 
“measures. contemplated «by 
e. powers are: likely to. focus. on 
orth Korea but, in time. 
also benefit by improved 
na and the Soviet Union. 
Whether cross contact. between 










e one hand, and between communist 
untries and Seoul on the other wil 
ad to cross recognition ‘of the two 
oreas —- which the non-communist 
owers want and the communist powers 
se — will depend on the progress 
East-West detente. 
Shultz initiative, involving the relax- 
n Of restrictions on US diplomats 
eeting their North Korean counter- 
rts, was. announced tom after, his 
it to Peking and Seoul 
i icted at the 
























Jashi gton revealed tha 


stern countries and Pyongyang on | 


North Korean border gua 


| trade” 





place until after the Seoul Olympics or 
- after Pyongyang had firmly committed 


They added that the US eventually 
wants to exchange trade offices with 
North Korea, if the Soviets would do 
the same with South Korea. 

Washington’ § stated aim is to ease 





tension by encouraging Pyongyang to 


resume talks with the South and 
¿participate in the Olympics at a 
ime when both Koreas are facing 
‘tricky political transitions. 
Another US motive is to check 
the growing Soviet political and 
military influence on North 
Korea. 






he USis reassuring asceptical.. 

South Korea. that it will not. 
have direct high-level contact with 
North Korea — which Pyong- 
“yang desires. The US stresses 
that while : Washington is not 
against. multilateral talks on 
Korea, such talks would never be 
held without full and equal par- 
ticipation by the South and, in 
any case, would have to be pre- 
ceded by substantial progress of 
bilateral North-South talks. 
_ Some Seoul officials say that 
‘Shultz’ move was “US and China 














initiative also called for “humanitarian 
in medicine and foodstuffs be- 
tween the US. and North Korea, if the 
latter took positive steps to reduce ten- 
sion on the Korean Peninsula: Sources 
told the REVIEW that such “trade”, 
which could include aid, was not to take 


self to-participating in them: 


) Jess wary: 





initiated” and that Seoul —- while 
realising that the move. may be a price 
which has to. be paid to ensure a suc- 
cessful Olympics and may activate the 
desired cross c : 








rushing to: 





“In sharp contrast with North Korean 
President Kim I] Sung’s 1975 visit to 
China — which was viewed with con- 
cern in Washington — US officials ap- 
pear to be encouraged by reports from 
Peking that China is preparing a grand 
welcome for Kim later this month. The 
US hopes that closer Peking-Pyongyang 
ties will help moderate the North’s ap- 
proach to Moscow and reduce Soviet in- 
fluence in North Korea. ` 

US officials say Washington wants to 
help strengthen China’s hand in North 
Korea. Pyongyang has been keen on 
contact with Washington and by acting 
as a Washington-Pyongyang go-be- 
tween, Peking can only increase its 
credit in the North. 

Chinese sources say Washington 
stands to benefit more. than Peking by 
making use of China's good offices to 
ease US and. South Korean security 
fears about: Pyongyang’s plans for the 
“vul Olympics.” “South Korea,” a 

nese source said, “is desperate to 
nave a smooth Olympic [Games] and 
has urged the Americans to take this 
step. They have invested billions of dol- 
lars in preparations for the Olympics 
and they are concerned about that in- 
vestment.” The source said he did not 





‘believe 





at the US overture to North 
Korea was aimed at reducing Soviet in- 
fluence in Pyongyang. 

Harry Harding, a China specialist, 
told the Review that, despite public de- 
nials, the Chinese are concerned about 
the steady improvement in Soviet— 
North Korea relations. He said Peking 
believes its position m Pyongyang 
could improve if it is successful at bring- 
ing about a dialogue between Washing- 
ton and Pyongyang. “Of course it is 
typical that the Chinese are present- 
ing the Americans coming hat in hand 
and it is they who are doing the US a 
favour.” 

The US initiative is also believed to 
be linked with its desire to restrain 
Pyongyang from adventurous. action at 
a time when the South is precariously 
entering a democratic transition. 

Although Seoul agreed to the US ap- 
proach during a meeting late last year, it 
did so only after some initial resistance. 
As. a private analyst put it: “The signal 
to Pyongyang is a useful reminder to 
[South Korean President] Chun Doo 
Hwan that US support for him is not un- 
limited. It is also a vehicle to move 
South Korea toward democratisation. 
Of course, it is a risky game.” o 





Seoul ties, which still take place largely 
“under a fig leaf,” as an observer put it. 

Aside from the obvious Chinese interest 
in de loping ties with the economically 
dyt uth, China, like the US, has 
stin checking Moscow’s in- 
; ongyang, Such influence is 
ing to be ag Mos- 







cow *s encir clem: nt of China. 
chi 





ordinary official talks berween Peking 
and Seoul — over hijackings and defec- 
ons — has been established. China’s 
_igh-profile participation in last year’s 


Asian Games in Seoul set a precedent | 
Olympics and bilateral. contact || 
has broadened also through multilateral | 
and family reunions involving | 





meeting 
ethnic Koreans living in China. 
= Insisting that US troops be withdrawn 
i the South and on an early Korean 
reunification, Pyongyang has not con- 
céaled its displeasure over what it con- 
‘siders Peking’s de facto two-Korea po- 
licy. Pyongyang has also been annoyed 
by Chinese exhortations to learn from 
its: own economic reforms — which 
Pyongyang considers extreme —- and 
avoid’ military cooperation with Mos- 
cow, which would threaten China. 
China is most worried about the 
Soviet Union’s right to fly its aircraft 
over North Korea into the Yellow Sea 
and beyond to Vietnam and about a new 
defence treaty between North Korea 
and Mongolia. Peking’s all but open 
condemnation of the 1983 Rangoon 
bombing — in which North Korean 
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ative. 





Shultz: Olympic init 





agents killed a host of visiting top Seoul 
officials — was an added irritant to Pe- 
king-Pyongyang relations. 

But between the Rangoon incident 
and the recent Shultz initiative, the US 
had refused to comply with China's plea 
for closer Washington-Pyongyang ties, 
arguing that in maintaining “balance 
and reciprocity” of cross contact, Wash- 
ington-Pyongyang and. Tokyo-Pyong- 

























































































lespite snags, Toky 
had. already 
itatively than. 
obviating special nats mea- 
ures involving Pyongyang. .. 
Now that the US has acted, China is 
xpected to nudge. Pyongyang in the 
‘direction. ¿Having offered little 
conomic or military aid to Pyongyang 
recent years, Peking freely admits 
hat its leverage over North Korea is lim- 
ed. Eut. human contact remains, par- 
ula rly between older Chinese and 
n Korean leaders who fought a war 
Pyongyang has tried through- 
maintain a balance in protocol in 
ealing with Moscow and Peking, and 
China, for its part, has continued to play 
n active mediating role between Wash- 
ngton, and Pyongyang. 

Observers in Tokyo and Seoul be- 
eve, on. balance; that, Moscow is. seri- 
ous about its, domestic..reforms and 

reduce external pressure 
including in. Korea. They 
believe that Moscow i is under consi- 


































allies to participate in 
Olympics. Moscow will thus restrain 
nost observers suggest. 
















quino. goes along with 
anti-communist julars 


By James Clad in Manila 
gilante-style anti-communism has 


-spread quickly since the end of a 60- 
ay ceasefire between the government 










ebruary. The phenomenon shows 
some sign of blunting the. insurgency, 
but it also raises a worrying possibility 
hat. vigilante groups. eedless...of 
igher direction — could degenerate 
nto banditry, badly harming the gov- 
rnment’s image at home and abroad. 
The highly controversial: encourage- 
ment of vigilantes unquestionably has 












‘three senior Communist. Party, of the 
Philippines (CPP) cadres have surren- 
dered in the past four weeks, vigilante 
ressure may even be pushing some 








nd.the New People’s Army (NPA) on8 4 


brought results. In Mindanao, where + 





„Against Communism) is flourishing in 


yang by Soviet leader Mikhail Gor- 
bachov is on the agenda. 

The Soviets have recently supplied 
North Korea with new weapons and 
other military equipment, including 
MiG23s — of which 46 have been de- 
livered — and SA3 surface-to-air mis- 
siles. They have also promised support 
for a- soon-to-be-announced third 


| seven-year economic plan and, politi- 


cally, have given tacit endorsement to 
the choice of Kim H Sung’s son, Kim 
Jung H, as heir-apparent. 

In return, Pyongyang has granted 
overflight and emergency-landing rights 
to Soviet aircraft, use of naval facilities 
and has held at least one joint Moscow- 
Pyongyang naval operation. Politically, 
Pyongyang recognised the Soviet-in- 
stalled Afghan Government, despite 
initial reservations, and has, upgraded 
relations with Vietnam -— a “domina- 
tionist” power in Pyongyang’s parlance 
— to a level which had obtained before 
Hanoi’s invasion of Cambodia. Twice 
last year Pyongyang expressed full sup- 
port for Moscow’s Asia policy. 

Some observers, alarmed at the 
strengthened Moscow-Pyongyang. al- 
liance, fear that it will encourage the 
North to take drastic action to destroy 


first in 23 years. Kim went to Moscow 
again last October, and a.visit to Pyong- | 





y migh a t 
Korean blitz on the South or terror- 
ist pekon; a Japanese defence official 
sai 

Many disagree. Even those who. fear 
Moscow's own increased capability in 
Asia believe it is giving military aid to 
Pyongyang mainly to prevent it from 
failing behind the . South, -whichis 
quickly overtaking the North, and to 
keep the North Koreans in line. 








Asccrine Moscow’s position, some 
analysts argue that the Soviet 
Union has merely been responding to 
the emergence of the “Eastern Nato” 
(the: US, Japan and South Korea), 
which it views as a threat to the Soviet 
Far East, and to Moscow's exclusion 
from. various formulas proposed for 
talks on Korea. Moscow can do without 
permanent bases in North Korea ard 
from an ideological viewpoint, Pyor 
yang — which claims legitimacy over, 
the whole peninsula, citing the absence | 
of foreign troops in the North cannot 
affordto have them, 
Upholding the juche, or self-re- 
liance, ideal, North Koreans are fiercely 
independent- -minded. Despite lip ser- 
vice paid to Moscow’s Asia policy, 
which reflects. superpower strategy, 
Pyongyang has not withdrawn its propo- 
sal for .tripartite Korea. talks, which 
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emerged throughout the country since 
February, the trend remains most pro- 
nounced ‘in Mindanao,’ the -country's 
second largest island. Davao City’s Alsa 
Masa (Masses Arise) claims nearly 
10,000 anti-communist combatants. 
Fifty kilometres south, another group 
— called Nakasaka (a local acronym 
meaning United People for Peace} — 
marshals thousands more under the 
benevolent eye of Davao del Sur Gover- 
nor, Douglas Cagas. 

Further north, in the middle of the 
country, the Caca “(Citizens . Army 













Cebu City — as does the Sagrado Cora- 
zon Senor, commonly known as Tadtad 
(chop chop) ominously the sound of a 
cleaver chopping meat. Other. groups 
with militant or blood-curdling names 
have formed. in. northern Luzon’s 
Cagayan valley, on Negros island andin 
central Lüzomadswell 

nd has won. varying expres- 
rt from the government. 

azon Aquino: in early 
Apa described Nakasaka. as embody- . 
ing a brand of “people power” — posi- 

tive community action of the type that 

won-her-the presidency: last year: But 

















yang economic frictions developing. 
| Purchases of Soviet military hardware 


debt obligations to Moscow, which the 
Tatter will collect mercilessly, experts 
} argue. Strapped for cash, the North Ko- 
| -reans are sa be paying for importsin 
| vegetables, fruit and meat, and there 
| -are:reports of shortages of these items, 
as well as of oil. The Soviets (and the 
Chinese) have slowed shipments of oil 
o North Korea whenever Pyongyang 
hind payment schedules. 
sked whether Moscow would pres- 
ure Pyongyang to participate in the 
| Olympics or implement economic re- 
forms, a Soviet diplomat in Tokyo, cit- 
| ing: Lenin, said the best way for a 
| socialist: country to influence other 
states is through its own good example, 
= particular, via its. economic achieve- 



















- On another-aspect of cross contact, 
Ww. experts foresee major changes in 
_ Peking-Seoul and Moscow-Seoul rela- 
tions in the near future. Seoul officials 

are convinced that the setback suffered 
~ by formists in China will affect Pe- 
ul relations for some time. 








| expanding Peking-Seoul ties — such as 
in establishment of trade or liaison of- 








by a spate of directives, 
One initially ordered the prompt dis- 


banding of the Civilian Home Defence | t 


Force. (CHDF — an anti-insurgency 
militia created by Marcos). But several 
days later “clarifications” showed that 


the CHDF disbanding, formally re-: I 


quired by the newly ratified: constitu- 
tion, would not happen abruptly after 
all. Nor would groups such as Alsa Masa 


= w Nakasaka be affected. Overall, 


__-Aquino has appeared contradictory and 
“~ vacillating on the vigilante question =— 
to the consternation of liberal 
groups in Manila. 
~The Presidential Committee on 
- Human Rights (PCHR) recently asked 


her to put conditions on approval of vig- | 
ilante groups, such as only unarmed pat- | 
ithin: specific. localities. Aquino | 


trols” 
speaks -of “non-violence” and: “un- 
armed” action. age 
_ Local government: secretary Jaime 


Ferrer has fewer qualms. He has in- | 


< structed -other - governors to: emulate 
- Cagas:in supporting vigilantes. The 
military; with some muted exceptions, 
also applauds the support for vigilantes 
coming from’ Davao area Philippine 
Constabulary (PC) officers, notably 
Lieut-Col Franco Calida and Lieut-Col 
Jesus Magno. 

‘The apparent overnight growth of 
vigilantes is deceptive. True; the Alsa 
Masa now receives both a 2 180,000 
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oscow-Pyong- | 
















| will drastically increase Pyongyang’s - 





symbolic or substantive moves | 


Aquino's views have become muddied 


pressure | 


riti eoul are study- 
matic implications of the 
nic Koreans living in China, who had 
_ earlier visited South Korea, 
Moscow-Seoul relations, considered 
more advanced than Peking-Seoul ties 
_in the 1970s, lost momentum after the 
Soviets shot down a Korean Air Lines 
jumbo jet in 1983, killing all on board. 
Seoul is annoyed at Moscow's increas- 
ed support for the North, and some 
officials “here claim’ thatthe: Soviets 
‘have stepped.up spying activity in the 
South. However, sports diplomacy 
seems to have picked:up.again in the 
past year, = ho 
'. Observers in Tokyo say. the Soviets, 
in the longer term, should ‘be increas- 
ingly interested in South Korean: tech- 
nology for Siberian development.and in 
the substantial South Korean. market 
’ for Soviet exports. 
Experts. suspect. that whoever -be- 



















conciliatory towards Moscow than Pre- 
sident Reagan.and further:the process 
of detente, which in turn.will encourage 
more cross contact of the two Koreas. 
And while some fear that a Sir 




















danao Anti-Communist Movement, the 
Kampilan Battalion, the Kilusan Laban 
| sa Komunista (or KEK), the Guerrero 
of Jesus, and the Surit Surit Battalion 
(Surit is a type of home-made rifle). 
Sources say many of these are simply 
Marcos-era “private-armies” under a 
new guise. . meg 
“Elsewhere there are other familiar 








faces with new names. In ‘the Cagayan 
valley, local-political bosses. have reti- 
tled their armed retainers — the " Anti- 
NPA Guerilla Unit.” 





or the “Special 


charges of two: 


comes the next US leader will be more | 
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, Of relatively homo 
: vigilantes seem less 

loose the CPP’s grip. > > : 
- . The vigilantes’ mode of operation 
varies from place to place. Some reports 
say the Caca in Cebu works very closely 
with PC ‘intelligence, tracking down 
ftists and methodically killing them in 
he style of South American “death 
quads.” Elewhere, Nakasaka recruits 
_ prefer local weapons (such as the broad, 
flat-bladed bolo knife) rather than 

irearms. re 
Paramilitary groups received mourn- 
ul mention in the PCHR’s-first, report 
to Aquino. The six-member group 
began work last year in the first weeks of 
the new government (REVIEW, 10 Apr. 
) with authority to investigate and re- 
commend prosecution for a wide range 
of abuses. 


thin the sharp confines of military 
ostility the PCHR has worked 
y to document past and present 


uck limbo: after the new congress con- 
venes in mid-July, a new Commission 
on Human Rights will be appointed. 

In choosing to embrace the vigilante 
tactic the government faces not only 
_fiercer criticism from such groups as the 
~PCHR but also a problem of control. 
Lapses in supervision have already 
prompted discipline against Alsa Masa 
: members extorting money or collecting 





And inflammatory radio’ broadcasts 
in Davao by Alsa Masa supporter Jun. 
Porras Pala — who routinely threatens 
people on the air and broadcasts from 
-sand-bagged premises — leads some to 
-fear that the hooligan dimension is al- 
ady out of control. Similarly, the risk 
„abuses is ever-present.’ Tadtad mem- 
bers, for example, frequently behead 
their enemies. > l 
“The vigilante issue is polarising posi- 
An internal paper for a.14 April 
geti Bet ‘the human tights umbrella 
oup Philippine Alliance of Human 
hts Advocates (Pahra) and other 
s say the vigilanté cure will hurt 
han. the disease it is meant to 
vigilante supporters sa 
t works it must De used. 

- But another effect could be to esca- 
late violence. Although “abusive” 
policemen still figure prominently on 
communist punishment lists, anonym- 
ous urban commanders on 11: April is- 
sued “strong warnings” to- two new 
categories of “bad elements”: first, to 
“all those who mastermind, lead or or- 
ganise vigilante groups, death squads 

| and similar groupings.” And secondly, 
“all US military and civilian advisers -. . 
who engage in the planning, design, 








unding or implementation of counter- | -8 


programmes.” 


























































wet 
killings. It now works in a type of lame- | 


local businessmens’ debts “on the side.” | | 


By Nayan Chanda in Washington 


ome 200 survivors of Cambodia's 

P bloody Pol Pot regime, which ruled 
the country between 1975 and’ 1979, 
have appealed to the signatories of 
the Convention On the Prevention 
and Punishment of the Crime of 
Genocide to bring the Khmer Rouge 
_Tulers to justice for their alleged crimes. 

They have buttressed their appeal with 
a massive amount of documents pre- 
pared by the Cambodia Documentation 
Commission, a private New York- 
based group composed of international 
law experts, human-rights activists and 
scholars. 

Ata New York press conference, the 
Cambodians were joined by Nobel 
laureate Elie Wiesel, a survivor of Nazi 
concentration camps, and Armenian 
and Bahai representatives — all sur- 





hosts of governments pas 


Survivors of Pol Pot’s genocide seek international justice — 


PHOTOS: SPK 
maaan | 








Democratic Kampuchea has not-met its 
obligations under the convention by 
bringing to task those among its leader- 
ship: who are alleged to have been 
guilty of genocide, other convention sig- 
natories, under Article IX, can hold the 
government responsible for genocide 
and take it to the International Court of 
Justice. 

In their letter to’ US President 
Reagan, the Cambodians saidthey were 
heartened that in a speech endorsing US 
Senate ratification of the genocide con- 
vention Reagan recalled the death of 

` “millions” of Cambodians and pledged 
to use the convention “in anefforttog 
pand human freedom and fight hume 
rights abuse around the world.” ae 

Thelettersaid: ““Mr:president, we 
are asking you to do just that.” While | 
the US Congress completes the final 
steps to ratify the convention “we ask 

you to make plans and preparations for 
legal'and. diplomatic action against the 
“Khmer Rouge genocide,” the letter 
' continued. 

In their letter to President Corazon 
Aquino of the Philippines, the only sig- 
natory to the convention among Asean 
countries, the Cambodians said they ap- 
preciated “efforts by the Philippines, as 
part of Asean, to oppose foreign occu- 

ation and-restore self-determination 
or Cambodia.” They expressed their 
hope that under her leadership’ the 
Philippines can “help Cambodia resolve 
the extraordinary human-rights prob- 
lemistemming:from the Khmer Rouge 











vivors of genocide. Among the Cambo- 
dians were journalist Dith: Pran, whose 
life story was depicted in the film The 
Killing Fields, and Haing Ngor, who 
portrayed Pran in the film. The group 
released letters it has sent. to 60:coun- 


tion — adopted by the UN in. 1948 — 
urging them to take legal action against 
the Democratic Kampuchea leadership 
as required by Article IX. 
The Democratic Kampuchea gov- 
ernment, though a government in exile, 
is recognised by the UN.. One of. its. 
| three factions is the. Khmer. Rouge, 
which was responsible for killing 
hundreds of thousands of Cambodians 
before it was overthrown by invading 
Vietnamese forces.in December 1978 
and. replaced by. the Hanoi-backed 
Heng Samrin regime in January 1979... 
Ironically, Democratic Kampuchea, 
-as successor to previous Cambodian re» 















enocide convention, which was ac 
ceded to by Cambodia in 1950. Since 


tries which signed the genocide conven-'| 


gimes, remains a signatory to the 


genocide,” ens 
Although no immediate reaction to.. 
| the move was forthcoming from thi 
| main parties to the Cambodia conflict, | 
will:certainly be rejected by China and 
most:probably receive a cold reception 
it most Asean countries. However, 
analysts said the move could gain the 
support of many Western countries, 
bringing pressure to bear on China. 
One: of the principal sticking points 
in: reaching a political settlement in 
Cambodia. has. been ‘Hanoi’s demand 
that the “Pol Pot clique” would have to 
be dismantled prior to any political ar- 
rangement. Most. of the opposition to 
that precondition has come from China, 
which views abandoning..the Khmer 
Rouge leadership as a severe blow to its 
policy towards Cambodia. 
Many other countries have sided with 
China, fearing that if they abandon the 
Khmer Rouge, the most powerful faction 
in the Democratic Kampuchea coalition, 
vould lead to the coalition’s collapse 
and the de facto legitimisation of Viet- 
nam's ‘occupa: Cambodia: a | 
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holiday in Thailand. It is our 
Year of Tourism, when the great 
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In a Malaysian fertilizer plant, for 
Instance, a turbocompressor 
brought technical and economic 


optimization 





Borsig turbocompressor 


The exactcompliancewithcertaincon- materials are-employed so that the 

ditions such as pressure and tem- turbine blades are able to withstand 

perature is decisive for the efficiency the high-G centrifugal force: 

of chemical processes in fertilizer required by the compression process 

production. And no less decisive for And our modern NC machines di 

plant productivity and cost efficiency the rest, ensuring that all the mpre 

are the operational reliability and sor's components are manufactured 

service life offered by the mechanical to the ultimate in prev I 

key components. Just one example of our 
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‘© BOTH politically and economically, 
the statistical probability that the next 
British general election (Gn May?) could 
result in a coalition government of Mrs 
: Thatcher's Tories and the Alliance (of 
the Liberals and mostly former-Labour- 
- ites. now known as Social Democrats) is 
| good news. I'd like to see Maggie imple- 
| “ment. some of the reforms she hasn’t got 
around to yet but, if that choice is not on 
the cards, and as government by any of 
‘the. other parties is unthinkable. let's 










| in minimal government, 1 reckon post- 
| war Britainwas best run when a Lib/Lab 
alliance was briefly in power, unable to 
| do anything véry much. ; 
|: © One possibility does give më pause: 
that of Shirley: Williams being allowed 
; nywhere near the education 
sain -~ she having done more 
ish schools than anyone 
a VIII. One of ‘the, most 
“plain ms I’ve read recently, re- 
flecting the waste land she created, ap- 
peared.in arecent edition of the Spec- 






























| of promotional literature through ‘the 
-post recently ete him to join 
| the high-earning, intelligent readership 
of a London-based 





international 


belatedly into East Asia. Usually, on a 
dog-does-not-eat-dog basis, such pro- 
motional efforts mostly knock the com- 
| petition only by inference, concentrat- 
| mg on the job of claiming how marvel- 
| lous their. product is. But I thought 
: David Gordon, its managing director, 
‘Struck a rather bitchy note in his sales 
- pitch: “In-a-word insight: insight which 
; beams with a clear, objective overview 
of the world. Not the sort of view you 
nd in blinkered regional papers and 
magazines.” Hardly cricket, that one, | 
thought 






















, for anyone who has lived and 
in East Asia for any time, it is 
n view of the world which ap- 
blinkered.” Of course, London 
[ necessarily labour under the illu- 
) sion that what they write matters, and 
the magazine in question — which ran 
cover story after cover story on. the 
~ Falklands war, I remember — often suf- 
fers from that “Fog in the English Chan- 
nel; Continent cut off” peculiar type of 
British insularity. 
è I RECALL one TV ad the magazine 
ran not long ago claiming to have pro- 
vided its readers with its “insight which 
beams with a clear objective overview” 
(whatever that may mean) on such is- 
» sues as Neville Chamberlain’s return 
from Munich after appeasing Hitler, on 
he Vietnam War, on Watergate and on 











|. pray for.acoalition. As a strong believer 


h Alice Thomas Ellis re- 





magazine which is attempting to push 





the US space programme — issues which 
seemed to be rather unfortunately 
chosen. To the best of my memory, the 
magazine in question did not oppose ap- 
peasement, was ridiculously hawkish on 
Vietnam, did no more than ride the 
coat-tails of the US press on Watergate 
and reckoned that Britain should stump 
up millions of pounds in order to buy a 
share inthe NASA programme. 

It might. as well have pointed to its 
editorial record on the oil crisis of 1974. 
It was determinedly optimistic, arguing 
that the soaring cost of oil would stimu- 
late production resulting in a global glut. 
Weil, it happened in the end, but it took 
a decade or so, and another oil crisis. 

è THE. magazine is promoting itself 
not only by mail and on TV but with ad- 
vertisements in the newspapers. Some 
of these curiously feature extracts from 
its in-house style book. Most of these 
are full of plain, common-sense advice 
on how to write clear, concise prose. 
Some of the examples are puzzling, 
however: “Keys may be major or 
minor, but not low” (pedantically cor- 
rect, but surely validated by usage?). 
Use the word “rain” instead of “shower 
activity” (who on earth writes “shower 
activity?” P’ve only heard the words spo- 
ken — together with “precipitation” — 
by US TY weathermen). Write “wild 
areas,” not “wilderness areas” (again, 
hardly a phrase which needs singling out 
for disapproval. Avoid such jargon as 
“interface,” use “frontier” instead. This 
seems to be simply wrong-headed: the 
word froritier may indicate where two 


entities meet, but it implies. separation. 


rather than a working-together. How 
can there be frontier between two com- 
puter systems? 

© A STORY is told of Peter Jay (ex- 
Times, ex-Economist, ex-ambassador, 
now TV personality) who indulged a 
penchant for convoluted economic 
commentaries. One day a sub-editor 
took Jay’s latest effusion back to him, 
saying: “I'm sorry, but I just don’t 
understand this piece.” Loftily, Jay re- 
plied: “That article, was written. to be 
understood by: two. people. I am one, 
and you are not the other.” 

I was, therefore, glad to see that the 
style book in question adjured its con- 
tributors: “Do not be stuffy or pompous 
...- Do not be hectoring or arrogant . . . 
Do not be too pleased with yourself. 
Don’t boast of your own cleverness.” 

è OH, to hell with it: you must have 
guessed I am on about the London 
Economist. It is a magazine which could 
almost take out a world patent on its 
know-it-all editorial style, which tends 
towards pontification on the lines of, 
“Had the Chancellor of the Exchequer 
taken our advice.a year ago, Britain 
wouldn’t be in the mess it.is today.” No 
nonsense about facts being sacred and 
comment being free —and keep the two 
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technique when the writer is good-and 
knows his stuff. It’s not so impressive in 
the hands of certain correspondents re 
porting on countries that the r 
knows as well -— or better — then t 
do. Oram I being blinkered? 

@ ENOUGH, I am in danger of o 
reacting to a piece of promoti 
prose, and the Economist, by any stand. 
ards, is a first-class read —- on 
and the US anyway. Lam also in 
of writing too much on Fleet Str 
was recalling my old Reuter night edi 
last week). That memory. was al 
triggered by watching a TV video of 
old Granada programme on Fleet’ 
narrated by a top Australian journa 
whose name. sometimes features ino 
columns, Murray Sayle. 
He told the story of an Austral 
tabloid going to press on a slow n 
night, with no strong story for the front 
page. Someone came in with an agency 
item, datelined Moscow, reporting the 
Soviet scientists had discovered a 

cure for leprosy. “That'll do,” said 
night editor, telling his chief repo 

add the necessary local colour.“Th 
porter went outand hunted th 
the reference books, includ 
phone directories, but could dise 
orgarisation which had anythin 
with leprosy. He telephoned hospita 
and clinics, and drew blanks there too. 

He went back to the night e 
“Pm having ethical problems with 
leprosy story,” he said. “OK,” said 
editor, “no need to use names; just 
tials will do.” 

The reporter went out with 
minutes. to deadline and 
streamed the copy from his typewriter, 
The lead read: “A new hope has entered 
our lives, a leading Sydney leper said 
today on hearing the news from Mose: 
cow..." and soon, 

The next day the newspaper was 
luged with telephone calls. There had 
been a single case of leprosy in Ne 
South Wales for over 100 years. Soowh 
was this “leading Sydney leper” who 
had been so relieved by the news Trom 
Moscow? 4 
® BUT back:to Thatcherite Britain: th 
economy shows some s ae 
but the outlook is still pretty dism 
Mrs Valerie Carroll: photographed a. 
noticeboard outside an establishmentol.- 
the Welfare State in St Albans which | 
struck, she thought, an appropriate Dick- 
ensian note: 



































































































separate. It’s an enormously impressive 






\ taxing defeat 











By Charles Smith in Tokyo 


éspite hardline statements by its top 
Af icaders, Japan’s ruling Liberal 
Democratic Party (LDP) may have to 
shelve its controversial pian to introduce 
a major new indirect tax following the 
party's disastrous showing in nationwide 
cal elections on 12. April. However, 
freezing the sales-tax: proposal could 
create more problems than it solves. 
©: The four major opposition parties, 
fresh from their election triumph, ap- 
pear unlikely to accept anything short of 
total cancellation of the sales tax as the 
` price for cooperating with the govern- 
ment in parliament, where debate on 
the 1987 budget has been held up by op- 
position delaying tactics. To drop the 
tax altogether would create a poten- 
_ tially disastrous gap between the gov- 
etnment's income and expenditure 
cause’ Prime © Minister Yasuhiro 
akasone is already committed to a 

















































st of the party's candidates either de- 


FGHANISTAN. 


; Ahmed Rashid in Islamabad 

Mhe conflict between Muslim insur- 
gents.and the Kabul regime has esca- 
lated to anew phase. In recent weeks 
the guerillas have stepped up their at- 
tacks against government forces, who in 
rn have intensified their bombings 
ilong the Afghan-Pakistan border. 
Nevertheless, the parties to the conflict 
have begun formulating their positions 
for a future interim government in Af- 
ghanistan, in anticipation of the next 
ound of Geneva peace talks in the com- 

ng months. 
In the last week of March, in the 
most intensive bombing. Afghan jets 
have ever carried out on Pakistani soil, 
180 people ‘were killed and some 230 
wounded. Officials said 85 of the dead 
were Afghan refugees, while others 
were Pakistani Pathan tribesmen living 
the border region. a ae 
“> Most. of the targets were known: Af- 
ghan guerilla staging posts. and arms 
dumps, but bombs also- illage 
bazaars and arefugee‘camp. The bomb- 


























ng was apparently intended to pressure 


i\e LDP may drop its sales levy after poor election results 








clined to discuss the tax or came out 
openly against it — in defiance of in- 
structions from party headquarters. 

The opposition parties did their best 
to turn the election into a referendum 
on the issue. The LDP’s failure to win 
back the two key governorships of Hok- 
kaido and Fukuoka — both lost to “re- 
formist” ‘candidates in the previous, 
1983 election —- was ascribed to the 
sales tax by both government and oppo- 
sition spokesmen after the event. 

Dislike of the sales tax, combined 
with a half-hearted LDP campaign in 
which the central government leader- 
ship. played little or no part, seem to 
have been equally to blame for the 
LDP’s worst ever showing in local as- 
sembly polls. The party won 1,382 seats 
in the 44 assemblies, more than 100 less 
than in the 1983 election and marginally 
fewer than the previous record low in 
1975. The four major opposition parties 
all scored significant pn with the 
Japan Socialist Party (JSP) gaining 443 
seats, 71 more than in the previous elec- 
tion, and the communists raising their 
score by 33 to a total of 118 seats. 


ght while you talk 


Bombings go on as negotiations reach a new phase 


Pakistan to come to an early settlement 
at the UN-sponsered Geneva talks with 
the Kabul regime, 

Officials said that there have been 
323 air violations over Pakistani terri- 
tory by Afghan jets in the first three 
months of 1987, compared to 251 for the 
whole of 1985 and 757 for 1986. In a be- 
lated reaction the Pakistan Air Force 
shot down an Afghan jet on 30 March. 
` Fighting has also intensified inside 
Afghanistan. The CIA’s covert funding 
of the Afghan guerillas has reportedly 
risen from US$470 million in 1986 to 
US$600 million for the current year. 
The CIA is also known to be sending 
600 Stinger anti-aircraft missiles to the 
guerillas. 

Non-Western diplomats in Is- 
lamabad told the Review that the 
Soviets had warned Pakistan in De- 
cember that if Islamabad allowed the 
US to send in more Stingers, Kabul 
would retaliate. The diplomats said that 
Pakistan knew the risks it was tak- 
ing and even hot pursuit on the ground 


fought against the background of mas- 
sivé layoffs in the steel industry of 
northern Kyushu and in the Hokkaido 
shipbuilding industry, both of which 
have led to regional pockets of unemploy- 
mentfarabove the national average of 3%. 



















































by Kabul’s forces was not ruled out. 
-By diplomatic and guerilla accounts 
the Stingers have been highly effective 
against the Soviet-supplied aircraft. In- 
stead of the usual spring lull, when 
uerillas wait for the snow to melt be- 
ore launching their summer campaign, 
this yearground fighting has reached a 
néw intensity inside the country with re- 
ports of guerilla attacks and ambushes 
coming from all Afghan provinces... 
However, diplomatic activity to find 

a solution to the Afghan problem has 
picked up momentum despite the esca- 
lation in fighting. The Febuary round of 
the Geneva talks narrowed the time-gap 
between the Pakistani demand and the 
Soviet offer for the withdrawal of Soviet 
troops. Earlier, Islamabad had wanted 
the Soviets to withdraw within four 
months of an agreement, but has since 
agreed on seven months. The Soviets on 
their. part have eased their previous pro- 
posal of four years to 18 months. More 
important, the issue of the political set- 


ba in Kabul after the Soviet pull-out was 
also discussed. ` 
i: a December peace initiative, Mos- 
cow raised the possibility of a coalition 
government, with guerilla groups and 
other leading Afghan exiles sharing 
power with the ruling People’s Demo- 
DP). Although. Pakis- 
ial stance is that the nature of 




























— the K n, the Japan Chai 
of Commerce and Industry, the Ke were t 
Doyukai and the “Nikkeiren — also 
strengthened Jast December when a | seem agreed on the need to stimulate 
draft version of the government’s new | the economy, though ‘quarrelling 
long-term national development plan, | among themselves on the precise means 
which emphasises the development of | by which this should be done. 
Tokyo, was leaked in the national press. However, agreement that something 
The decision to give priority to Tokyo is | is wrong and that action is urgently 
said to have been Nakasone’s own and | needed does not necessarily imply a 
to have been made against the better | prompt solution. A major obstacle to 
Fe nt of National Land Agency of- | the adoption of a rapid — and elector- 
;, who have long been concerned at | ally popular — demand-stimulating po- 
ional depopulation. licy’is the government’s long: standing 
With a second, though less impor- | commitment. to “fiscal stability.” In 
ant, round of regional elections to fol- | specific terms, this boils down to a 
low in late April, the government still | pledge by Nakasone to eliminate depen- 
as a chance to recoup some of the | dence on issuing “deficit-covering” 
‘losses it suffered during the 12 April | bonds as a means of balancing the na- 
poll. However, the main effect of the | tional budget by 1990. 
LDP setback could be to set off:an ‘Tax-revenue shortfalls, which in turn 
agonising debate inside the party and | reflect extremely low gross national. pro- 
between the LDP. and its backersinthe | duct growth rates, mean that the Finance 
business. world -= on the government's | Ministry may not be able to meet the 1990 
- onomic policy. © = target, even if it sticks toits recent “nega- 
i RTTAT ta tive guidelines” on expenditure by the 
before the results were in, | main central-government ministries. But 
senior LDP leaders including no | the increasing unreality of the 1990 target 
jess a figure than LDP vice-president | may not mean that Nakasone can grace- 
Susumu Nikaido had begun to distance | fully disengage himself from a “per- 
themselves from Nakasone with more | sonal commitment,” which dates back 
or less open criticisms of the govern- | to the start of his premiership. If the 
ment'’s failure to boost economic growth | 1990 target cannot be ee without a 
- and to deal more effectively with the | change of leadership, Nakasone may 
sequences of the rising value of the | have to go — presumably making way 
ese yen against the US dollar. | for one of the three “new leaders” who 
four main business federations | are waiting in the wings to succeed him. 



















foreign minister $ 
night after the regional e 
were in. However, the 
leadership may choose to ho 
on the succession issue at least. 
after Nakasone’s 29 April visit to W 
ington. : 
If Nakasone d 
the Washington v 
touted Ron- Yasu re 
himself and US Pre 
be used to resol 
have defeated lesse) 
able to recoup his 
perhaps hanging | 
October: when h 
pires. k E 

If the Washington meeting f 
produce satisfactory results, debate o 
leadership change could well move int 
high gear with the business world pitc 
ing in to demand: Nakasone’s resign: 
tion some time in mid-year. So far, to 
business leaders have preferred ‘not 
get involved in the LDP's faction: 
squabbles, but a well-known econon 
working for a major think tank t 
gave a hint of the business esta’ 
ment’s:thinking.. Asked by a foreign 
journalist whether he did not think the 
time had come fora change of leader- 
ship, he answered: “I did not say so, bu 


















































































































the government must be decided by the | ww.. “mmr gow Pao gg Hikmetyar wants the Soviets to 
Afghan people, a Geneva settlement is ie negotiate their withd) th 
unlikely without Islamabad and Wash- | < - , n-party alliance 

ington approving the composition of a 1 i 

future Kabul regime. = 





uo The REVIEW has learned that since 
“February Pakistani diplomats have been. | 
in'‘close touch with the former Afghan | 
-king Zahir Shah, presently in exile in 
‘Rome. Pakistan would favour a govern- |] 
ment headed by’Zahir Shah, who could. 
tact as a bridge between the PDP and the 
tbat guerillas. 
+ Diplomats in Islamabad said that 
Moscow. and Washington are also in 





While Hikmetyar’s demands mugt 
be unacceptable to Moscow, Pakistani 
diplomats maintain that the Soviets 
would at least have'to remove the Pi 
monopoly on power and replace: 
leader Najibullah, so thata government 
acceptable to the majority of th 
refugees could be formed. On 













touch with’ Zahir Shah and the US j} would the refugees be willing to 

would not be averse to the former king J| from Pakistan and Tran. 

heading the government, provided the Having propped up the PDP since 
PDP relinquished its monopoly on the late 1970s, it would be a hard deci- 





power. Zahir Shah said in an ‘interview sion for the Soviets to withdraw Or 
; in Rome that hé wanted to help his peo- | dilute their support. Moscow is : 
ple in any way possible and was no known to be averse to floating in public | 


longer averse to heading the govérn- jA ghan refugees: support or exiled king. soccer’ | the idea of a possible return of Zahir. 



























ment if there was a comprehensive poli- Shah to Kabul. 

tical settlement. because of intense pressure from the | Even if the Soviets were persuaded | 
He has considerable support among | four fundamentalist groups, which are | to concede the ex-monarch some rol 

the 4 million Afghan refugees in Iran | much better armed. a future Kabul regime, it would take 


and Pakistan. However, the Peshawar- Gulbudin Hikmetyar, leader of the | least six months after that to convine - 
based seven-party alliance of Afghan | Hizb-e-Islami, one of the strongest fun- | the disparate band of Afghan gueril! 
refugees, called the Islamic Unity of Af- | damentalist groups, categorically op- | of the sincerity of Moscow’s stand, 
if 
| 
l 


ghan Mujahideen, is divided on the | posed the inclusion of the ex-king: “The | lomatic analysts said. In turn, this coul 
issue. The three moderate parties inthe | Zahir Shah clique, the corrupt courtand | delay the withdrawal of Soviet troops 
alliance, headed by traditional leaders, | clergy are finished forever; they precipi- | as it would be unthinkable for th 
are privately keen on the idea but in | tated the present calamity and they have | Soviets to pull out without achiewin 


public they have rejected Zahir Shah | been rejected by the Afghan people.” | comprehensive settlement. 

























































king: Kim Il 


By Aidan Foster-Carter 
Agborth. Korea’s foreign trade maga- 
ine recently introduced an article 
with this headline: “If you. come. to 
Pyongyang in April, you can see the per- 
formances of world-famous artistes.” 
Written by the tourist bureau, its sub- 
ject was the “April Spring Friendshi 
Art Festival,” which has been held.eac 
year in Pyongyang since. 1982, and this 
year occurring “on the threshold of the 
irthday of the great-leader Comrade 
Kim I Sung.” 
«Considering the 70-odd_art troupes 
who will attend, the description “world 
famous”. may. be a little optimistic. 
fhe Ethiopian: revolutionary ‘police 
dance troupe. have yete to take . 
oadway by storm; ditto the / 
soprano from Mali, the. “Army 
Song” quartet of Bulgaria, or 
even: “the Mongolian acro- 
bat."" Last year’s contingent 
included a full, symphony: 


















hestra from ¢ : 
entire male voice choi 
logne; each over. 
‘Heavily televised, f 
ie spring festival con- 
itutes a change of fare \ 
North Korean view- S 
ers- almost. Danish and — 
Igerian folk troupes both san; 
the Song of General. Kim J] Sung while 
; tian., vice-ministe i 
pera, Yoossef El Sissi, conduct- 
|a Korean chorus-in:We will always 
ve with the Leadei 
emphasised, serv 












‘to. illustrate 
















of not only national but global venera- 
tion. f 
< And then there is the 15 April birth- 
day itself. Itis a public holiday in North 
Korea (as is 16 February, the birthday 
Kim I Sung’s son.and heir, the “Dear 
der” Kim Jong Il). The two months 
een are designated a: “Loyalty 
ival,” marked. by sporting events 
nd all:manner of celebrations in which 
the frenzy of public adulation. reaches 
ever more bizarre heights (REVIEW, 9 
_ Apr.). Workers have been. urged to ful- 
_ fil their. first-quarter production targets 
by. 16. February, and their half-year 
guotas by 15 April.” ime 
This year is especially important, for 
m turns..75,.Born..on the. day. the 
itanic sank, the boy who was. named 
Kim Song Ju in a village just outside 
Pyongyang — a village now erased, ex- - 
sept for his house — has become, as 
Kim Il-Sung, probably the most famous 



































North Korea’s would- 
Sung 





All of. which, f 





ow the Great Leader is an object/ 





(or notorious) Korean of all time. He is 
also, since the demise of Albania’s 
Enver Hoxha, the undisputed doyen 
of world leaders, having spént more 
than half his life — formally since 
1948. in practice since 1945 — as head of 
state. 

These: days, as well he might, ‘he is 
slowing down a bit. He still gives. “on- 



























| How did the youthful minor partisan, 





n, perhaps, the public image — 
> badge on 20 million. breasts, the 
statue in. every town, the name end- 
lessly .incanted in every newspaper 
and. broadcast — is also a fetter of 
sorts, 
For one thing, it makes him boring; - 
which surely he is not. There is small 
hope: that he will ever do as Hoxha did : 
and publish revealing memoirs. Still less 
is he likely to spill the beans to a foreign- 
er, as Jiang Qing, the actress-turned- 
Gang of Four ringleader who was mar- 
ried to’ Mao Zedong, did to Roxanne 
Witke. For instance, it. would: bein- 
teresting to hear whether he was influ- 
enced by Christianity in his Manchurian 
youth? 
- Above all, what did he do in the 
Soviet Union between 1941 and. 1945? 





















beaten to retreat into Siberia by the} 
panese, manage to persuade the Ru.” 
sians that he was their man? And how,...| . 
subsequently, did he avoid becoming | 
the compliant satellite which the Soviet 
Union surely thought it had? The man is 
never likely to tell us. 

Despite everything, there is achieve- 
ment: in hisown eyes, in anybody's. Or 
atleast, there was. By any standard, 

=, North. Korea's early reconstruc- . 

\ tion and growth. were spectacu-_ 

lar, outstripping South Korea’s - 
\ until well into the 1960s. Pyong- 

\ yang, rebuilt virtually from 
\ scratch after 1953, is far from 
an. unattractive ‘city. Every- 
| body eats, more or less; every- 
body goes to school, for 11 
years; there are, it seems, 
no slums. And politically, 
|. North Korea is still nobody's 
4 poodl ither Moscow's 
l: nor Pi That too must 
/ count. for something. No 
other communist state in 
Asia has managed it. 
But Kim had grander 

























Kim: warding off mortality. 


the-spot guidance,” but he looks more 
vand more like a haraboji (grandfather), 


being shown around, than the monarch 
‘of all. he surveys. © 

On the great. day. itself, the Great 
Leader-will doubtless put in an appear- 
ance: smiling and. waving from the 


‘podium to the ecstatic crowds gather- 


edin Kim Il Sung Square. And when it is 
all over he will go home to his:secret 
abode. ; ; 


Fe all North Koreans save one, the 
juche idea (Kim's contribution to 


Marxism-Leninism) has arguably been: | 


mistranslated: not so much “having the. 
attitude of a master,” but having theat- 
titude of having a master. Only one 


















dreams than this. And here he ||. 
must be disappointed. He has. |. 
failed to reunify Korea. His calculated 
gamble, in June 1950, provoked such a 
devastating punishment that it is a won- 
der in some ways that North Korea sur- 
vived at all. 
Even more to his chagrin, for the 
past two-decades Kim has had to watch 


















North Korean can fully afford the unfet- | vh 
-tered luxury of being a master. Yeteven | 






= He-will die. And then not only he, 
“but North Korea as he has tried to fash- 
ion it, will surely turn to dust. You can- 
not, in the final analysis, run a modern 
society in this way. The vision of all 
hearts “beating as one, yuilsasang 


(ideological monochromaticity), is ulti- 


mately a mirage, an evocation of lost 
“community.. Thereafter, things really 
need to be different. 


a whole society. No one 
thing, from top to bot- 


f course; have been 


ittle like this. But Stalin 
te role-model) gave way 
and’ Mao to Deng 


n oi. For all too obvi- 
Kim dares not grasp the 
forms. And if he does 
one else who would risk 
hile the Great Leader 


ng once presumably been a 


cist, Kim might know Marx’ 

aphorism about history repeating it 

- the first time as tragedy, the second time 
Korea today is of course 


gh. Then, the taewongun 
nt) stubbornly pursued a policy of 


ate finances, while compul- 
r provoked the people’s dis- 


“ponder that, deeply. It 

i hat he will; he must be 

and set in his ways. In theory, he 

s time to go down in’history asa 

“great leader: internally, by pro- 
“moting serious economic reforms, and 
“externally, by opening up. He could 
| give the nod for serious dialogue and 
_ detente. between: the two Koreas. In 
this context, the unprecedented upcom- 
| ing: meeting between the prime minis- 
ters may.-be’a hopeful sign. Or it may 


not; for there were talks in 1984-85, but. 


Pyongyang broke them off a year ago: It 
seems unlikely that the Great Leader 
will now in his dotage take the. risks: 
-which alone would ensure lasting great- 
PRESS: 








The raw or cooked 
versions of being Chines 


By Linda Jaivin 


piven difficult to say whether it’s the | able at your loc 


Chinese style of totalitarianism which 
has shaped the Chinese character or vice 
versa. > 
= Sun Longji, The ‘deep structure’ of 
Chinese culture 

-As the cold winds of yet another 
ideological campaign sweep over 
China’s chilblained intellectual life, 
they take their usual toll on the coun- 
try’s. publishing industry: projects 
shelved by their editors, books.taken off 
the shelves of stores: During the period 
of- relative relaxation last year, the 
Huacheng Publishing House of Canton 
managed to produce a limited-circula- 
tion edition of George Orwell's 7984 in 
Chinese. This year, they had an- y 
nounced, they would: ber S 
printing two controversial. 
Chinese-language books 
which have already had 
a profound. impact. on © 
the thinking of Chinese 
intellectuals outside’ 

China. Unfortunately 
both apparently have 
fallen. victim to the ‘ 
latest campaign. 

One was The ugly 
Chinaman, a collection of 
essays by Taiwan writer Bo 
Yang. The provocative 
title-essay had already 
been. reprinted more 
than 10 times last. 
year (including an, 
abridged version in } 
the national China’ $ 
Youth magazine). In | 
it, Bo: calls Confu- 
cius China’s “only 
great thinker.” In the RWW 





Xinhua bookstip 
The other book to get the axe, 74 

‘deep structure’ 0, piese vulture Dy 

Hongkong-born r Son Long 

(Lung-kee Sun), was alre: nli 

a small but influc 

intellectuals, ëv 

rely on-copies t 

and passed f 
According. 


the movement wh 
tem which ‘pro 


| healthy tendencies 
; frome oo The 


ette 





two-and-a-half mil- 
lennia since the sage’s s 
death, he says, “the minds of the 


literati have been stuck on the bot- 


tom ofan intellectually stagnant pond, 
the soysauce vat of Chinese cul- 


. ture.” 


Lin Ruo, party secretary of 
Guangdong province, Was not impress- 
ed. Lin is reported to have lashed out: 
“Are Chinese people supposed to be 
ugly? Well.1, for one, am not!” The 
bold, Canton-based periodical. Nan- 
fengchuang responded by observing in 
an.article that: “Those who don’t know 
their own ugliness are truly the ugliest of 
all;-only people with some sense. of 


shame havea chance of salvation.” The 


magazine, reportedly, has since been 
severely criticised. and. needless to 
say, The ugly Chinaman is not avail- 





- editors af 
dyopub 

terary anthology Seeds of fire 
cludes excerpts of Deep 5 
as The ugly Chinaman; 
writing his book proved a “person 
catharsis.” Born. in Hongkong, San 
went touniversity in Taiwan, and isnow. | 
an assistant professor at Memph g 
University inthe US. He gathere 
dotal material for Deep structure 
on a research trip to China from T 
81. Yet Sun stresses that the ` 
structure of Chinese culture” a) 
equally to Taiwan and “is no less 
nounced” in Hongkong and O 
Chinese communities. 

Section headings in the book mchide 
“A sexless culture,” “The compression 
the thin 


itarianism.” Among 








structure. Although not without merit, 
ethese attributes have created. a society 
which prefers scheming to confronta- 
tion, in which bureaucracy is a way of 
life, all manner of abuses tolerated and 
any reform hopelessly difficult. 

Sun contrasts the archetypal West- 
ern myth of Oedipus, with all its impli- 
cations of patricide and guilt, with what 
he terms the filicidal culture of the 
Chinese. “The Chinese way of dealing 
with the generation gap,” writes Sun, 
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ples from per- 
sonal experience, , literature and 
news events, as well. as comparisons 
with European, American and Latin 
American cultures. o 
must be said that Deep structure 
ffers. from. loose organisation and 
mic repetitiveness; its origin as a 
ries of newspaper articles is still some- 
hat obvious. Sun’s style, too,.is in 
laces. reminiscent of an. American 
cology textbook. 
o Sun's notion of “deep structure” re- Į: would perhaps not be out of ‘place 
fers to the “unchanging aspects” of a | Eto seek in the anti-Oedipal nature of 
culture, what the writer Lu Xun ironi- 
lly called the national essence. Dis- 
puting the Marxist notion ‘of historical 
progress, Sun argues that- each up- 
heaval, each time of “change and. 
chaos” in Chinese history, including the 
Cultural Revolution (1966-76), has only 
served to reinforce what he calls the 
‘super-stability” of the deep structure.: 
Ithough many of its concrete expres- 
ns may be. identified with Con- 
fucianism, Sun contends that Con- 
cianism itself is an expression of the 















the younger generation to the older.” 







recent political upheavals in Peking as 
well. The grand patriarch; Deng Xiao- 
ping, negated his own articulated princi- 
ples of orderly succession when. he 
dumped Hu Yaobang from his post as 
general secretary of the party. earlier 
this year. Examining the charges against 
the younger leader in the light of the 
“deep structure” — carrying out inspec- 
tion tours to the provinces without per- 
mission, and so on:-— it becomes appa- 
rent that Hu basically was guilty of “un- 
filial,” adult self-assertion in the politi- 
cal sphere. 

Hu also has a relatively colourful, 



















deep structure. : 
_A predilection for ‘social harmony 
id loathing of open conflict, a hierar- 








“is to demand the complete surrender of 


Chinese society some answers for the 








gra patriarch. jiii | 








unpredictable personality and generall: 

speaking, Sun observes, “the Chinesi 
people do not admire a: person who-has 
character . < ..To put it another way, 
they. like people who are. ‘the same.as 
everyone else’.” The sublime aspect of 
the Chinese cult. of conformity is 
exemplified by the Confucian notion of 
“The Great’ Harmony.” The ridiculous 
is manifest in the comment of one of 
Sun's mainland friends, who seeing Sun: 
switch on his electric fan one unseason- 
















































FICTION 


‘en and the art of drivel 
Kenzo: aT okyo story y Ross Davy. $ Penguin Books, Australia. A$5.95 (US$4.27). 


ere is a disclaimer at the front of 
Ross Davy’s Kenzo advising us that 
character ‘Linda’ is not intended 
a demonstration of ideas about 
vomen.in-relation to spirit.” For this we 
e, of course, grateful. As the novel 
ogresses Linda, from Sydney, is vari- 
isly revealed as.“a very late 20th-cen- 
|,” the sort who misses appoint- 
“from probably having stopped 
o chat to a yakitori-seller,”. and who 
‘off and on:toys with the idea of: maybe 
one day becoming a Zen nun.” 
Obviously, Davy. has. off and on 
loyed with the idea of maybe one day 





reasonably clear that we are in the “anti- 
death generation city.” 

For one thing, Zen figures huge. 
Linda and her compatriot Harriet are 
both studying Zen and often go.to, mid- 
night meditation sessions in Meguro. 
The eponymous Kenzo is a trainee 
priest who explains bits and pieces of 
Buddhist lore to them, “his head pro- 
grammed for Zen but playing video 
neon games.” Another friend, Tatsuo, 
helps them out with the historical angle: 
“In Japanese history male homosexual- 
ity was never so very incompatible with 
Zen or even with samurai.” And there 
are ominous references to “the sym- 
bolism of death and fleeting youth.” 

So this is definitely not. Walt- 












: placed little earth tremors start - running. 


: sway. As the book proceeds, the tre- 
mors grow stronger, and we suspect that 


hamstow, especially when cryptically: |. 


up the legs of tables.and causing the |; 
chandeliers of rococo coffee shops to 








a large one will supply the climax, espe- 
cially after Davy has cunningly inserted 
this speech into Harriet’s mouth as she 
and Linda sip coffee on the observation 
floor of the Sumitomo Building: 

“Can you imagine if we had an earth- 
quake now? Up here — the elevators 
stopping and everything’. .... These new, 
buildings are supposed to be earth- 
quake-resistant.” From that moment, 
we know for sure that not only Harriet 
but the Sumitomo Building too, and 
possibly Walthamstow, are doomed. 

Tremors of another kind occupy a 
greater number of pages, however: 
“Now Kenzo is coming close enough to 
make out the line of Tatsuo’s penis 
under the denim:” Alas, there are voy- 
eurs in the offing: “Freud and Jung were 
also shocked by how Kenzo’s full erec- 
tion frightened all sympathy away.” 

And: judging by. what happens: to 
Davy’s prose at moments of uncommon 
excitement, it would not be surprising to 
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warm day: in early spring, 
-c claimed: “Ai ya! What are you doing. | 
| with your fan on? No one else has 
started to use theirs yet!” 

“If people want to fit in,” writes Sun, 
“they must travel the path set down by 
society.” The ethical preoccupations of 
«Chinese from the time of Confucius are 
well known. Indeed, Sun fears, they 
“may-even “give people the impression 
» that the Chinese are an extremely moral 

race.” Yet, as he points out, “a person’s 
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et again and life more and more every 
oy multiplying to slake your unending 
appetites going crazy bull horns ina wall.” 
_ That is a fair sample.of Davy’s writ- 
“ing atits most engaged. Here is another: 
“Bearding out from bare peaks rainy: 
¿mist rows and rows of fir trees stacked 
among’ mountain sides distant carpet 
| pile of fir trees oblong patches dull beige 
underfelt shorn showing . . . The vista 
Pasked for God for Linda to have an un- 
“complicated. awareness of it that there 
had to:be.a God init as‘natural as the 
` vista itself pantheistically.” 





| nd even when a sentence begins as 
F though it were going to let youunder- 
stand it; it-ends up baffling even itself: 
“Linda; quickly buttoning up her jac- 

_ ket, was flicked: in the brain by the 
thought before she could- -even avoid it 

< —'Andso. how could it-— she thought, if 
it anly would've been me giving me 
something?” 

Those, then, are narrative passages. 
When the Japanese characters open 
their mouths to speak, they tend to 
speak like this: “A dream, in its 

` paradoxical way, though contingent for 
' existence upon everything but itself, is 
totally self-sufficient.” 

Apart from its prose, the most un- 
> pleasant aspect of Davy’s book is one 
` common to an unfortunately large body 
_ of work by homosexual writers who 














| hypnotic fascination, it is, | am afraid, 


moral character ought to. be judged on 
the basis of decisions they have made 
for themselves . . . if they do not take 
any personal responsibility for their ac- 
tions, then there can be no question of 
‘morality’ or ‘immorality,’ rather, there 
is only ‘amorality’.” j 

The word most commonly used in 
describing a person’s moral character is 
pin, The character for pin is composed 
of three of the small square symbols 
which mean mouth. “A Chinese per- 












others.” Mouths th 
that pronounce judgment, mouths (ial 
eat. In Lu Xun’s Dairy of e madman, 
the narrator preceives: the, whole 1 
Chinese society as cannibals 
deed, Chinese call stranger 
ple and friends “cooked.” You typic 
turn a raw acquaintance into a cook 
friend by inviting him to a meal, The: 
sayist Lin Yutang once quipped tha 
would “never trusta Chineses 

case of liver trouble” because 

liver would most probably be“ 

a frying pan.” 

Not surprisingly, the concepto 
fixation and preoccupation with f 
another central theme in Sur's ana 
of the Chinese. character, politica 
well as social. Laozi compared gov 
ing a large state to cooking asmall 1 
Mao struggled to impress on his ¢ 
patriots that “a revolution is nota di 
ner party.” The standard reaction of the — 
common people to any change in gow- 
ernment, meanwhile, has hist tie 
been. one of indifference so long as. 
does not upset their “rice bow!.” 

If Sun’s. observations are ‘food 
thought, however, the majori 
Chinese intellectuals may now have 
wait some time before getting a- 
As usual, when self-criticiam 16 the 
flavour of the day, any attempt at 
self-understanding is off the menu, 
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“discover” Japan: a sort of inverted. ra- 
cism wherein. everything Japanese is 
fine and delicate, and everything West- 
ern (even Harriet, with her. “galleon- 
hull of a bottom”) is disagreeably crude. 
This is, naturally, true of the young 
men. Tatsuo and Kenzo are beautiful, | 
their bottoms firm and slim: Here, by 
contrast, is Davy’s description of Nicky, 
the only American to appear in, the 
book: “The leering face. Mr. Smooth. | 
A lizard tongue keeping his lips perma- 
nently wet and red. Behind the smile, 
metal faeces and mildew.” 

On account of this racism, it is young 
Tatsuo who monopolises the best lines 
in Davy’s; book, two of which are: 
“Quite a place that California: Zen, 
Disneyland, AIDS.” And: “I’m only 
warning you about what could happen. 
to your Zen once somebody links it up 
to your personal computer.” 

I cannot remember ever having read 
a sillier or worse-written novel than 
Kenzo, and if at times the writing has a 





the fascination of recognition. Most 
people who “off and on” want to be 
writers have at some time in their lives 
written stuff like this —- on scraps of 
paper banished afterwards to bottom 
drawers, or in floppy school notebooks. 
One must deeply pity Davy for having 
committed the catastrophic error of get- 
ting his ‘batch of stuff published, and | 















| Australia Council, the federal govern: 


when, as it must, that catastrophe: 
dawns on him and he finds himself 
cringing with embarrassment at the mere 
mention of Tokyo, Kenzo and Zen, he 
will have my genuine sympathy. 

But not Penguin Books, Australia: 
To have issued this juvenile drivel i 
reprehensible enough, but to have do 
so without even the least attempt to 
rect its ridiculous ineptitudes is a sad 
dication of the depths to which er: 
responsible imprints can sink. Perhaps 
they simply did not care, which woul 
account for the many examples 
credibly sloppy copy editing that 
the book. (“The sunset is still afew n 
nutes away yet.” “But there was:ho 
ever a steady accretion of surface tens 
sion.” “Slips it open an inch, ther 
thrown back a yard..." Andso on.) To 
say nothing of the constant misuse of 
words and glaring errors in typesetting. 

And if they simply did not care 
perhaps thé reason is to be found in t 
fact that, incredibly enough, the pu 
cation of poor, wretched Kenzo was “ase | 
sisted by the Literature Board of the. 


ment’s arts funding and advisory 
board.” Nothing, therefore, rernains 
be said. Transport the whole boar 
nay, the whole Australia Council ~~ to 
the observation floor of the Sumiome 
Building, strap them down, and wait, 
~~ Alan Boot 
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n Islam 


Islamic resurgence in Malaysia by Chandra Muzaffar. Penerbit Fajar Bakti, Peta- 





ling Jaya. M$6.50 (US$2.60). 






slamic resurgence in Malaysia is in- 
deed a subject worthy of study. As a 
social phenomenon, its emergent roots 
an be traced to the middle and late 
970s when increasing numbers of 
‘oung men and women, especially 
Malay university students with middle- 
and lower-middle class backgrounds, 
an to don what was considered by 
them to be the proper Islamic attire: 
flowing long robes and head gear de- 
signed to conceal as much of the human 
body as possible. 
< Foday, that style of dressing has be- 
come so widespread that it has ceased to 
attract much attention and curiosity. 
3ut the motivation behind this curious 
way of dressing has since been elevated 
a higher plane of social significance 
it has started to influence and affect 
overnment . policies. Further, as 
ira’s book. claims, it is likely to 
“future of ethnic relations and 
c development as weil. i 
e book is by no means the first 
n the subject by a social scientist. 
henomenon has for some time at- 
the attention of anthropologists, 
logists and political scientists, oth 
gners and Malaysians, and has 
‘the subject of books, articles and 
in scholarly journals. But 
a, who is known as an academi- 
chasa social activist, is offer- 
g a work that differs from the usual 
orks: of the academic social science 
nr in several ways. 
or one thing, despite the book’s 
| of being a sociological analysis of 
e resurgence, Chandra ‘is not merely 
resenting an objective, empirical ac- 
ount: of the phenomenon as is usually 
he case in academic social science 
rks. He does not make any attempt at 
concealing his emphatic, biases on the 
abject and offers lengthy criticisms of 
he Islamic resurgence movements and 
eir leaders. He alludes to their lack of 
tellectual. perceptiveness in dealing 
the problems of reconciling Islamic 
cepts. with the demands of modern 












































~The book is brief and the product of 
long-term research on the subject car- 
ed out by the author since 1979. How- 
, it does not provide lengthy and 
ully documented accounts of the 
development of individuals, 
ganisations and parties that constitute 
the resurgence. It appears to be more of 
a reformulation and restatement of the 
author’s thoughts in earlier papers and 
articles, which are. documented in the 
notes and bibliography. Perhaps the.au- 
thor considers. that since the manifesta- 






ofthe resurgence are all too famil- Bo 





iar to his readers, there is no need to de- 
‘scribe and document them. 

The major portion of the book is an 
analytical discussion of the causes, 
characteristics and social consequences 
of movements within the resurgence. It 
attempts to present a general portrayal 
of the resurgence in all its complexities, 
as it is manifested in the current social | 
and political conditions in Malaysia. 

In a way, the Islamic resurgence is 
somewhat global in its origins, having its 
roots in the same religious phenomenon 
that characterised diverse occurrences 
such as the success of the revolution of 
the mullahs in Iran. But its manifesta- 
tions in Malaysia are coloured and con- 
ditioned by specifically local social, po- 

















litical and economic milieu. Moreover, 
the resurgence is complex and multi-fa- 
ceted — it is religious as much as it is cul- 
tural, ethnic as much as it is ideological, 
economic as much as it is political in na- 
ture. The book has defined Islamic rë- 
surgence as “an attempt to re-create an 
Islamic ethos, an Islamic social order, at 
the vortex of which is the Islamic human 
being guided by the Koran and the Sun- 
nah,” 


he book locates the roots of the re- 

surgence in the dilemma faced by 
Malays in the context of the post-colo- 
nial social transformation brought 
about by the economic development 
plans. Social inequality resulting from: 
capitalistic economic development has... 
heightened the sense of economic and. 
social deprivation among certain sectors 
of the Malay community. 
Given the political and cultural deve- 








| capitalistic economic development. 












‘tical posture, such as the Muslim youth 
movement Abim, These movements 


‘committed to capitalistic economic 
development, yet one faced with the de- 


through his emphatic, critical approach, 
-Chandra has been able to draw a fairly 






tity within a political society. Es 

one that continues to be split 
“bumiputr: non-bumiputra” demarca- 
tion. It is this sense of identity that Is- 
lamic resurgence provides, as well as 
expressing disappointment with secular 












. The dilemma and. the disappoint: 
ments were initially articulated in move 
ments and organisations that were 

cally religious in nature, with emphasis 
on personal expression of religiosi 
and missionary activities, such: he 
Darul Arqam and Tabligh group s 
There also were movements that too 
social reformation and asomewhat pale 












are collectively described as the non- 
electoral actors of the resurgence. 

In discussing the electoral, and there- 
fore the more purely political, actors of 
the resurgence, Chandra allots separate 
chapters to the two major Malay politi- 
cal parties in Malaysia, the Parti Islam 
(Pas) and the dominant party in the rul- 
ing coalition, the United Malays Na- 
tional Organisation (Umno). The dis- 
cussion of Pas gives emphasis to the cur- 
rent political styles of its leaders and the 
nature of its Islamic fundamentalist 
ideological posture. Umno’s Islamic 
posture is portrayed to be somewhat 
reactive in nature as fits a secular party 





mands. made by a fundamentalist Is- 
lamic resurgence. 

_ Despite its brevity, the book is suc- 
cessful in presenting a lucid account of 
the complex and elusive social 
phenomenon it sets Out to portray and 
analyse. But, for the style of social 
analysis that has been adopted, itis 
rather odd that only very superficialem- 
phasis is given to historical analysis and 
explanation. In fact, on a number of 
points it would be quite fair to accuse 
the author of being rather ahistorical in 
his analysis. For example, in criticising 
the lack of intellectual depth among Is- 
lamic movements in Malaysia much 
more should have been said about the 
nature of the [slamisation process and its 
subsequent practice in the Malay world, 
rather than merely alluding to a brief, 
general intellectual history of Islam. 
There is the same weakness in the 
analysis of Pas and Umno, 

Chandra’s book may not readily 
satisfy someone accustomed to the 
usual typeof empirical sociological 
analysis, However, it must be- said that 















accurate picture ef a very complex so- 
phenomenon with all its interre- 
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By Ellen Salem in Hongkong 


he slowdown in China’s economic 
reform programme signalled at the 
National People’s Congress (NPC) ear- 
lier this month seems to have more to do 
| with problems in the country’s economy 
than with ideological conflict. Delays to 
further reform of the country’s cloying 
administered-price system and in the 
promised law to separate factory man- 
agement from party control are a rec- 
ognition of the dangers posed by such 
sweeping innovations to an already ail- 
ing economy. 
t: Political factions aside, China’s eco- 
alomic planners are at odds over a chick- 
en-and-egg dilemma. Which comes 
first: enterprise reform or price reform? 
Price reform will result in chaos unless 
‘business managers, rather than party 
“secretaries, have a firm hand in running 
“their enterprises. But if enterprise re- 
form is.to be effective, then managers 
must be judged on the basis of profit. 








They must be able to set prices that not | 


only reflect the true cost of imputs, but 
market demand as well —- impossible 
without price reform. 

But the implementation of price re- 
form now, when the state sector is in 


trouble, could be akin to opening Pan- , 


dora’s box. At the end of 1986, some 
20% of state-owned enterprises were 
operating in the red. If recent figures re- 
leased from Sichuan, where one. in 
every four state-owned and local indus- 
trial enterprises are running at a loss, 
are any indication of a trend, the situa- 
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Weak domestic economy sidetracks 


Slow boat for China 


tion will get worse. Thus the hesi- 
tancy in putting through the enter- 
prise law, which could result in a 
substantial increase in unemployment 
(the implementation of the already 
enacted bankruptcy law is contingent 
upon the passage of the enterprise 
law) in a society where comprehen- 
sive unemployment insurance does not 
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Street market: prices out of control. 


















































exist, and one that will have a dit 
time placing an estimated 10-12 m 
lion new job seekers between 1987 and 
1990, ' 
The reformists as well as the bulk 0 
the conservatives recognise that ent 
prise reform will be little more than 
exercise in semantics without m 
structural reforms —~ including pric 
form. But both factions fear the pot 
tially destabilising effects of such 
major policy turnabout, particularly m 
the present inflationary environment. 
Thus, the enterprise revamp has been 
put on hold and, in tts place, pric 
stabilisation has become the priority 
This year will see a continuation of the 
drive to “consolidate and deepen” re 
forms already in place. While p p 
back D-Day, efforts will be made tode- 
vise and put in place mechanisins that 
will lessen the impact of market-driven 
prices. 
The fundamentally conservativ 
economic package presented by Pr 
mier. Zhao Ziyang, State Councille 
Song Ping and Finance Minister Wan 
Bingqian at the NPC (REVIEW, 9 Apr 
is as much a reflection that the reform- 
ists themselves are not in agreeme 
on how best to proceed.in an econow 
which is not functioning smoothly as itis 
an indication that the lack of consensus 
among the various factions within 
China's leadership. As a result, the ecos 
nomic programmes tabled and aps 
proved at the NPC will consolidate 





: | good È | rpr 
labour and Wage AEN and the man-| One such m hod, though only al- 
agement of the investment in fixed as- | luded to by Zhao in his speech, will be 
sets. the “input-output responsibility sys- ` 
ao outlined in his 20,000-word report |» . Zhao’s  less-than-definitive pro- | tem” scheduled to be put in place in 

government work could have ‘been. | gramme on enterprise reform stresses im- |. 8,000 outof a total of 90,000 state enter- 
rafted by the conservative faction. Pri- | proved management as the key to re- | prises this year. Under this system, con- 
acy is to be placed on increasing grain | vitalising enterprises. Coming in the | tracts will be signed which will lay down 
duction; fixed asset investment is to | wake of the shelving of the draft enter- | the exact responsibilites, powers and in- 
in line with state plans; thrift, hard | prise law by the NPC standing commit- | terests of the authorities in charge of the 
k and an affordable growth in con- | tee on 20 March, Zhao’s programme is, | enterprises and the enterprise managers 
mption are to be stressed; a balance is | according to one analyst, as much a re- | and employees. The delineation of au- 

struck between state revenue and | sult of the differences of opinion among | thority, if successful, would then ease 
enditure and credit receipts and pay- | the Young Turks in the economic think- | the way for factory managers to call the 
ents; overheated growth is to be | tanks on the structure of ownership.and | shots once price reforms yield in truly 
ided, and all-round economic re- | the nature of state enterprises as it is of | competitive markets. 
form is to be pushed ahead. conservative intransigence. In effect, China’s leaders have again 
This concession to the hard-core opted for a ploy that has proved effec- 
onservative camp contains.all the cor- Rane than push through a possibly | tive in pushing through, controversial 
‘ct conservative jargon but will have ill-formulated law which, if enforced | changes such as the leasing or contract- 
ery little effect on policy —a point that | across the board under the present eco- | ing out of state-owned enterprises — 
as not lost on at least five NPC de- | nomic conditions — an irrational pric- | successful implementation first, legal 
uties. According to the deputies, who | ing structure, a market which is neither | sanction after the fact. 
poke against Zhao’s report, further | wholly free nor wholly state-controlled, Managerial efficiency and accounta- 
1alysis of the root causes of agricul- | a shortage of raw materials, a state- | bility will be improved if the develop- 
ral problems are needed and the mea- | owned sector where 20% of all enter- | ment of horizontal links within industry 
res outlined to solve them are “not | prises are in the red and many mis-man- | groups is accelerated, as Zhao has stipu- 

ful enough.” aged — could create havoc in the large | lated. As it stands now, subcontracting 

thrust of the programme | state-owned enterprises, the Chinese | by major industries is, with few excep- 

ao has proposed will centre on | have opted for a piecemeal approach. | tions, limited to the collective sector. 
x areas: enterprise reform; the | Small enterprises will continue to be} The state vehicle industry, for example, 
elopment of ties between factories | contracted or leased out while different | consists of 2,000 enterprises with 1.2 









































































deology set aside 
stralia’s government is forced to sell assets to finance debts 


Hamish McDonaid in Sydney 


ncial-market demand for asharp- | business investment. The full applica- 
reduced government call on cap- | tion of a round of income tax cuts makes 
markets is causing the Australian | the task so much harder in 1987-88. . 
bor Party (ALP) government of That asset sales are being considered 
me Minister Bob, Hawke to shed | in these circumstances causes concern 
tther ideological baggage. The gov- | even among many proponents of priva- 
ent has: announced the first of what | tisation. Former Treasury head John 
ill be a. series:of sales of poorly per- | Stone voiced fears that Hawke would be 
ing or unnecessary government en- | putting proceeds “above the line” as part 
rises. _of revenue, to achieve an impressive but 
The government, which only two | “one-off” reduction in the deficit. 
zars ago attacked privatisation propo- So far, shipbuilding has seen the only 
ils by the conservative opposition as | firm withdrawal by the government. 
vandalism,” has been considering a list | Canberra announced it would sell a con- |Y% 
f a dozen state-trading bodies for sale | trolling interest in its naval dockyard at 
yart its | Williamstown, Melbourne, but retain | than A$20. million (US$14.2 million) a 
i ownership of the land.to ensure that | year, l 
shipbuilding is continued. Supportfora | . Airport terminals for domestic ser- 
privately operated naval shipyard, on | vices are probably next to be put up for 
| Cockatoo Island, Sydney, will be run | sale. With the exception of Sydney, 
down over five years. Naval repair and | where the: two major airlines own their 
refit capacity will be maintained at fleet | own separate terminals, the federal gov- 
headquarters at Sydney’s Garden Island | ernment: owns terminal buildings. and 
base, and at the expanding Cockburn | leases space to airlines.and other service 
















































Sound base near Perth. industries. Major private airlines and 
Coincidentally, the ALP state gov- | car rental companies have expressed in- 
| ernment in New South Wales has said it | terest in b pace, indicating 
will sell. its own shipbuilding yard -at | th A$200 million.might. be 
ext year, {Newcastle after failing to win trade-.|-ral ope 
he economic imperative to. cut the | union agreement to staff reductions and Haw! lieved to have 
i deficit and reduce pressure.on | changes in work practices that. might ked at a far more extensive list of 





est rates, with the severe effec shave stemmed losses running at more | targets for sell ff. This list is thought to 


down regional, departmental, military 
and civilian barriers.” 

In an effort to achieve a higher re- 
turn-on investment in fixed assets, par- 
ticularly crucial given the low rate of 

‘return in 1986, Zhao has proposed the 
‘introduction — in fact an acceleration 
|. >of a public bidding system for major 

projects. The bidding will cover design, 
‘|o construction, supply and import of 
| needed equipment. 


Coe supervision by the People’s 
# Bank of China (PBoC), particularly 
over fixed-asset loans, is to be expected 
Zhao 
ccompany a deepening of the reforms 
inancial system which will pave 
“the way for the specialised banks to act 
as independent enterprises. While 

¿i much. attention has been given to ad- 
4. vances in China’s banking system, inno- 
vations. such as inter-bank borrowing 
“have been difficult to promote.on a 
_ Widescale basis, says Ma Mingijia,.a re- 








| have suggested the sale of up to 49% of the 

"State-owned national air carrier Qantas, 
the 

| tic airline trunk-route duopoly Austra- 

| lian Airlines, the Commonwealth Bank 

-| of Australia (one of the big four domes- 

| thecbanks),:the Overseas Telecommuni- 

| ‘cations Commission (OTC) and Aussat 
(which owns and operates the domestic 
satellite system). 


l n addition, enterprises considered for 
complete sale include the Australian 
Industry. Development Corp., the Com- 
monwealth. Serum Laboratories, and 
_ bodies providing housing loan and ex- 
port insurance. Valuable land holdings 





ictates are followed. Thisis to. 





parto 
partment: 


‘of the Australian 


owned member of the domes-. 








ponali 

fore C 

prises, given the present low level of fi- 
nancial expertise outside the financial 
centres. 

The expansion of markets for rolled 
steel, coal, cement and timber proposed 
by Zhao is expected to be carefully reg- 
ulated, given the present inflationary 
environment. Inflation could be hard to 
contain given the 49.8% growth in M1 
(currency in circulation and enterprises 
deposits) and 44.8% growth in M2 (MI 
plus.rural and urban individual. depo- 
sits) in the fourth quarter of last year, 
and the projected 85.5% increase 
in China’s foreign borrowings in 1987. 
Six steel markets, for example, are 
slated to be opened this year. In Shang- 
hai, where state allocation will only sup- 
ply 41% of the city’s needs, the newly 
opened market should -ease the price 
gouging. that can occur when enter- 
prises are forced to find alternative 
supplies. Prices paid by Shanghai for 
steel on the open market are usually 
80% higher than ‘those set by the 
state... 

__ In ling with a general tack of laying 
firmer foundations for reform before 
moving on, Zhao has stipulated that the 


n Tokyo. are also 
ied for possible sale. Certain 
dustries, including the Gov- 

i ‘actory near Mel- 
munitions. plants, 
under separate evaluation as 
conomies by the Defence De- 


<o But. strong objections. from leaders 

Council of Trade 
Unions, a‘constituent of the ALP, have 
tempered any enth m, and Keating 
has said it would be unlikely major op- 


| erations such as Telecom, Qantas and 


the Commonwealth Bank would be 


|| privatised. 


He avoided any mention of Austra- 
lian. Airlines, whose. future ownership 
was already in question with a review of 
the “two-airlines” domestic. aviation 


agreement. Australian Airlines chair- | 


man Neil Smith for his part welcomed a 
partial sale, of at least 30% of shares, to 
the public, with the government retain- 
ing.a controlling interest. This would 
allow an expansion of capital base from 
the present A$130 million to a more ap- 
propriate A$300 million, and free the 
airline from government limits on bor- 
rowing. 

Qantas, the OTC and the. Common- 
wealth Bank have also made known for 
some time their concern that Canberra 
insists on retaining ownership without 
being ‘willing. to ee their capital 
base.to match growth of business. The 

i Qantas, for example, 
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place for all new 
of unemployment ia 
With the sorry stateof many stace 
prises’ finances, it is indeed imperatl! 
that such a system be put in 
the bankruptcy law, which con 
be implemented on a trial basis 
enforced as the rule and not the 
tion. Zhao. also reiterated a po 
early in the year, giving. factor’ 
gers the right to set: wages.an 
provided they are in accord wit 
guidelines. a 
Overall, the 1987 Draft for Nat 
Social and Economic Developme 
sented by Minister of State Ph 
Song meshed with Zhao’s repr 
governess work. His listing of prol 
ematic areas in-the economy wasall bu 
a restatement of Zhao’s. six princip 
butin the past tense. Targets fo 
are modest and, given then 
most targets, achievable except for | 
reigning in of investment in fixed ass 
by. state-owned units, which is to 6 
roughly the same in nominal term 
1986. Other targets include an incre 
of grain by 8.9-13.9 millien tonnes (th 
lower end of the range is due to b 
weather ‘this year), an increase in to 
agricultural output by.4% anda 7%: 
crease in industrial output. 





remains A$149 million at a time w 
needs to pay more than A$200 milli 
for a single aircraft of the new Boein 
747-400 series. 

In some cases, the exclusion fr 
partial privatisation seems to be base 
more on sentiment than an ‘Is 
While. the Commonwealth: 
put.a litte more. stress on -housin: 
nance than the big commercial banks 
lost its central banking functions de 
cades ago and operates in a vigoro 
competitive financial market. Qantas 
holds the only licence to operate ov 
seas passenger services, and comp 
with the major international ca 
While a partial float might not d 
benefit air service consumers, it w 
atleast provide badly needed capita 

With-utilities, both government at 
opposition still. seem to be wrestlin 
with the problems of getting eflicienc 
out of. “natural monopolies” whe g 
abuse their pricing power whether 
private “or government hands. : 

In a-public discussion paper seme 
years ago on Telecom and the posta 
service, the Treasury suggested one 
possible. course would be for gove 
ment retention of the basic neiwor 
and introduction of a maximam amoun 


| of competition in attachments ar 


value-added services. Cross subsidies — 
in Telecom's case providing rural-and 
household users with about ASS00 
lion a year from business and inter 
city trunkeall users — could be re 
placed by direct grants tadisadvantag 
users. u 



















By Colin James in Wellington | 
Ngn a quarter of New Zealand's 
280,000 state servants changed jobs 
on 1 April. The government depart- 
_ ments they have worked for turned into 
ding corporations, still wholly state- 
owned but with a relatively high degree 
of autonomy under boards composed 
mostly of private-sector business peo- 
ple. It has not been an easy metamor- 
hosis. 
\ The switch was initiated by Finance 
Minister Roger Douglas, who has in a 
ittle under three years already radically 
iberalised the financial sector, removed’ 
bsidies, knocked down, protective’ 
barriers, reshaped the tax system’ 
made some liberalising inroads into 
> labour market. Facing a 1986-87 
get deficit of ardund 5% of gross 
iomestic product even after shifting 
me commercial and housing borrow- 
ff-budget, Douglas felt that com- 
‘tclalising state-trading entities could 
th stop'the bleeding of state funds to 
T losses in some operations and 
ntribute to revenue “through di- 
lends and taxes on profits. 
Douglas calculated that in the past 20 
rs the government had poured NZ$5 
ion (US$2.9 billion) into state trad- 
investments for assets that would, 
tion-adjusted, cost around. NZ$20 
lion (the equivalent of half the value 
the companies listed on the stock ex- 
hange) to replace. In 1986-87, Douglas 
aid; the “combined return on those as- 
éts will be nil.” State Coal, which mines 
iImost all. New Zealand coal, cost 
(25615 million (in 1987 dollars)-over 
e past 18 years, including NZ$102 mil- 
ion in..1986-87, to-cover losses. State 
al’s. liabilities now exceed assets by 
23129 milion. o> Te 2 
The new corporations. are required 
OQ operate commercially, returning a 
rofit on their assets and- improving 
yperating efficiency with private-sector 
janagement techniques. According to 
e Services Minister Stan Rodger, if 
new corporations return just half 
he rate of the private sector, the 
te benefit will be about NZ$1 billion 
ar, 40%. of the 1986-87 budget def- 
































































Douglas. has put in teams of people 
rom among the high flyers:in the pris 
fate sector to.achieve these goals. When 
he policy was formally announced on’ 
9 May 1986 (REVIEW; 5 June ’86), Rod 
Deane, the free-market oriented dep- 
ty governor of the central bank, the 
eserve Bank of New Zealand, andan 
mportant adviser on the financial-sec- 
or reforms, was installed. as chairman 
he State Services Commission (SSC), 
versee the programme. ve 
The result has been the création, at 
















w Zealand state departments are corporatised 


breakneck speed, of nine new corpora- 

tions. The post office has been split into 

mail-handler New Zealand Post, the 

Telecom Corp. and the Post Office 

Bank, The Ministry of Energy has 

yielded the Electricity Corp. (genera- 

tion of electricity and its distribution to 
local, independent publicly owned elec- 

trical-supply authorities) and the Coal: 
Corp., from State Coal. 

The tree planting, cultivation and 
marketing activities of the Forest Ser- 
vice are now run by the Forestry Corp, 
The land-development and administra- 

| tion functions of the Land and Survey 

‘Department have been incorporated 

into the Land Corp., while government 

administration, 











































under SSC, has been put under the Gov- 
ernment Property Services. Airports, 
previously run jointly by the Civil Avia- 
tion Division of the. Ministry of Trans- 
port-and city governments, are now 
under the Airways Corp. 

The scope and 
changeover has. created massive dif- 
ficulties, the most problematic of which 
has-been the valuation of assets. A dif- 

ficult. balance has had to be struck.be- 
tween valuing them high enough not to 
disadvantage competing private-sector 
firms (especially important in forestry 
and land) and to return a fair ‘price 
to the government on the one hand, and 
setting them low enough to ensure area- 
sonable return on capital without push- 
ing up service/product prices on the 


speed of the 





This is particularly relevant to fores- 
try and electricity, since major cor- 
porate purchasers of each could be put 








, the Post Office k, had 
settled ‘the asset-valuation issue by 1 
Aprilyso the rest had to-start life under 
makeshift management agreements. 
The most vexatious disagreement was 
over the value of electricity-generating 
facilities: The Electricity Corp. wanted 
to pay only NZ$3.8 billion, based on 
historical cost, against the Treasury de- 
mand for NZ$8.5 billion, based on esti- 
mates of earnings and cashflows by 
foreign consultants. The Treasury. had 
orginally considered asking NZ$15 bil- 
lion, being the “depreciated replace- 
ment cost of plant adjusted for infla- 
tion,” but lowered that in the light of ad- 
mitted “past planning mistakes” result- 
ing in surplus generating capacity. 

But when Electricity Corp. chairman 
John Fernyhough made the Treasury’s 
asking price known to stir public sup- 
port for his position, adding that at 
NZ$8.5 billion the electricity price 
would:have to rise by 15% in October 
and again substantially in April 1988, 
Douglas angrily rebuked him) o e e 

Part of the problem is the expecta- 
tion that the corporations will return 
profits on their assets close to the 11% 
average in the private sector, though the 

overnment has said it will settle for less 

ecause of the greater security of pub- 
lic-sector activity. Two Coal Corp. 
board. members, Fletcher Challenge 
executive Ian Small and Auckland taw- 
yer Steven Franks, resigned their posi- 
tions.on 1 April alleging the Treasury 
valuation. of Evoa Corp.'s. assets would 





force it to go for short-term maximisa- 

| tion of return (using easily mined coal) 
at the expense of long-term utilisation 

of the mines. re a 










ear government bonds, 
sign’ of a substantial early fall. 
the asset valuation will be held A 
government as shares, but the corpora- 

tions will be required over time to raise 

the rest on the money market. 

That process has raised a contro- 
versy because of Douglas’ intention to 
reduce the current government budget 
deficit borrowing requirement commen- 
surately instead of retiring existing debt, 
as the opposition National Party insists 
it should. Although both amount to the 
same thing, not incurring new debt 
could be made to appear to reduce the 
budget deficit artificially. 

There has also been inter-corporate 
strife. Electricity Corp. repudiated a 
Ministry of Energy interdivisional 
agreement that the old Electricity Divi- 
sion would buy 1.25-million. tonnes of 
coala year from the former State Coal’ 
torun Hs 1,000 mW station at Huntly on 
the North Island. It has decided to usé 
mainly cheaper gas instead, taking only 
about 300.000 tonnes of'coals °° 
‘Already staffed for far higher pro- 















































p y 
staff on day one. The sacking of ¢ 
workers caused serious problems for the 


Labour government, including the with: 


drawal of the mineworkers union from. 
Labour Party affiliation. 

There were other staffing ructions as 
some 3,000 workers were. declared 


“surplus to requirements” by the other . 
new corporations. Around 30% of the _ 
old forest service staff are among those 


to go. 


and the government and the cor 
tions over union coverage and pay, 


| _ In-addition, there were pitched bat- | Ea 
‘F oles between the state workers” unions: | t 
ra- 


The IMF backs the US’ call for NICs to revalue 


By Nayan! Chanda. in secon 


rds reducing the 
in world trade. 


E| 
“and conditions. Despite boards’ wishes 


for private-sector flexibility, most cor- 


‘|. porations have accepted much of the 


statė union demands. Yet that did not 
stop huge rallies against the government 
by state servants, 
I fection results in the fall 
overnment at the eléc- 
in September, it ironically will 
extend the corporatising pro- 


cess into a privatising one. The National ` 


Party has declared’ that “it. will sell 

off the already corporatised Bank: of 

New Zealand, Tourist Hotel Corp 

the Development Finance: Corp, 

| other corporations which. 

competing. with private 

| panies or could be better 

privatised companies. 
Even as they are, the corporation 

can | partly privatise by using their 

explicit legislated power to sell off som 

of their assets (though not their “core 

business”). The government has’ al 

ready sold off 30% of Bank of New Zea 


yso with its merchant bank, the 
Development Finance Corp., recently 
made a limited liability company. 

The corporatisation process may 
have begun inauspiciously amid. argu- 
ments, protests and political damage, 
but it has a way to run yet.’ The govern- 
ment has also made the Ministry of 
Works and Development more “com- 

dicated that it may cor- 


ports, where there’ is more: 


ble par and has iden- 


| benefi is is less: clear. The | 

< Party insists that as ‘the’ boards 
grow older and more jaded, any early 
gains in efficiency in activities that are 
“monopolistic'or dominant in their sec- 
tors, as most are, will be lost. The Com- 
merce Commission’ does not have 
adequate powers to ensure the corpora- 
tions’ dominant positions will not bë 
abused at the expense of competitors 
or would-be competitors. This en- 
sures that the new corporations will 
‘be’ controversial for a good time. 
yer. 


“of the developing 





p 
other countri fund sou 
during the meeting the i 
etna Ae to liber se 


oyd- Bent- 
sen, chairman of the in- 
flue: tial senate finance 
cO mittee, “has: also 


left by ih the Japanese with 
he value of the yen. 

‘meeting was dominated by 

ncern of t mbling 
dollar'and trade tension between Japan 
and the US, a major theme was the wors- 
ening debt situation: Finance ministers 
tries assembled 
for the fund's comm meeting issued 
a warning that the debt crisis was “en- 
tering a new and dangerous phase in 


apunthe an bare ete number of debtor | 


pos 
tions or to: reconcile 
sustainable growth.” 


ocus of discussion on middle-in- 








come debtor countries was on th 
verse approach commercial 
could ake in providing them with ne 
The committee membe 
” Strategy had “man 
“Tt pointed o 


opriate “policies 


a a dipatar: from the gencral 
beat fated with fi of the debt st 


pp 

that nët co 
lending to major d 
ors last yee was “r 


examples af debtor 
genuity. 
. While some critics of the Re 


cation of a willingness to modify the: 
debt strategy, others both in th 
gress and in the fund tend to vi 

new line as an attempt to pre-evip 
congress from legislating on the i 
Senator Bill Bradley and congress 
Charles Schumer have argued th 
Baker plan is ineffective in resolv 

debt problem as it is stifling growth 
What the debtor countries need, 

said, was relief from their de 
rather than new money to ser 

debts. 













owhere i in Southeast Asia is the net- 
work of rural middlemen so perva- 
sive and influential as in Thailand. 
lumbering, in. the hundreds. of- 
thousands and operating in virtually all 
mers of the country, the middlemen 
not only perform the ordinary task of 
buying and selling, but also provide an 
assortment of other vital services. Their 
lationship with the populace is so 
deeply rooted that it has become an in- 
tegral part of the country’s rural life. 
Together, they constitute a crucial driv- 
ing force behind the national economic 


























the middlemen, the 
ic estic economy. might well col- 
pse,” commented a large Thai agro- 
iness company executive. For a 
„they provide the main source of 
n-institutional credit.to farmers, who 
unt for roughly 70% of the working 
opulation. In the absence of accurate 
istics, unofficial estimates put. the | 
idlemen’ s aggregate funding at close 
+— ifnot more than — the: Pon 
nding, of banks, which ` to 
aht 548 billion (US$21. 28 billion ast 
ar. 
The middlemen have. been, and í 
ain, <a predominantly Sino-Thai 
up, comprising Chinese emigrants | 
who came to Thailand in the past 100 | 
ears, and their Thai-born offspring. It | 
was they who first taught basic com- 
erce to the. ethnic-Thai populace. | 
anks to their mercantile expertise, | 
y are in a unique position, un- 
rivalled..by the other, minority. trad- 
ing groups — the Indians and Vietnam- 













to 







“Their services are indispensable. 
Specialised in their respective fields, 
they occupy the various stages in the en- 
marketing spectrum of virtually all 
aded merchandise. On the: procure- 
ment side, their activities range from 
lying the remote. villages to buy up 
all lots of agricultural produce, which 
they selbto processing facilities such as 
tapioca-pellet plants or rice mills, to act- 
ing as the link between the processors 
d domestic end-users or exporters, as 
case of Bangkok-based rice deal- 





The roles are reversed on the distri- 
recent private survey 

e more than 100,000 re- 

nroughout: Thailand upon 

such AE consumer-good 
anufacturers.as Lever Brothers (Thai- 
d), Borneo. (Thailand) and local 
it Saha Pathanapibul depend. Act- 
g as commission. agents, these out- 
ts deal in the. full range of con- 

































































ra 





sumer goods, from detergents to razor 
blades. 

The different tiers of these outlets — 
from the provincial down to the village 
level — provide a low-cost but efficient 
distribution system for the Bangkok- 
based manufacturers. Producers of spe- 
cialised products beyond the scope,of 
the upcountry grocery stores, however, 
tend to establish their own ‘marketing 
channels. For instance, Siam Cement -— 
the largest construction-materials con- 
glomerate — now operates a network of 
some 520 dealers nationwide. 

In addition to their buying and sell- 
ing roles, the middlemen often perform 

















the extra function of (unauthorised) vil- 
lage or neighbourhood “bankers.” Itis a 
common upcountry practice for the 
farmers to take out loans — either in 
cash or kind — to finance the various in- 
puts needed to produce a rice crop, re- 
paying. the middlemen after harvest- 
ing. 

According to government agricul- 
ture officials and private researchers, 
the. middlemen’s financial. assistance 
often. extends beyond the farmers’ di- 
rect farming needs to providing such 
mundane necessities as cooking oil and 
fish sauce, or even their children’s 
schooling expenses. The overall picture 
is one of an inseparable patron-client re- 
lationship. 

By charging interest rates ranging 
from 5-10% per month — or nearly 10 





Cocksure poultry farmer: page 58 





| ing weight or 


putation for exploitation. Thos 


gaged in buying farm produce are com- 


monly accused of cheating (in measur- 
granny. 

The middlemen argue, however, 
that they are providing funding to a 
high-risk area into which banks or fi- 
nance companies would not dare ven- 
ture.. Following the widespread crop 
damage resulting from the severe 
drought late last year, a large num- 
ber of farmers — especially in’ u 
Central Plains S like Phit, 
sanuloke, Sukhothai. and Uttaradit — 
are understood. to have gone bank- 
rupt, which means the middlemen len- 
ders may have to write off their loans. 
In the final analysis; theirs is the only 
ne of credit in the rural country- 
side 

In the eyes of experts, such as Boon- 
chu Rojanastien, a former Bangko 
Bank president and a one-time deput, 
prime. minister responsible for econo- 
mic affairs, the country’s credit-exten- 
sion system needs to be complete- 
ly revamped., and the rural under- 
privileged given better education and 
training. 

` “The existing capitalist; free: ‘market 
system should be maintained. But vari- 
ous approaches should be altered to 
ensure a more even distribution of 
wealth,” . Said. -Boonchu, ; who is now 
head of the o pposition Community Ac- 
tion Party. It is easier to talk about 
such reforms, however, than achieve 


them. 
pes: the seemingly perfect Chi- 

F nese assimilation here — which is in 
stark contrast to the separation, and 
sometimes officially sanctioned racial 
discrimination, prevalent elsewhere in 
the region. (notably. Malaysia and In- 
donesia) — the middlemen’s traditional 
strong profit orientation has intermit- 
tently prompted resentment; particu- 

larly within the politically powerful mili- 
tary establishment. 

The resentment is directed generally 
at the Chinese business presence, as the 
middleman and as the country’s largest 
industrialists and financiers. Some of 
the larger ones like the Bangkok Bank 

























the most influential economic institu- 
tions in this country. — remain control- 
led by a handful of wealthy Sino-Thai 
familhes. 

Simmering for a long time, the 
army's anti-business sentiment was first 
brought into the open during the abor- 
tive Young Turks’ coup of April 1981. 
The colonels behind the coup attempt 
called for partial nationalisation of the 
banks, revealing what critics alleged 
were Left-leaning economic-policy ob- 
jectives. 

More recently, “unscrupulous mid- 
dlemen” have been singled out by the 











rera groups con 
ing unjust social conditions” 
| could be conducive to increasing the in- 
fluence of the communist movement. 
However, army commander Gen. 
Chaovalit Yongchaiyut has emphasised 
that only some — but not all — busi- 
| -messmen are unscrupulous. 
; While the middlemen’s influence 
will nue to be pervasive, their basic 
-roles have been changing somewhat in 
recent years in light of communications 
jp nological advances in coun- 
ide. 
or a Start, competition has become 
more intense for those engaged in farm- 
produce procurement. The increasing 
popularity over the past five years of “I- 
en” — a simple light truck powered 
| by alocally made engine — has enabled 
farmers to transport their paddy to the 
nearby rice mill, rather than waiting for 
middlemen to come knocking on their 
door, as in the past. 


promoted and supervised by the 
inistry of Agriculture and Coopera- 
tives are also becoming more aggres- 
Sive in competing for a slice of the pro- 
duce, through: public-relations . cam- 
paigns which warn of the middlemen’s 


cheating and highlight their own profit- 


sharing scheme for members: But oi 


to several structural constraints — nota- | 


bly the. middlemen’s tightly knit re- 
lationship with farmers — the coopera- 


tives’ achievements remain limited, and 


doo Many traders contend that Thai 
farmers today are not as easily exploited 
as in the past. Notwithstanding the ex- 
tensive rural-road network which facili- 
|. tates the transport of farm produce, this 
‘appears a fair assumption j udging from 
the fact that farmers can easily tune in 
„for daily price and market movements 
-on transistor radios, now common in 
'fural/households. 
| So from the traditional one-shop set- 
“up which did nothing beyond buying on 
he one. hand and selling on the other 
emerging trend is for the middle- 
to assume a larger role, both in 


t.) is hoarding by middlemen, 

a any of whom: are said» to have 
: madea fortune by correctly gauging 
price increases before selling to rice 
mills, 
~ Meanwhile, many Bangkok rice deal- 

- ers in recent years have moved on from 
their former match-making role (linking 
rice mills and domestic buyers/users or 
exporters) to one in which they take a 
position themselves. 

“These trends are likely to grow 
stronger, not only in the case of rice but 
also other crops, as the country’s mar- 
keting system becomes more sophisti- 

“cated in the years to come. o 


rious types of farm coopera- ` 








Song’s rice market: middlemen meeting middiemen 


he success of Thailand’s famous 30- 
sf year-old Kamnan Song paddy mar- 
ket, some 200 km north of Bangkok, 
epitomises the dynamism of the coun- 

ry’s free-market system as much as the 
strength of the country’s rural middle- 





Location aside, several other 
have contributed to the market's 
larity. Song, 54, who retains respo 
bility for overall supervision but le 
the day-to-day operations to hist 
ren, told the REVIEW: “Both : j 
buyers come here because they kn 
they can get the best deal.” He se 


role as. 


pical day, midd 
us provinces within a` 
km radius of the market ( 
some from as far away as Chiang M 
500: km north) ply their localities. 
buy up small lots of paddy. As s 
they have acquired a full load: th 
head for the market, which explai 
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an 
and th l goes’ to 
the buyer making the high- 
estbid. : 

The market has gained 
in both popularity andin- 
fluence amid tough com- 
petition in the wake of fall- 
ing prices in the past five 
years. Broadcast over radio 
and TV, the daily closing 
prices (for various paddy 
grades) in this market 
are used as a benchmark 


Song: match-maker. 


why peak activity atot 

market isat 7 p.m -fam 
The middlemen 

prise the’ balk or a 
wO 


financial responsi 
paying sellers 


Bangkok’s:rice mills, 

this would- have me 
| less bargaining powe 
cand, perhaps, more im 
‘portantly, the loss of 
aday for collection, 
The buyers —~ compris. 
ing roughly an ¢ 








to determine comparative 
pricing in other parts of Thailand. 

Until the early 1970s, when the ad- 
vent of 10-wheel trucks entirely 
changed the mode of upcountry trans- 
port, the sprawling site where the mar- 
ket stands today had been a bustling 
riverside . trading post where barges 
from Bangkok docked to receive paddy 
channelled there from various. parts of 
northern Thailand via the extensive net- 
work of inland waterways. The trucks 
have since taken over as the main form 
of transport. 

The* market is strategically located 
on the bank of the main river, the Chao 
Phya, in the Payuhakhiri district of 
Nakhon Sawan province, a crucial gate- 
way between central and north Thai- 
land. Song Ongchaiwatthana, the kam- 
nan (headman) of a cluster of villages in 
the vicinity, provides: the necessary 
infrastructure to facilitate trading (such 
as. ‘storage, Weighing equipment ‘and 
labour) tisnamed after him, 





| 
| 
| 


l 


number of o yi 

operators and major middleme 

later sell to smaller rice mills) re a 

tracted by the wide choice of padd 

grades. and the $ p cng 
Eoft ; 


the crucial service of financing = 
standard bank rates. 

The cultivation of a second cra: 
top of the main ‘er in varie 
localities in upper-central and lower 
northern Thailand contributes to 


rang 
paddy grades is available, from brok 
to 100%. $ 
It-is understood that almost all-the 
estimated. 1 million tonnes traded at th 
three markets in the vicinity is later mi 
ed solely forexport. 
~~ Paisal Sricharatchany 












| operators, though CP remains the 




















































Paisal Sricharatchanya in Si Racha 
tall farmers are tied into the mid- 
| leman network. A full-scale inte- 
gration by the giant agro-business con- 
glomerate Charoen Pokphand Group 
in the field of chickens virtually 
aves no room for the influential mid- 
emen. ‘Through various forms of con- 
arming plus an extensive network. 
oup-appointed agents, CP controls 
spe f the production and mar- 
pipeline, from the supply of 
hicks to the processed meat sold in the 
lomestic and overseas markets. 
: Group executives profess that exclud- 
g@ middlemen. from the system in the 
ase of chickens is the consequence 
ather than objective of its integration 
fforts, Commented one: “Our broader 
itent is to completely change the ap- 
roach ‘on agricultural business. Pro- 
uction should be integrated and com- 
mercialised on a wide scale. The various 
stages in marketing should be stream- 
lined to ensure maximum efficiency.” 
--C€P.can claim credit in the success of 
ntegration of the chicken industry, 
hough executives concede this is a poor 
ample insofar as avoiding middlemen 
mcerned. “Chicken is an extreme 
ase because its limited life-span neces- 
itates a tightly integrated system. The 
ptimum size of a full-grown bird is at 
50-51 days of raising. Beyond that [feed- 
ng and maintenance] would be a waste. 
r other cases like farm crops, there is 
oom — indeed a need — for a larger 
ddlemen role,” said group vice-presi- 
ent Ajva Taulananda. 
«Through a combination of contract 
arming (direct link-up with the raisers) 
lus hundreds of agents mainly in the 
ntral.Plains but also scattered around 
ther parts of Thailand, CP supplies 
he basic technology, chicks,- pesti- 
ide and animal feeds. The contract 

















3 ksure poultry farmer 


agro-business giant successfully excludes the middlemen 





farmers are bound to sell the grown bird 
to CP under either a “pricing” or “mar- 
keting” guarantee while the agents 
(who may or may not contract to indi- 
vidual raisers with whom they are as- 
sociated) have the option of selling to 
CP or outsiders. 

The aggregate output from both 
groups is estimated to be roughly equal, 
though the trend is moving towards 
more contract farming. Rather than 
being subject to the whim of fluctuating 
prices, the contract farmers appear 
satisfied with the existing arrangement, 
despite their total dependence on CP. 

Luen Kongthavorn, for instance, a 
successful raiser in the Central Plains 
with 20,000 birds, nets an average Baht 
70,000 (US$2,729) in each two-month 
cycle. After deducting expenses such as 
wages for labourers and equipment, his 
family pockets about Baht 30,000 in the 
same period — a handsome income by 
rural Thai standards. 

Almost all the output from Si Racha, 
a major chicken-raising region some 120 
km southeast of Bangkok, is from CP’s 
contract farms. The animal feed is sup- 
plied from the group’s plant in the same 
district, which is one in a string of six 
plants located near the chicken zones in 
the Central Plains plus other parts of the 
country. 


Ti grown birds are sent to two large 
slaughter-houses on Bangkok’s out- 
skirts. The larger of the two plants 
in the eastern suburbs, operated by 
Bangkok Livestock Processing Co., and 
claiming to be Asia’s largest semi-auto- 
mated facility, is capable of processing 
7,000 birds an hour and is staffed by 
1,600 workers on two shifts. Export-is 
handled bythe group’s international trad- 
ing arm, so no outside party has ary role, 














the. emergence of . several. major 


largest. The group has a roughly 25% 
market share of the estimated 6-7 mil- 
lion chicks -released locally and 
the 74,000 tonnes of export last year 
of processed: meat, mostly going to 
Japan. ' 

After its pioneering works in the 
chicken industry for over 15 -years, 
which has.turned the once costly chick- 
en meat into a poor man’s diet, CP is 
launchinga new. ‘drive. The. general 
focus this time is to encourage a bigger 
role for the middlemen,: particularly 
those dealing. in farm crops suchas 
maize. In the group's philosophy, they 
should assume. a higher capital risk. by 
investing in facilities like quality control. 
and storage, and be responsible’ fo 

transferring technology to the farms. — 

The ultimate goal isa combination of | 
higher. production, better. quality and < 
lower per-unit cost. Crops such as maize 
and tapioca can be transformed into ani- 
mal feeds which, in turn, could contri- 
bute to lower-priced meat for local and 
export outlets. 

The attention being given middle- 
men and traders dealing in maize is not 
surprising as maize constitutes a vital 
raw ingredient for.animal feed, and as 
such has grown alongside chickens 
to become a.major: CP’ operation. 
From affiliated. companies in Hong- 
kong, the group also operates a string of 
animal-feed plants and chicken farms in 
all of Asean (except the Philippines) 
plus sizeable related activities in China 
and Taiwan. In this sense, CP is one of 
the few Thai multinationals (apart from 
Bangkok Bank and Thai International). 

As part of its plan to streamline the 
marketing process while: still retaining 
some roles for the middlemen, CP has 
for the past two years been operating a: 
hog trading market on Bangkok’s east- 
ern outskirts which today handles about 
450-500 head daily. A spot market simi- 
lar to the paddy-trading market at 
Payuhakhiri, the middlemen buy up lots 
of live hog from individual raisers within 
a 100-km radius of Bangkok and sell 
— by bidding — to pork dealers who 
have contractual arrangements with 
Bangkok’s string of state-run slaughter- 
houses. 

Agro-industry aside, CP is engaged 
in a variety of businesses ranging from 
trading and cargo to finance and car- 
pets. Total group turnover (from the 
Thailand-based .operations) was- esti- 
mated at roughly US$1.5 billion. last 
year. Apparently a fraction of its aggre- 
gate size, Bangkok Agro-Industrial 
Products:(the only: publicly listed com- 
pany in the group) reported 1986 assets 
and after-tax profits of Baht 391 million 
and Baht 27 million -respectivel 
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HIGH TECHNOLOGY 


THE CONCORDE. THE MOST- 
RESEARCHED, FASTEST AIR- 
PLANE IN THE SKY, SPEEDING 
YOU FROM NEW YORK TO 
PARIS IN A REMARK ABLE THREE 
AND A HALF HOURS 

THE CONCORDE. JUST ANO- 
THER EXAMPLE OF THE HIGH 
LEVEL OF TECHNOLOGY YOU 
FIND WHEN YOU FLY 
AIR FRANCE. 





AIR FRANCE // 
WE'RE AIMING EVEN HIGHER 


Chase Manhattan Unit Trust 
Multi-Currency Fund. 


It works as hard as you do. 


While you’re working hard making it, your capital 
could be working just as hard in a Chase Manhattan 
Unit Trust Multi-Currency Fund*. 


It enables you to invest profitably in nine major 
world currencies without committing large amounts 
of capital. 

Chase, as one of the world’s largest international 
banking groups, is in a unique position to anticipate 
world currency trends and act on a day-to-day basis to 
achieve maximum performance for your investment. 


Chase Manhattan Unit Trusts. Because at Chase, 
we have great respect for money. 


For more information please call 5-777928 in 
Hong Kong and 530-4447 in Singapore. Alternatively, 
brochures and Offering Circulars are available at all 
Chase locations in Hong Kong and Singapore or 
by writing to Chase Manhattan Trust Company (H.K.) 
Limited, One Exchange Square, 41/F, Hong Kong. 

*This fund is a sub-fund of The Chase Manhattan Unit Trust. It should 


be appreciated that the value of your investment in any Unit Trust Fund may 
decrease as well as increase. 


E CHASE 
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YOU CAN’T TAKE AWAY 
FINE SERVICE. 


It is so good that some- 


times people take it for granted. 


Of course, we never do. 
Which is why at the 

Hongkong Hilton, superb 

service is definitely here to 


stay. 


For reservations, call 
your travel agent, any Hilton 
International hotel or Hilton 
Reservation Service. 





HONGKONG HILTON 





































Business 


Travels 
With The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 


At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
em Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1986/87 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to: — 
Elaine Goodwin, 
General Sales Manager 
Far Eastem Economic Review, 
G.P.O. Box 160, 
Hong Kong. 


FarEasterneconomn 


Unparalleled influence in Asia. 








| Some overseas trust _ 


Manila hires a Swiss firm to help inspect imports 


By Jose Galang in Manita 
T Philippines has restarted a system 
1 tting imports at the ports of ori- 
‘gin to plug what has long been sus- 
pected as a source of capital ‘flight 
through mis-declaration and undervalu- 
| Of the purchased goods. The 
Scheme ‘covers imports from Japan, 

Taiwan and Hongkong. 
_ The Philippine Government has 
| hired the Swiss surveyor Société 
| Générale de Surveillance (SGS) to 
carry out the inspection in those ports: 
Reports by SGS will be required on 
-J shipments from the three countries val- 
} ued at US$5,000 (fob) and above prior 
_) clearance at Philippine ports by the 
lur ‘Customs. A few exemptions 
include government imports and inputs 
zde for such industries as semiconductors, 
o | which-are known to have low local 

added value, 

The system of SGS inspections was 


inally started on 1 May 1986, but op- ` 


tion from a number of importers 
,» particularly, from the’ Bureau of 


which the customs bureau is attached. 
In other countries where it operates, 


selling company to lower the price of the 
shipment if it goes beyond prevailing 
| market rates, It can also question the 
quality of the goods being shipped. In its 
contract with the Philippines, however, 
‘it is limited to rendering a report, on 
which Philippine customs officials may 
base further action. All documentation 
includes pictures of the actual inspec- 
tion and loading into containers. 

The importers and exporters. in- 
volved in a covered transaction do not 
pay any fee. However, in the casé of 
equipment testing, expenses incurred 








_| Customs itself, led to its suspension after | 


about two-and-a-half months. The 
„former customs commissioner, Wig- 


rto Tanada, felt that hiring a foreign | 


~ | firm to do a job that could already be 
| handled by his agency’s Filipino staff 
was an insult to local capability. =- 

The resistance created a fissure be- 
tween. Tanada, an active human-ti 
lawyer during..the administration o 

-former president Ferdinand Marcos 
and his. superior, Finance Minister 
Jaime Ongpin. Tanada left the cus- 

{| toms’ bureau in March to join Presi- 

dent Corazon Aquino’s ticket for the 

- upcoming congressional elections in 

=p. May. 

Ce. SGS ‘has. ascribed the opposition. to. 
; service to misunderstanding over its 
sk. George Bottomley, head of the 

SGS liaison office in Manila, told the 


REVIEW that its inspection at the ports 
of origin will actually complement, and | 


not compete with, the functions of the 
Philippine customs agency. He sai 
“opposition from industry came t 


ment basis: 

Specifically, the functions of SGS in- 
clude: verifying that quantity and qual- 
ity of goods packed are in accordance 
with contractual specifications; assess- 
ing and reporting the consumption 
value in the goods’ country of origin; the 
prevailing ‘export market prices and 
freight and dutiable charges of the 
goods covered, and rendering an opin- 
ion. on the Tariff and Customs Code 
Classification. The SGS reports will be 


orwarded to the Finance Ministry, tò 


the . 
: mainly - 
from importers of garments on consign- 


| Manila port: check on imports. 


SGS is empowered to negotiate with the | 





, and 








(such as transporting the equipment or 
machinery, if required). will be shoul- 
dered by the seller in the goods’ country 
of origin, The Philippine Government's 
fees to SGS will be equivalent to “a cer- 

ain percentage” (reportedly in:the vi- 

inity of 0.065-0.08%) of the. invoice 
value of all shipments inspected. 


he. programme launched in May 
986° covered imports. from nine 
4 countries — Japan, South Korea, 
Hongkong, Taiwan, Singapore, Indo- 
nesia; Thailand, Malaysia and Brunei. 
The list was later pruned down to three 
to test SGS’ capability, but the Finance 
Ministry has already started calling for 
the expansion of the service to its origi- 
nal scope, The government is. also.look- 
ing into the possibility of including the 
inspection of Philippine exports, to di- 
minish avoidance of export duties and 
under-reporting of export income 
earned. ©. s 
Bottomley said that there is a greater 
| chance. reducing ...capital. flight 








or pr non ny devel 
countries — if the goods are inspec 
the ports of origin for value, qu 
and quality. However, if technic 
smuggling is perpetuated via trans 
shipment through ports not covered by 
the SGS programme, government cu 
toms personnel are capable ene 
detect it. Shipments in values o 
than the defined amount ‘can alsa | 
monitored. by the Central Bank of t 
Philippines, which gets daily repo: 
letters-of credit issued by commer 
banks. 

Philippine imports. from thë- 
countries covered by the ins 
scheme comprised 22% of all 
which were worth: US$S.1 Billi 


. 1985, with Japan, at. US$734.51 mi 


accounting for 14.4% alone, The t 
not included in the scheme, remains 
Philippines’ top source. of capital ga 
raw-matérials imports, 
USS$1.28 billion or 25.1% in 1985.7: 
imports from the nine countries in 
original list amounted to 40% o 


Philippine imports in 1985. 


The government is trying to ing 
revenues to finance a growth-orien! 


ved PISE “bill 
761 million), or 23% of total 
venues. In 1986, customs reven 


other contract 
work is with: th an Gove 
ment; which has required $GS- ins 
tion for virtually all imports. for 
years. SGS is currently finalising p 
to render ‘the same services for § 
Lanka and Nepal. 

SGS traces: its operation: 
Philippines to the 1940s. In. 


| it first offered its services to the go 


ment; Marcos reportedly.d 


the idea. Former finance min 


| Virata initiated talks with $GS 


shortly after the Swiss firm was signe 
up by Indonesia. 

The: inmport-surveiliance 
coincides with ¢ gr 


Philippine Government to liber 


| import trade, as a means of forcing loca! 


industries to become competitive in 1h 
world market: ‘Many local industries 
operate inefficiently owing to vari 
protective policies enunciated durin 
the previous government. Protect 
was extended originally to help cert 
industries start up, but often prot 

was maintained longer than è 
planned. leading, to j 

among the businesses enjoy 
privilege. 


























ere most marked in Tokyo, which in 
een surges to new highs had days 
n swings in the Nikkei index were 
re than 600 points. By the second 
week of April the index had cleared- 
3,000, a gain of 24% this year and of 
40% since its brief slump in October. 
Tokyo's performance was the more 
tonishing as it coincided with a 
urther profit-denting advance of the 
jen, this time against European cur- 
ies as well as the dollar and against 
ickground of more anti-Japanese 
ide. invective from ‘the. US” and 



































ts:around the world suggests 
d be approaching a climax. 





*Mar.'85 Sept. '85, Mar. '86 Sept. '86 
“End-periad price. 





ahead. 





almost manic de- 


WHAT PRICE GOLD? |] 





terms of yen the gol 


Europe.. Foreigners continued to be net sellers of 7 i 
stocks but there was uncertainty over how far Japanese m- | 
vestors had been or would be helping to push other markets 


Gold enjoyed anot 
from the dollar, rising some 
did little more than reflect the rise of other currencies. In 
d price has been merely steady. On the 















er flurry of activity as part of the flight 
US$20 te US$430 an oz, but that 


other hand. silver, long more de- 
pressed than gold, has come to life with 
a gain of 20% in the past month. Whe- 
ther these were brief spurts engendered 
by anxiety about the state of the 
world or evidence that excess liqui- 
dity was now leaking into commodity 
markets was not clear. But there 
was little sign of any general rise 
of commodity» prices, with oil re- 
maining steady around US$18 a bar- 
rel, food remaining depressed and cop- 
per and industrial commodities lit- 
tle more than steady even in US dol. 
lar terms, which would tend to sug 


= 








rtholomew in London 

New and unusual op- 
portunities will soon 
arise for investing in 
the British property 
i market. British prop- 
erty. has attracted 
i much attention in re- 
| cent years because of 
outstanding rise in London residen- 
values. But while the prices of 
uses have surged, those of commer- 
al property have remained dull. That 
y now be about to change and, in 
six months, new. ways of taking 
will start to. appear. 

British commercial property is gen- 



























ment, 
terest securities, The average yield on 
iercial. property is about: 7.5%, 
is only twö percentage points less 
ian the yield.on long-term government 
‘curities, and four points more than 
at on Britishshares. This represents a 
turnaround since 1981, when shares 
élded more than property. ; 
Commercial property was shunned 
by investors in the disinflationary first 
half of this:decade. But new-the yields 
¢ so high that the relatively poor per- 
formance is unlikely to continue. Mores 


































arket are encouraging. Rents. grew 





nd industrial property has declined 
ramatically since a peak in early 1983: 










ally. offering high yields at the mo- 
compared with shares or fixed in- | 


r the fundamentals for the property 


rin 1986°(9.1%) than in any year” 
nce 1980. Surplus floorspace in offices - 


lew ways into London’s 


| drawing 


- tually entitles the holder to a 





Three vehicles for investing in-com- 







mercial 


litating investment ina single property. 
- Most likely to get tò the market first 
is the Property Income Certificate. De- 
spite the name, the certificate £ 
will entitle a holder to an in- 
terest in the capital as well as 
income of a property. The 
certificate will come in two" 
inseparable parts: an income 
certificate which contrac- 


shatë in the rental income 
and ‘an ordinary share in 
the management company 
which will own a long 
leasehold on the property 
or, less commonly, the free- 
hold. : 
The first certificates are 
likely to be brought to the 
market around September, 
with merchant bank County 
Bank and estate, agents 
Richard Ellis the promoters. 





pe are currently on the, 
ard, each different but all faci- 
















Actionin s 


three different. certificates at the same 
time to give investors a choice. They 
may offer, say, an office block in the 
City of London, a regional shopping 
centre and, if possible, a business park. 
It is likely ‘that the offerings may 
be of 30% or 40% of each property 
with the remainder being kept in. the 
hands of the ‘existing institutional 
owner. ie ae: 
The certificates will enjoy “tax trans- 
parency,” which means that for tax 
purposes, the investor will be treat- 
ed almost as though he or 
she owned the property di- 
rectly. Income on the certifi- 
cates will be paid without a 
tax deduction and therefore, 
investors of all sorts can 
buy into these vehicles with- 
out a tax disadvantage. This | 
will be a ‘particularly. at= 
tractive feature for British” 
expatriates or non-British in- 
vestors. 

The other two instru- 
ments could arrive on the 
market at about the end of 
the year. The law permit- 
ting their existence was 
passed in 1986, but regula- 
tions governing their opera- 
tions, already drawn up, 
have not yet been finalis- 














They hope to. float about * 


AEE 
Singapore supermarket: page 66 
Money-making art: page 66 
Tomorrow's markets: page 68 
Fair way to profits: page 69 
` Securitised fillies: page 70 

Fund of funds: page 70 


A LT 


t 


ed. ; 
Single -— Property Ownership Trusts 
will be relatively simple» They. will be 
trusts (not companies); which own a 
single property and which pass the ren- 
tal income directly. to: investors. -The 
trusts are promoted by.a group of well 
known. financial and- property : com- 
panies under the name of the Barkshire 
Committee. They will also have the at- 
traction of tax transparency but, unlike 
















-the certificates, they.will not be allowed 

























long Treasury yields going 
_ new peak before reality set in. 


Australia, on the other hand, managed to sustain falling 
‘est rates and a stronger currency, though there was scant _ 
eduction in the current-account deficit. One 
th ‘ent passion of West German investors for 
ag Australian dollar bonds resulting in a plethora 
est German institutions for swai 





even though 


een small — and foreign interest. 





the month, though 
vaar  earlie 
ts of! 





l- 


gest that fears of recession are stronger than of inflation. 
„Inflation, however, is again a factor in the US on the heels 
of the dollar decline and a sharp fall in the bond market with 
ng ‘ields. back above 8%. Wall Street tried 
to make light of this and the Dow Jones Average reached a 


‘those markets which could go out of fashion equally | 
The stockmarket continued to boom helped by gold 
the price gain in Australian-dollar terms has 


Helped by some enthusiastic London fund managers, 
West Germans have re-acquired a slight taste for their own 
‘stockmarket after. months. of gloom. Prices, rose 5% over 
that still left them 11% 
Switzerland followed suit, Euro pa i 
t were rather featureless, with London down. 
~ „ittie despite a strong sterling and hopes for Prime Ministe 







purposes, Itis 





down ona | 
pean mai 


Margaret Thatcher's re-election, and Paris 

In Asia, however, there were new r 
everywhere except Hongkong. Seoul and Taip 
powered ahead — despite government efferis in | 
Korea to cool sentiment — without any significant help 















iito- borrow money. This makes them the 





likely to go into liquidation like certain 
“similar schemes in Australia. However, 
the lack of gearing will also make their 
. performance less dramatic on the upside. 
.. The third instrument, the Single 
«Asset Property Co,, will pay corporate 
-tax.of 35% on profits. Foreign investors 
and expatriates may not be able to re- 
cover this tax in full (if at all), but. the 
company will be empowered to borrow, 

and reap the benefits of leverage. — 
But should personal investors of any 


type bother with these new instruments: 


at. all? Few individuals have a view on 
whether an office in one street or 
“another is a better investment. They 
) often prefer a professional to. choose a 
range of properties on their behalf; in 
other words, investing in a normal prop- 
erty company, These new instruments 
“ may make more. sense for institutional 
investors which want to buy and sell 
property investments with less delay, 
costand paperwork. _ 

_ However, these schemes have three 
ial attractions for personal invest- 
“ors, One is the special tax position of the 
-certificates and trusts. The second isthe 
¿close relationship that is likely to exist 








between. these instruments and the 
“property market itself. If ever the value . 


-of the instrument falls ‘to a significant 
discount against the property market 
. proper, then some company will very 
likely launch a takeover and sell the 
_ underlying property. Thus the invest- 
ment will be more closely tied to the 
property market and less to the market 
in equities. 
Thirdly, the investor will be able to 






schemes will probably concentrate on 
the rarefied top end of the market 
where properties cost more than £50 








‘safest of the three schemes and the least 


get particularly good value. The new, 





YIELDS ON BRITISH PROPERTY, 
SHARES AND 25 YEAR GILTS J 





million (US$80.64 million). At this 
level, the number of possible buyers 
becomes rather limited. That means 
that the price in relation to the rental 
income is lower. The yield on a £100 
million London office block is around 
7%, whereas that.on a £10 million prop- 
erty stands at 6%. So investors may 
benefit from the 1% extra annual in- 

come, 
IN ciwithstanding these advantages, 
investors might’ be wise not to wait 
for these new schemes but to invest, im- 
mediately in British property shares. 
Commercial property prices currently 
look very firmly. based and property 
company net asset values will more than 
reflect any improvement in prices, be- 
cause the companies are all financially 
geared, ee 
According to Phillips and’-Drew, 
property investment companies (as op- 
posed to property development com- 
panies) are selling at an average 11% 
i i asset values at pre- 
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£3.93. 


ee 
-a 10-15% rise in 1987 may be 















panies, Phillips and Drew current} 
ommends Land Securities at £4.09 
Hammerson A at £5.33 and MEPC 













Meanwhile, what of the reside 
property market, which has already pe 
formed so well? According to Savi 
index, prime residential London pro 
erty has risen by more than 27% annu 
ally at a ig oie rate over the pa 
four years. y rat 























is extraordin: 
growth qon to be slowin, 
even so, Hampton and Sons 













g i 
Over) 
cautious. ; na 
Although Londoners are astonished 
at the prices, there are still some bullish 
factors at work. London's importa 
as a financial centre continues t0 gi 
and the highly paid financial executi 
need to live in London because the 
tend to work such long Hours. Also. if 
the Conservative Party wins the elocti 
that is likely to be held this ye 
government will probably. re 
higher rates of income tax.” 









































prime London residential property 
Henderson admits that the unit trust 

not kept up with the market, largely be- 
cause it has pot been able to i the 


keep cash reserves at all times (in case of 
redemptions and to meet operating e 
penses), and bear Henderson's man: 
ment fees, the fees of the fund's 
erty managers and the cost of 
valuations. Some of the cosis wer 
ticularly burdensome in the early 
of the fund. Now that the fund 
established, they should not be 
such a drag on perio 



































a The business of man- 
a other people’s 


Í money is booming in _ 


i Singapore. Surging 
| stockmarkets, rising 
f incomes, better edu- 


i cation and specific tax 


s for the indus- 


j aL Authority 
ingapore (MAS, the quasi-central 
| does not give putes to for 


local . investment-ser- 


1 the time the ‘Sagapore 
overnment first mooted the 

of privatising parts of the | 

ovident Fund (CPF), 








in the past 12 months, the fastest 
growth of any of the firm’s offices 
worldwide. When Overseas 
Bank Investment Management launch- 
ed a global investment trust in Singa- 
pore at the end of March, several 
hundred people turned up for the pre- 
sentation, many more than originally 
expected. 

Singapore offers all the basics for in- 
vestors: a developed financial market, 
good telecommunications, confidential- 


SINGAPORE’ S FUND BAZAAR 
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ent geographical market to. Hongkong, 
namely the Asean region. One adviser 
says that half his individual clients are 
non-residents and almost all of them 
come from Asean, with a few from as far 
away.as Australia and Hongkong. 

Tax treatment differs accordin 
where the investor is residing. Since 
1985, the Singapore Government has 
levied ño tax on investment income or 
on capital gains on the portfolio of 
clients who are designated as non-resi- 
dents for tax purposes. The tax’on in- 
vestments held by Singaporeans, how- 
ever, is a grey area, according to special- 
ists. Tax is due on investment income 
earned offshore that is repatriated ‘to 
Singapore. 




























If the money is kept offshore 
“and outside a Singapore Asian’ 
Currency Unit (a banking office 
which deals in the Asian-dollay 
market), it is not liable to tax. 
This means residents cannot. 
have their money managed in. 
Malaysian and Singapore stocks 
if they want to avoid all taxes, 
unless the scrip is managed by a 
fund manager outside Singa- 
pore. Three tax advisers have 
given one firm’s customers 
three different views of their tax 
liabilities. 
_ Hazy tax positions seem to`- 















-$$29 billion (US$13.6 bil 
ion) forced-savings scheme. 
unds under management by 
his company have doubled 














have done little to deter people, 

because the pickings have been 
so good in comparison with al- 
ternative channels for invest- 
ment. Banks are paying 3.25% 
a year on three-month deposits, 

the current CPF interest rate is 


BEVIEWTABLES by Andy Tang 













£31 million (OS$50.2 million) 
a paid recently at: auction for the late 
Juchess of Windsor’s jewels and £24.75 
ace for a painting of sunflowers by 
have suddenly reminded 
e that works of art and collecti- 
can be good investments. In fact, 
ces of art and collectibles look as 
though they might be about to perform 
particularly we 

. Thisis the time in the economic cycle 

hen commodities and assets such as 
which tend to lag behind stockmar- 
ets, begin to catch up. Investors are 
looking for alternatives to overheated 
stockmarkets and hedges ‘against any 
return of inflation. Works of 

the bill. : 

























Tn the last few years, 1 art has ander- 


rformed stockmarkets, but art prices 
re currently accelerating, In 1986, 
pe as measured by Sotheby’s Art 


18% in sterling terms, 


» 


f ose major stock bourses. But the 


rity of that improvement came in 


oney-making art 





jo. the performance | 
modern painting 





the second half and was accompanied by 
heavy volume, As with the stockmar- 
ket, a rise on heavy volume is good sign. 
If art prices are about to have a par- 
ticularly good run, which is the best seg- 
ment of the market to pick? One way of 
choosing is to follow the major new 


force in the market, the Japanese. The 


Japanese invasion of the art market in 
the last few years has been exemplified 
by the fact that Japanese companies 


were responsible for both the above 


headline-making sales: Heiwado Trad- 
ing bought the most expensive lot in the 
rain of Birs sale, a Ji-carat 


pens Bi Sfr 4.73 million 
kT 15 ñ), and Yasuda Fire 


and Marine Insurance tripled the world 
record price for any work of art in its 
winning bid for the Van Gogh. 

The Japanese do not usually buy 
Western jewellery, but they are strong 


collectors of Western Impressionist and 


modern paintings, which is partly why 








prices (measured in 
som have doubled since Septimber 








1983. At Impressionist auctions in Lon- 
don these days, Japanese buyers tend to 
‘buy 20-30% of the lots. 

But Impressionist paintings — by far 
the most successful sector in the art mar- 
ket because of their widespread appeal — 
are now beyond the pocket of most peo- 
ple. Other sectors favoured by the Ja- 
panese are European paintings of the 
19th century and before, prints, Art 
Nouveau, Japanese and Chinese works 
of art, musical instruments (especially 
violins), wrist watches, studio pottery 
and — most affordable of all — teddy 
bears (a top price antique teddy bear 
can now fetch £5,000 at auction). All 
these sectors are likely to benefit from 
continued Japanese interest. 

One of the most accessible sectors in 
which the Japanese buy is Chinese 
ceramics. Prices in this market have 
‘been sluggish in recent years, partly due 
to the need to digest the previous spec- 
tacular rise in prices, and partly because 

overnment continued re- 

plies into the market. 

‘But now the consolidation phase seems 
to be over and the sector may be about 
























to do very well again. Thes second half of 
















since the be- 





E Be industry is divided according to 
A the amount of money an individual 
{has to invest. A person can buy units for 
| .as little as a few hundred dollars from 
one of the several unit trusts in Singa- 
«pore. (or others established elsewhere 

and sold locally). Transaction fees are 
“high at this level of investment, with 
some unit trusts charging a front-end fee 
of as much as 5% for the investment. 

. A fund.manager will never turn away 
a millionaire, but each tends to special 
**~.in a particular segment of the mar- 
... Hill- Samuel. Merchant Bank Asia 

‘wit help to: construct a portfolio. of 

bonds, equities and currencies for an in- 

vestor with as little as $50,000 or the 
equivalent. Wardley Investment Ser- 
vices; -a unit of. the Hongkong and 

Shanghai Banking Corp., caters for cus- 

tomers with a minimum of $$220,000, 

The portfolio can be tailored to the indi- 

vidual’s. needs or, managed along: the 

lines of.a computer model of a diver- 
sified, international portfolio mainly 
made up of equities. Other institutions, 
such as Credit Suisse First Boston and 
-Algemene Bank Nederland, tend to ser- 
vice the better-off clientele with a mini- 
mum of $$2.2 million to invest. 








_ Fees for services vary widely, usually 


depending on the degree of individual 


“lateral to borrow from that institution 





portfolio and up to 70% for bonds. 
viduals hrig of putting their savings 









nual fee charged by a fund manager on a 
papap basis. Transaction charges 
or the purchase and sale of shares are 
not usually included in the annual fee, 
though such charges are very often con- 
siderably lower than they would be if 
done by the individual acting on his own 
behalf. One adviser suggested commis- 
sion charges on block.transactions could 
save individual clients up to 90% of the 
cost. In addition to these fees, some ad- 
visers also charge a custodial fee sepa- 
rately for holding the certificates. 
Each institution has its own invest- 
ment products to sell and these usually 
take the form of different. instruments 
packaged in such a way as to enable the 
individual to participate in a particular 
market, whether it.be currencies, com- 
modities or whatever. Most managers 
will also invest, if so advised, in rival 
firms’ products. Development Bank of 
Singapore, for example, has a unit trust 
called the Shenton Growth Fund, which 
invests in Singapore and Malaysian 
stocks. Union Bank of Singapore offers 
funds which invest in stockmarkets 
around the world or in gold-mining or 
raw-material companies. 
Almost all fund managers al: 
customers to use their portfolio 












































Benchmark tong-term. | 
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Futures contract 
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for further investments. Wardley, for 
example, will allow clients to borrow up 
to 60% of the value of. their ¢ uity 
ndi- 
to work should always remember that 
markets that go up also come down. It is 
a pretty safe assumption that the higher 
the return, the greater the risk. 
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the sale of the T. Y. Chao collection, | 


one of the world’s best, in Hongkong on 
19. May offers an opportunity to buy 
me fine pieces. 

_ Following Japanese taste (or, even 
better, anticipating it) is probably the. 
best tip in the art market at the moment. 
But an alternative is to invest in a sector 
of the art market which has been un- 
fashionable or overlooked. Sotheby’s 
believes that glass objects are particu- 
larly undervalued. Glass has the attrac- 
tion of limited supply and scarce 
craftsmanship. 


Tr other sectors which have lagged 
8 behind are continental ceramics and 
Continental silver. They have only risen 
to 372% and 258% of their 1975 values 
respectively (compared with the rise of 
modern paintings to 656% of their 1975 
values and 515% for art prices overall). 
They therefore offer good value. With 
internationally known manufacturers 
like Meissen, they may underperform 
the sectors preferred by the Japanese 
but price growth will probably have the 
virtue of being reliable. If the Japanese 
happened to develop a taste for them, 


‘figious art. 


work of art as an investment, buyers 





















then prices would move ahead quickly. 
One sector which the Japanese are 
unlikely ever to move into is overtly re- 
The sector is likely to con- (Performance of unit truate recommended by fund managers, 
tinue to underperform others for this |" PU Moi Mone Hevi. è lainey a8) 
reason, and also because of growing sec- 
ularism in the advanced Christian world 
and the lower revenues of oil-rich Is- 
lamic states. i ; 
In sum, the best bets at the moment 
may be Chinese ceramics, European 
fine art, wrist watches, pottery. and 
teddy bears. But before acquiring any 


Gartmore Managed 
‘Trost 

Gartmore Orieintat 

Venturas 









should bear in mind that transaction 
costs, are high. Sotheby’s typically 
charges 10% to both the buyer and 
seller, making at least auction-bought 
art only worth buying for the long 
term. If one buys through a dealer the 
mark-up is likely to be much higher and 
there is also a greater risk of being 
duped. à £5 : 

On top of these drawbacks, there is 
no income, On the contrary, there is 
negative income in the shape of insur- 
ance costs. In. view of ail thes, only buy 
the art and.collectibles which you like, 

— James Bartholomew 
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: oday’s opportunities : 


‘By Anthony Rowley in Hongkong 
l ER The major Latin 
American’ stockmar- 
kets like. Brazil or 
Mexico,’ are for the 
brave (REVIEW, 26 
Mar.), but if even 
those are too tame, 
i | im how-about a punt in 
Egypt or El Salvador, Papua New 
Guinea or Peru — or even Zambia and 
Zimbabwe? Getting in is not as far- 
fetched as it sounds, and does not in- 
volve the investor in anything more in- 
‘trepid than buying shares ina managed 
und — the Templeton Emerging Mar- 
ets Fund Inc., to be precise. 
In fact, this is the second emerging- 
markets fund, the first having been 
unched last year by the International 
Finance Corp. (IFC), an arm of the 
World Bank, though the approach is 
somewhat different in each case. 
Whereas the IFC fund was aimed ini- 
ially at large institutional investors, the 
Templeton vehicle is available to indi- 
viduals and institutions who are looking 
for “long-term” capital appreciation. 
The initial (primar pene of 10-mil- 
lion shares at US$i0 each was snapped 
3 — the underwriters say they could 
ve sold US$1 billion worth and the 





for listing on the American Stock Ex- 
change in New York so the secondary 
. market is open to investors. 


exotic markets — the new fund is able to 
invest in 42 low. and. middle-income 


“Tokyo are still going great guns? 
Perhaps the best and simplest answer is, 
precisely © because: major markets 
(Tokyo in particular) are so hyper-ac- 
tive and overvalued nowadays. 

The higher such markets go, the 
greater the gap becomes between the 
Bee of stocks and their true worth, 

based on earnings and asset values. In 
the long run, the potential for earnings 


n developing markets sheltered as yet 
rom the torrent of liquidity which has 
renched (and:may yet drown) Tokyo 
‘andothers. 


nual returns. (in US dollar terms) in 


Chile and India, for instance, between 
76-and 1984 were around 20%, and 

in rison, US. 

ocks have yielded total returns of 12%" 


% in Jordan. For comp: 


shares immediately went to a 50% pre- | 
mium. The shares have been approved 


“Why bother trying to. access such 


countries —,. when. Wall Street and ` 


and asset appreciation must be greater ` 





over 10 years and 8% over 15 years. 

There is a firm movement now — 
and a long overdue one — to open up 
developing markets to outside invest- 
ment, if only barriers such as currency 
restrictions, tax problems and other reg- 
ulatory obstacles can be removed. The 
IFC, to its credit, is using its own 
Emerging Markets Growth Fund 
(EMGF) as a lever to prise open emerg- 
ing markets (helped along by the econo- 


shares of 





mic leverage of big brother, the World 
Bank). Thus, the EMGF’s objective is 
very much geared to investment in the 


domestic stockmarkets of Latin 
America, Africa, the Middle East and 
parts of Asia. : 


Templeton has a somewhat different 
approach for its Emerging Markets 
und. It will invest in stockmarkets of 
treet countries wherever possible, but 
also buy equity securities of “com- 


wil 






















EMERGING MARKETS IN WHICH TEMPLETON 


FUND MAY INITIALLY INVEST 


RENENT 


panies that derive 50% or more of their 
total revenue from either goods or ser- 
vices produced in emerging countries, 
or sales made in [such] countries.” This 
is a bit like investing in the shares of a 
Hongkong-based China trader rather 
than in China itself, but initially it may 
be the only way of accessing the econo- 
mic-growth potential of developing 
countries on behalf of foreign investors. 

Templeton’s fund can thus be seen as 
a provider of “mezzanine” finance — 
something between venture capital and 
conventional investments in listed 
stocks and shares. It will invest in indi- 
vidual enterprises in the emerging coun- 
tries, but only where there is an estab- 
lished intention to list the stocks of that 
enterprise on some stockmarket at 
some future date. This is to prevent 
liquidity getting locked up in long-term 
holdings. A maximum of 25% ‘of total 
assets (and generally not more than 
15%) will be invested in non-publicly 


traded securities. 








apua N 
which are li 

lia. It is possible, says the Templeton 
fund prospectus, that “in the future, suf- 
ficient numbers of emerging-country 
equity securities will be traded on secu- 
rities markets in industrialised countries 
so that a major portion, if not all, of the 
fund’s assets would be invested in secu- 
rities traded on such markets, though 
süch a situation is unlikely at present.” 

Theré are various health warnings in 
the Templeton prospectus. For a start, 
it is suggested that “the fund should be 
considered: as a vehicle for investing a 

ortion of an investor's assets in 
‘oreign-securities markets and not as a 
complete investment programme.” It 
also lists other potential nasties, such as 
restrictions on foreign investment and 
repatriation of capital in emerging mar- 
kets, currency fluctuations, price vol- 
atility and poor liquidity as well as p i 
tical and economic risks, such as 
propriation or nationalisation. 

The fund wilt hedge against at least 
one of the risks — exchange-rate fluctu- 
ations — by entering into forward 
foreign-exchange and currency-futures 
contracts, and for temporary 
“defensive” positions — pre- 
sumably if the managers 
think risks look high all 
around in developing mar- 
kets — it will be able to in- 
“vest up to 100% of its assets 
in short-term money-market 
securities, which include 
those as unexotic as US 
Treasury Bills. It can also 
hold equities which do not 
qualify as emerging-market 
securities if it wishes. 

Some of the 42 markets 
which do qualify as being 
of the emergent variety are, 
in” any ‘case, ‘hardly ` terra- 
sepa incognito for fund manage 
nowadays. They include Hongkong at 
Singapore, for instance, which slip in 
because the World Bank classifies them 
as being middle-income countries and 
Templeton’s definition of an emerging 
fharket is one in a low or middle income 
country. 





tis, of course, easier for the IFC tc 
employ funds subscribed by large in- 
stitutions or foundations in risky situa- 
tions than it is for Templeton, whict 
may not be responsible to widows anc 
orphans but will no doubt have some 
high net-worth individuals and perform. 
ance-conscious managed funds breath 
ing down its neck. It would be a pity i 
this led to a concentration of effort or 
the better-known equity markets and li 
quid instruments rather than on thos 
where tisk/reward ratios: are greater 
This seems unlikely, however, knowin; 
Templeton’s record. > 
The group of 35 underwriters, led b 
Merrill Lynch, who acted as midwive 

















ys 
much of its exotic appeal w jarke 
ing it to the super-liquid US pension 
funds and other institutions which.are 
increasingly anxious to. di 
portfolios and to find markets for the fu- 
ture. They would not be impressed by 
being told that their money ts safer in, 
say, Hongkong Land shares and US 
Treasury bills than in Peru or Paraguay. 
Templeton’s approach, 
ous, is probably prudent and practical 

of the emerging 


Cayman Islands-based Templeton, 
Galbraith & Hansberger, which man- 
ages the (Florida-registered) fund, will 
‘take an annual fee (payable monthly) of 
1.25% of net assets and an additional 
0.15% annually (also payable monthly) 


will go to the fund's “business man- 


ager,” Securities Fund Investors, a 
wholly owned subsidiary of Templeton. 
^ ~srepatée fees are, Templeton admits, 
than those paid by most other 
i vestment companies,” but it 
claims that the special nature of the fund 
. means that more time and expense than 
usual must be spent on selecting invest- 
“ments. The president of the fund is 


J. Mark Mobius, formerly head of the 


-Taiwan-based International Investment 
who is now running Templeton’s 
ions. from a new office in Ex- 

nge Square, Hongkong. 








-a fair way to profits 


By Bruce Roscoe in Tokyo 


J apanese golf-club membershi 
lyare ee securities off 
promise to play instead of a pror 
pay. In fact, they have also p 
serait that a good man 
and. small-time investors. 
millionaires almost oy 

ship of the most 
Tokyo’s Koganei Country Club, now 
costs around ¥400 million (US$2.7 mil- 
lion), compared with the original cost of 
¥ 100 million. 

Foreigners can: forget about joining 
Koganei, as the club accepts only male 
Japanese nationals over 35, Of the 16 
main golf course in Tokyo, eight say in 
their rules that they exclude non-Japan- 
ese. The other eight may not cite nation- 
ality as a reason for rejecting an applica- 
tion:, The. association ‘of brokers. for 
courses in the greater Tokyo area says 
about half of the courses in the region 
accept non-Japanese as members: For- 
eigners are among those who. actively 
trade memberships as. investments. 

South. Koreans need not apply, it 
would seem. Some Prahe Swill admit 


legal- 


Ma Tapones 1 
membership as 
This i is Bees 


eabinet m 
or Liberal. De: 
leader is not worth his se 
cannot treat clients to ad 
course within easy driving di 
Tokyo. 
The market in these meer 
estimated to be worth from 
and is regulated only by i 
of brokers. The Tokyo b 
tion has 103 men! 
sociation believes ow í ; 
rate in Tokyo. Investors are wise 16 
only with assaciatio 
Buying 4 
enough, bu dent p $ 
not. Investors should ask to see a 





~ PEC International Fund and GT Management Europe Fund 


T he PFC international Fund is:a unique investment concept bringing 
together some of the best funds and managers available in Hong Kong and. 
offering three investment strategies. 


One of these, the Specialist Growth Fund, is invested ina wide range of 


intemational equities and has shown an increase of 121%" since launch in 
; April 1985. 


GT Management's Europe Fund has contributed to this performance with a 
growth of 168%" over the same period. GT have an outstanding performance 
record and are one of the largest independent fund management groups in Hong 
Kong. Together with PFC International Portfolio Fund, GT Management aims to 
provide long term returns for its investors while seeking to avoid excessive risk. 


To take advantage of this i impressive blend of funds complete and return the 
coupon below. 
* Figures ftom SCMP bid to bid. The price of units in these funds cari go down as well as up. 


Mr, David Wilkie or Mr. Vin incent Ohan ; 
Personal Financial Consultants: Ltd. 





course's membership list. 1E the course 
































































an rarely play because o 
Some unscrupulous. courses will regu- 
ly tell members that they must book 
from three to six months in advance. 
Meanwhile, they encourage as. many 
green-fee paying non-members as possi- 
ble to play, to boost income. Members 
must also pay green fees (usually of ¥ 20- 
30,000) but non-members pay more. 

The other type of course demanding 
caution is the unbuilt‘one advertised for 
completion “in a few months.” It may 
not be completed for years, not having 
solicited enough members. These non- 
existent courses often draw many unsus- 
pecting low-budget members who can- 
not afford the cost of joining an estab- 
lished club. 









O nce a safe course is identified, pos- 
sibly through any of several 
lagazines. specialising in course intro- 
ductions, the investor can contact a 
broker, who will take 2% commission 
nm the cost of membership, and in addi- 
‘tion the investor must pay a registration 
é¢ to the course, usually of 2-4% of the 
membership cost. 

The membership is'worth only what 
nother investor will pay for it. It can be 
‘redeemed for nothing: it entitles the 
-owner only to play golf on the course. It 
does not represent a ‘share in -the 
course's land or other assets. Many 
-banks, however, will accept member- 
ships as collateral for loans and finance 
companies will extend loans for their 
urchase; taking the ‘membership as 
“security. l 
Investors can monitor prices by 
either following quotations in a Nihon 
‘Keizai Shimbun daily, the Nikkei Sang- 
, which publishes. a weekly price. list 
f courses in the country, or by consult- 
ng with a broker. Prices are determined 
y buy and sell offer prices; though it is. 
mipossible to know exactly. at what price 
‘a membership changes hands. This is 
egotiated between the seller and 
uyer. Members of the Tokyo brokers’ 
_ group input buy and sell offer prices into 
he association’s mainframe computer, 
so a connected broker can quote prices 
or courses throughout the country. 
< Prices fell about. 18% in February, 
which some took.as a precursor of fall- 
_ing Tokyo stock prices. Brokers say the. 
< fall was a mere market “correction” 

caused by profit taking after prices had 
joubled,” and in some cases trebled, 
ince September, The market has since 
“bounded back, with buy offers outnum- 
bering sell offers on most days. 

Of 300 courses..monitored. by the 
| Nikkei Sangyo, 13 now cost more than 
< ¥100 million to join, yet inJanuary only 
41. six courses were. in this category. The 
: Nikkei Average for 13 Tokyo courses is: 





ow around ¥74 million, and ¥30-40- 


million is generally considered the low- 
est amount needed: for investment in a 
safe course. ae | 











By Hamish McDonald in Sydney 
"ai With the blurring of 
the edges between all 
forms of financial in- 
vestment, it is not so 
surprising that the 
most frankly specula- 
tive of all — betting 
ae on the racing: poten- 
tial of a young and untried. horse — 
should begin to take on a “securitised” 
nature, or that this should be happening 


farms are listed on the: Australian stock 
exchanges, while the country’s most fa- 
mous trainer T. J. (Tommy) Smith has 
floated his Sydney stable. 

This Easter will, as usual, see many 
millions of dollars put down at the 
major annual yearling sales. Along with 
representatives of wealthy racehorse 
owners such as Robert Holmes à Court, 
Robert Sangster and so on will be agents 
bidding on behalf of a proliferating 





number of syndicates which, under 
supervision from the local Corporate 
Affairs Commission, will put ownership 
into ‘small parcels usually costing less 
than the average farhily car. 

With 3,800 race meetings held a 
year, Australia offers about A$120 mil- 
lion (US$85.1 million) annually in total 
prize money. By next year 11 races will 





‘Al anaged funds —- unit trusts, mutual 

funds and the like — have been one 

of the great growth industries of. the 

1980s and it rather looks as though the 

fund of funds (a managed fund investing 

in other managed funds) will be the heir 
to that growth. 

Those with long memories (and suf- 
ficient years) will recall that the fund-of- 
funds concept came into utter disrepute 
following the Great Crash on- Wall 
Street in 1929 — and that Bernie 
Cornfeld’s Investors’ Overseas Services 
managed to. tarnish their image badly 
again in the 1970s. Could it happen 
again? 

In theory, the fund of funds is sus- 
ceptible to all sorts of horrors, such as 
the double or triple contractionary ef- 
fect in the event of bear markets, of the 
savage backlash potential of over-gear- 


their fees by portfolio churning, rebates, 
kickbacks and so on. In practice, there 








days against such things happening than 


like a good bear market of course for 
putting investments to the test. 


in Australia. No less than seven stud | 





Fund of funds: second coming 


ing and of the managers maximising | 





are a great many more safeguards nowa~ 


ond © 


carry first prizes of A$1 million, though 
the average  first-prize purse is 
A$13,000. Most horses have. about 
seven starts a year and earn an average 
A$3,000 or so in prize money. 

As the purchase price of a yearling 
may range from a few hundred dollars 
up to A$600,000 and. annual mainte- 
nance charges for stabling, training, 
spelling, feed, veterinary work. and the 
like run to about A$12,000.a horse, the 
odds on getting more than a tiny yield 
are therefore somewhat long -— though 
the “blue sky” is considerable. 

Yearlings can be bought either. di- 
rectly from the hundreds of studs, or +* 
pubic. auction —— the biggest being 

anuary and Easter (usually April) saics 

conducted in Sydney by auctioneers and 
bloodstock agents William Inglis and 
Son. The average price at last year’s 
Easter sale was about A$42,000 and 
slightly -higher.at this year’s January 
sale. > 

Selecting a yearling with potential is 
a matter of weighing its ancestry or 
bloodline with physical evaluation (on 
formation). This is a job for the experts, 
and. the would-be owner should have a 
professional bloodstock agent, vet- 
erinarian and. perhaps. his. preferred 
trainer working on his behalf. Their 








«The first potenti 
with the fact that if a single company’s 
shares can trade a heir underlying 
(earnings/asset) value. oh goc ` 
will, hope, optimism or w ver, th 
a managed fund can add a second layer: 
of value inflation reflecting the market’s 
assessment of the worth of management 
skills. Add a fund of funds to the top of 

and you have a triple 
ices to rise way above asset 
a bull market — and to crash 
sickeningly in a bear market. Moreover, 
if one fund of funds invests in other 
funds of funds, the scope for prices and 
valués to get out of line is awe-inspiring. 
The reality should be somewhat dif- 
ferent, at least for managed funds which 






































“the. Office. of the Commissioner for 





Securities in Hongkong approves. They 
will for a start have to invest mainly in 











there used to be, though there is nothing | a 





/ be complementary, sai 
Young of Sydney's respected 
Bloodstock Services. 

Four paths are open to investing in 


said Les 
oncaster 








picnic at the far 








horses (aside from gambling on races). 


or stud. He may own the horse as an in- 
dividual, making his own contract with a 
congenial trainer. He may join a private 
partnership (usually up to six individu- 
als), sharing the costs. More often these 
days, he may take a share in a public 
syndication arranged by one of a score 
of investment companies set up for this 
purpose (and jointly supervised by the 


cerned), 
_ Southern. Cross Thoroughbred in 


The investor may buy shares in a trainer 


jockey club and CAC in the state con- F 












shares in 


only A$33 a week, 
chase price at all, 








is also careful not 























might, for instance, invest in special ani- 
mals like the Korea Fund which is tech- 
nically an “open-ended” unit trust, but 
in: fact. is.more like a closed-ended in- 
vestment: trust and whose price can at 
times be well in excess of net asset 
value (NAV). But investment trusts, 
whose value is at the whim of whatever 
value the stockmarket puts on their 
shares {admittedly often at a discount to 
NAY). will not form part of the Hong- 
kong fund-of-funds portfolio. In short, 
Hongkong funds of funds should neither 
rise more rapidly nor contract more sav- 
agely than the underlying shares they 
are (directly) invested in. 


Te gearing option is not open. ended 
SE either for fund managers operating 
such vehicles. They are not allowed tobor- 
row in excess of 5% of asset value, and 
that is to provide liquidity for financing 
redemptions rather than for. share 
speculation. On the other hand, indi- 
vidual unit trusts in Hongkong are al- 
lowed to gear up to 25% of their asset 
values (which is a good deal higher than 
in Britain for instance) and that does 
mean the cumulative risk of assets fall- 
ing below the value of funds borrowed 

„to finance them is greater in a fund of 





funds. Just how great depends, of 








course, on how far individual trusts 
utilise their scope for geari ng -— and the 
extent to which markets fall in unison. 
Hongkong-approved funds of funds 
will not be permitted to invest in other 
funds of a similar type and 80% of their 
portfolio must -consist of funds au- 
thorised in Hongkong, which at least 
provides some assurance that the under- 
lying investments and their managers 
have been vetted. One positive virtue of 
the fund of funds (in the hands of virtu- 
ous managers, that is) is that it offers. the 
manager the scope of switching clients 


relatively quickly from one fund to | 


another or even into liquid holdings in 
the event of a decline in some particular 
sector or market. The ability to move 
fast without having to consult the invest- 
or in advance can be extremely valu- 
able, especially in a bear market. 

Given the way in which the fees to 
managers of funds of funds are struc- 
tured, the only incentive for portfolio 
churning should be the maximisation of 
performance rather than fees. The fund 
of funds will be permitted to charge a 
basic management fee (usually 1.5% a 
year of the portfolio’s value) and will 
not be permitted to pay front-end loads 
and additional management fees when 
it switches from one fund to another. 








champion bloodlines, was recently on | 

da monthly fee of | 
running expenses. 
cheap entry to horse 
P. was a public syndication of | said were m 
n a package comprising a two- 
‘year-old filly and a weanling filly for 
with no upfront pur- 


<- While ready with an impressive track 
ecord of past winners, Southern Cross 
cut out the emo- 
mal satisfaction involved in. owner- 









of 


| price is 


| are spelled, and ate 
work-outs before the ra 
sure, of course, would have to b 
| bined with holidays or busine: 
| foreign investors, whom Sou 
| Cross managing director Tony Cra 
ost welcome. 


| to develop a “sell mentality”. io 
poor-performers 
downside, he advi 






















fone,” an 






horse is where you. 


Sul, the BI 
sociation of A 
ing sta 
J foals will get to 
b about 


managers, 


i by 


| the same 


if 


the Personal 


| (PFC) International Portfolio Fu 

| The PFC fund, which breaks do 
into three modules - Sp n 
| Growth, Balanced Growth and erin 
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Income 








| was in 





| been 
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| growth of asset value in each of 


| US dollar terms). . 





alf will win 
Fillies are a rather 
than colts, as gelding is the 
medy for unsteadiness. If he dos 
| a winner eventually, of cour 
avenue of a profitable retirement 
is closed. Even an unproven $ 
mare, retired from racing because o 
jury, may have value for stud potentia 
The. prospectus for investment 
horses will always carry a “high 
speculative” warning, however muc 
expertise is applied and however wide! 
the risk is spread. 


Any rebates received.on charges for in. 
dividual funds will go to the unit holders 
in the fund of funds rather than to the 


This applies whether the fund of 
funds invests solely in other funds. run 
group, 
| Gartmore Managed Trust for instan 
| or partly in funds run. by the 
| funds own managers and partly 

run by other groups, a 
Financial 


will be not more than 
| vested in funds run by the mat 
themselves (Robert Fleming and Jar- 
dine Fleming) and the remainder 
funds run by various other manageme 
| groups — probably no fewer than 
funds in all. This characteristic makes 
unique according to PFC, The PFC 
fact launched in March 


| three sub-groups being around I0 
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“leven of the world’s 15 poorest 
we countries are landlocked. Improv- 
their economies depends largely on 
ncreasing employment in non-farm sec- 
ors, but stimulating trade, a key to this 
velopment, is difficult when interna- 
ional boundaries block their access to 
eaports. Although the UN Committee 
Trade and Development (Unctad) 
made concerted efforts to simplify 
rocedures for getting goods across 
tiers, these have met with only lim- 
ted success. A prime victim of this 
ailure is Nepal, whose exports still re- 
ire seven — and imports 10— sets of 
locuments to pass across the Indian 
border. Often it takes weeks to get all 
paperwork organised before a ship- 
ent can move. 
A 1983 study estimated that the 
dded cost of Nepal's transit traffic was 
it least 8% of GDP. This includes 
reight rates, insurance, port charges 
clearing. fees, as well as indirect 
osts such as lower consumption due to 
flated prices and inability to export 
mpetitively. Extra frontier expenses 
he forced use of uneconomic ports 
posed 18-25% higher costs over In- 
in traders in similar mountain areas 
h as Darjeeling and Nainital. 
While boundaries everywhere ham- 
per the movement of people and 
‘goods to varying degrees, Nepal and 
nearby Bhutan are further subject to 
ndia’s control over routes to the sea, 
means of transport and assorted proce- 
dures. The Nepalese refer to this as 
being “India-locked,” which under- 
tandably worries exporters and import- 
rs. Their main complaints are: 
Based on the present transit. treaty 
th India, Nepal's shippers. must’ use 
alcutta as their outlet to the sea. Cal- 
ta Port is the closest to Nepal, but itis 


India holds the key to 
landlocked Nepal 








also among the world’s worst. In a re- 


-cent survey rating 49 main ports in de~, 


veloping countries in terms of facilities 
and efficiency, Calcutta placed last. The 
port is plagued by pilferage, labour un- 
rest and damage and delays to goods, 
resulting in high losses and costs to ship- 

ers, including marine insurance rates. 

igh pilotage charges are also necessary 
for ships to negotiate 205 km of the 
Hooghly River to the open sea. 

Stevedores charged Rs 99-131 
(US$7.67-10.16) a ton in 1985 com- 
pared to Rs 8-14 at nearby Chittagong in 
Bangladesh. Containerised cargoes are 
levied the same per-ton charge as gen- 
eral cargoes, about 30% more than in 
Bombay and 50% more than in Madras. 
Nepal’s transit goods are given second- 
floor warehouse space which means 
extra handling ‘costs. Calcutta’s’ port 
traffic has declined from more than 10 
million tons a year to about 3 million 
tons in the past 15 years, as Indian ship- 
pers themselves have opted to use other 
ports, a choice not readily available to 
the Nepalese. : 

Godown space has been allotted for 
Nepal’s trade downstream from Cal- 
cutta at Haldia, a relatively modern port 
which has been handling a growing vol- 
ume of bulk goods and containers. But 
the location is unsatisfactory, because 
of the lack of convenient connecting ser- 


co ny 


Charles Stonier, a PhD in econo- 
mics from the University of 
Pennsylvania’s Wharton School, 
spent more than 20 years as a con- 
sultant on transport and related 
development problems, mostly in 
South and Southeast Asia. 





























vices, so Haldia is not being used for 
Nepalese. consignments. 
» Although Indian Railways operates 
one of Asia’s more extensive networks, 
it has never been easy for Nepal's im- 
porters to get suitable wagons which 
could pass’ muster with Calcutta cus- 
toms. A former bottleneck was the 
need for cargoes to -be shifted from 
broad- to meter-gauge wagons at Ba- 
rauni before forwarding to Nepal bor- 
der stations. Six weeks from Calcutta to 
Nepal’s chief entry post at Birgunj was 
considered normal, though three 
months was not uncommon. Today, no 
general cargoes move by rail between 
Calcutta’ and Nepal; ‘though some ce- 
ment and fertiliser imports are taken to 
Narayanpur Anant, a broad-gauge rail 
terminal about 130 km from the Nepal 
border, for transshipment by road. 
» Nepal's transit goods are subject t 
insurance to: cover duties by Indian Cus- 
toms should shipments. fail to- reach 
their destination. ‘The tariffs are pay- 
able on merchandise diverted, uninten- 
tionally or otherwise, into Indian mar- 
kets. Many countries require’such insur- 
ance, but in India the impost is based on 
local market values, which are some- 
times fictitious when India imports no 
similar. items» Values as high as nine 
times cif prices have been set by Indian 
Customs, = 

By 1984, premiums on many items 
had been reduced as they had no bear- 
ing on actual losses. Previously, ship- 
ments by rail had been informally 
exempted from duty insurance — the 
only advantage of using railways. Be- 
sides, treaty provisions allowed com- 
mercial transit by road only with special 
permission. When it was found that 
goods. were disappearing mostly while 
in railway custody — as much as 30% in 
the case of textiles — duty insurance 
was imposed on rail traffic, as well. This 
robbed the railways of their only advan- 
tage, so today transit goods cross India 
by truck much faster, safer and more 
cheaply than before. 





till, most irritations remain. No pro- 

gress has been made on the simplifi- 
cation of documentation in Nepal and 
India. Unitisation and palletisation of 
cargoes are unknown in Nepal. These 
impediments to the movement of goods 
impose unnecessary delays. As a result 
Nepal loses substantial benefits when 
projects are, typically, completed late 
and with cost overruns because goods 
are not available when needed. This 
causes cancellation of export orders and 
forces companies to carry large inven- 
tories, tying up scarce capital. This, in 
turn, cuts employment opportunities. 

So what can be done? In 1978 India 
agreed to let Nepal usean all-rail transit 
‘route across Bangladesh via Chittagong 
where port $ are about 15% of 

























need for. tansel from broad- to meter- 
; gauge lines .or for duty. insurance. 
|. Bangladesh has helped to negotiate low 
railway ‘tariffs; Nepal's transit ship- 
ments are given priority. Yet this route 
< has only been used sporadically, mostly 
for cement imports. 

_ The new route was not popular with 
private traders. Clearing transit goods is 









, documentation is needed as Indian ter- 
| ritory still has to be crossed. The railway 
border station is at an out-of-the-way 
lace called Radhikapur. Documents 
ill have to be processed in Calcutta, in- 
A ig certification by the Nepal Con- 
sulate. The extra time means more de- 
‘murrage charges. Besides, Bangladeshi 
wagons often do not match Indian 
standards, and Indian locomotives were 
' nòt always available. 

Other routes have been proposed by 
iving broad-gauge services between 
adesh and India, abandoned since 





















of Chalna Port, not much further from 
Nepal than Calcutta. Like, Chittagong it 

is cheap and modern. Experts from the 
‘Economic and Social Commission for 
Asia and the Pacific have deemed such 
routes viable, but that depends on In- 
dian cooperation. This has not been 
forthcoming, which means, in effect, 
that Nepal's- third-country traffic is 
ocked from the cheapest route — 
ding containers by truck to Chalna. 








‘Cheapest: way to the outside world. 
< Overland containers have plied the 
7,000 km between Kabul, in Afghanis- 
tan, and Hamburg:since the mid-1970s. 
The“ distance from) Kathmandu to 
Shanghai or Tianjin is roughly 5,500 km 
compared with 900 km to Calcutta or 
1,100 km to Chalna. But freight rates in 
China are so low that Nepalese shippers 
“would pay no more to reach Chinese 
ports than to get to Calcutta. In real 
“terms, of course, economic costs would 
be high, as, for example, fuel would 





“have to. be carted across 5. 000 m-high - 


passes. Yet the China card may be 

worth exploring further if forno other 

reason than to get a better deal from 
India. TE 
“Less far-fetched, with the Farrakah 
Barrage locks. finally open, is the possi- 
bility of barging transit goods along the 
Hooghly-Ganga-Gandhaki rivers as far 
north as Narayanghat in Nepal. Inland 
waterway operators claim that direct 
ship-to-scow’ transfers would bypass 
Calcutta Port and much of the paper- 
work, 

Although the traditional chaos at 
Kathmandu’s Tribhuvan Airport. go- 
downs has finally eased, poor handling 
procedures are likely to inhibit any 
major growth in air cargo. 

Nepal's transit trade-has been. gov- 
erned by a series of treaties with India, 
the latest in 1978 which was renewed in 
1985: Although it contains many articles 








o | which follow intern 





simpler in Bangladesh, but double ` 


and guidelines, the protocol’ and 
memoranda give frisé to numerous dis- 
putes. These and possible amendments 
are discussed by the Inter-governmental 
Committee (IGC) about once a year. 
There were times when the tenor at IGC 
meetings was acrimonious; more re- 
_cently the atmosphere’ has been more 
-cordial, though the ‘substance has not 
changed much. 
Thus, in practice, there remain justi- 
fiable demands by Nepal’s traders, such 








on. This would facilitate the use . 


nearest port is not always the | 





as the opening of more transit routes; 
making hired carriers’ responsible- for 
losses in transit by discarding separate 


duty insurance; allowing through billsof | 


lading between third countries and 
Nepal instead of shipping ona cif Cal- 
cutta basis only; generally ‘simplify- 
ing documentation by dropping India’s 
demand for Nepalese certificates of ori- 
gin when they are‘not needed by the im- 
porting country, and for Nepal import 
licences when these should’be ‘dealt with 
by. Nepalese customs alone. 

Nepal must still overcome the obsta- 
cle of India’s patronising attitude, UN 
efforts to improve transit rules have 
been partly frustrated by India’s insis- 
tence that this is strictly a bilateral mat- 


Cin a recent survey r. ing 4 49 
main ports in ’ 
countries in ter 


ter. But why should Nepal not benefit 


“from. technical advice which might well 
-help to improve India’s own trade and 
transport? Unetad staff have not been 
-welcome in New Delhi when the subject 
‘was'transit traffic; UN experts working 


in Nepal have been refused visas to, 


India. 

Nepal remains cowed. Towin India’ 8 
‘cooperation to proceed with a recent 
UN. Development: Programme/World 


` Bank containerisation: study, reference 


to. Bangladesh routes in the original 
terms of reference was dropped. In 


) practice, this means that Nepal con- 


: tinues to be‘denied the least costly way 
for doing business with the outside 
world. Nepal's trade ‘and transit prob- 
lems remain oe sensitive, espe- 
cially with India’s monopoly over transit 
‘routes. The best hope for Nepal is to see 
ifthe South Asian Association for Re- 

gional Cooperation — which has set up 

a-transport committee — will be ae to 
match words with deeds. 

“South Asia now has the shank for 
meaningful cooperation —— and for 
everyone's benefit, what better way to 
apply it than to trade and transport. In 
the interim, Nepal's traders will have to 
cope, as usual, as best they can.to keep 
exports and imports flowing. Their for- 
titude i is admirab p 
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‘Making 

into sales 
Malaysia's Proton Saga wins 
concessions from its partners 





















By Nick Seaward in Kuala Lumpur 
Tk Japanese minori 

‘Malaysia’s na l 
Proton Saga, have p 


support for pl 
door saloon. 





| 


Asia and to suppl} cheaper com 
priced in currencies other than yen. 

nent by Mits 
came early this month after mounting. 
speculation Bi the Japanese we 
obstructi owned Proton’s 





















cets (REVIEW, 2 
When the joint venture w 
conceived i in 1983, neither partner € 
pected Proton to start exporting 
least five years after the plant 
prora an in 1985, os w 

C would placed 
subishi Lancer model on which th 
was based. 
































.M. Ueda stated y 
that “the. apee shrinkage in 
the number of new passenger cars being 
registered in Malaysia over the past two 
years has led MMC/MC io believe that” 
Proton’s strategy to increase its expo: 
is an essential alternative strategy to be 
adopted.” 

: Ueda was in Kuala Lumpur headi 
a high-level delegation from M! 
MC which held a series of mecti 
the Proton management. Among 
ommendations the Japanese put fo 
ward were: 


>» An unspecified “comprehensive 
scheme” to*help Proton break into the 
export markets. 


» The transfer to: Proton of responsi 
ity for the manufacturing of body panels 
for assembly in other MC/MMC pl 
iin Southeast Asia, such as its 5 
owned plantin Thailand and ultimately 
| MMC’s own plants in Japan. 

» The increase in local content of the 
Saga, “particularly those parts that, 
quire the use of expensive dies arid 
ing,” through the transfer of the dies 
| and tools from Japan to Malaysia. 

» The reduction in debt-servici 
through the refinancing of | 
loans. This propos 



















































tillion) each. i 
The proposals: represent s ntial 
mcessions by the Japanese ners 

nd should go far in curbing mounting 

riticisms of the loss-making car plant 
d MMC’s supposed unwillingness to 

itout ‘predicament. Last year, | the Saga which is to be introduced soon. 

Malaysian company | This would make sense for MMC as pro- 

that it could modify the Saga to | duction of the old engine for the domes- 

ing it up to British standards in less | tic Japanese market stopped last July. It 

han 12 months compared withthe three | would also enable Proton’s US dis- 

soffered by MMC. It has also since | tributor, Bricklin Industries, to over- 

ranspired that the.engine supplied by | come a major hurdle it faces in bringing 

/ Me is an old design that will require the car up to US safety and pollution 

“expensive modifications to meet emis- | standards. 

n control standards.in the US. Bricklin had earlier estimated that it 

< (The concessions may also have been | would cost US$10 million to modify the 

imed to help defuse:a tense confronta- | Proton to meet US regulatory require- 
ion which is building up between the | ments. If MMC can supply the Cyclone 
< Government and another | engine before the end of the year, it 
























Japanese company, Nippon | would enable Bricklin to stick to its US 
Steel, over the erratic performance of | launch date of next February. The US 
the Perwaja Trengganu sponge iron and | distributor has-said it hopes to. sell 






ronthemarket. 
MMC has denied suggestions in the 
Malaysian press, however, that Proton 
is negotiating with MMC to sell the Saga 
through Mitsubishi's own. global dis- 
tributor network. MMC has distributors 
in more than 90 countries, including the 
US and Western Europe where Proton 
already has export plans at an advanced 
stage via Bricklin Industries and Export 
Cars Corp, respectively. 

Last month, Proton sold about 2,000 
of its cars on the Malaysian market, fol- 
lowing price cuts of around 6-9% insti- 
tuted at the beginning of that month. 
Sales in February had been a dismal 500 
units, compared with the plant’s maxi- 
mum monthly capacity of 10,000. The 
price cuts followed a 15% price increase 
announced last. July because of a rise in 
the value of the yen. Proton is hoping to 
sell around 20,000 cars in Malaysia dur- 
ing 1987, compared with 22,000 sold la~* 
year. 

































ONOMIC MONITOR 


| eee § os 





INDONESIA 










































till in the doldrums 
s Jakarta moves into the last lap. 
of -a` general election» campaign, 
‘pressure on the rupiah are 
ig. Despite the business com-. 
confidence that the paramet- | 
conomic and monetary policy | 
emain unchanged, there is: con- 
alk of when (not if) the next de- 
ation will occur, Last. year’s 31% 
luation has left a scar on local confi- 
e, with the lack of hard figures pub- 
le on both foreign currency 
ndon the level of govern- 
‘nt reserves adding to the rumour- 
ONBETING. “eos Ss 
Unofficial- sources put reserves held 
by government banks (as opposed to the 
commercial banks) at about US$5.7 bil- 
ion at the beginning of last December, 
ping to US$5.1 billion at the end of 
January but recovering to around 
$5.7 billion by the end of March... 
Moreover, the normal rush of money 6: Bank ol indonisie | 
jutwards before an election, spurred by REVIEW? ABLE by Richy Hul 
outbreaks of campaign violence, hasnot | which bankers say reflects state bank 
been seen this year. needs and portends further increas- 
However, it is clear that this year’s | es. 
erity budget is having an impact on Furthermore, the money supply has 
ink i decreased slightly since December, ac- 
) cording to Bank Indonesia (BI, the cen- 
called on by the government to raise lo- | tral bank). Its latest provisional figures 
cally much of the project finance that the | for M1, currency in circulation and de- 
government can ‘long mand deposits, stood at Rps 11.4 trillion 
‘Ore: (US$6.93 billion) in mid-January, a 1% 
: drop from December's figures. 
Consumer prices, based: on BPs- 
index for a composite of 17 cities, are on 
the rise again. After a 4.84% two 
month spurt at the devaluation and then 
November-December’s two-month lull 



























































of only 0.88% (resulting in a 12-month 
figure of 9.1%), February shows a 
marked increase, 1.46% for the month. 
For Jakarta alone, the CPI for February 
rose 2.43%. 

With the current-account deficit pre- 
dicted to remain high this year on slow 
non-oil exports, Jakarta-based analysts 
estimate the debt-service figure at about 
35% currently. The deficit rose from 
US$1.8 billion in fiscal 1985-86 (ended 
31 March) to US$4 billion in 1986-87, 
and foreign estimates see it staying at 
US$4 billion this year. But consider- 
ing the extent of the oil price fall 
and that. of other commodities, ana- 
lysts maintain Indonesia’s.careful man- 
agement is limiting the damage: effec- 
tively. we 

. Export income shows how deep the 
problems are. Exports for 1986-87 
earned US$16.7 billion, the lowest total 
since 1979, and down an estimated 
US$2 billion from 1985-86. The drop is 
almost totally due to the fall in oil and 
gas prices, which in recent months have 
infact moved upwards slightly. 

But figures for non-oil/gas exports, 
which are.supposed to grow as an offset 
to lost oil income, are falling. In De- 
cember, this sector earned US$540.8 
million, in: January US$$466.2 million 
ae in February just US$300.2 mil- 
ion, 

Overall economic growth last year 
hit around 2.3%, according to BI and 
some foreign estimates, but others insist 
that growth was negative for the year. 
This year, a 1-2% expansion in gross 
domestic product is foreseen. “The pro- 
ilisation is not over,” said 
mist. “There will continue:.to 

n 'audine England 











In the face of the impossible 


Dating back as early as 1100 AD, some 600 
fifty-ton moai statues were carved and dragged to 
destinations all over Easter Island to be erected 
facing the sea. Each face reflects both the skill and 
incredible conviction of mind and spirit it took to 
accomplish such a feat. It is this same skill and spirit 
‘hat inspires the highly trained engineers at Epson 

That's why Epson are a company noted for innova- 
tion. Epson were the first to design a printer small 
and fast enough to work in a calculator 
Then we further expanded our technical expertise 
into the highest quality and performance printers 
for PCs, Today, Epson are the world's leading 
manufacturer of printers. 

Epson were first again with a desk-top performance 
computer small enough to fit into a briefcase 


JAPAN: SEIKO EPSON CORPORATION Tel: (0266) 52-3131 
Tei 5-282555 Teles. 65542 TAIWAN: EPSON ELECTRONICS TRADING (TAY WAN BRANC 
SARANA HITECH SYSTEMS Tel. 711043 Telex. 44199 MALAYSIA: EQUATRON (MALAYSIA) 
COMPUTER LINK DATA SYSTEMS LTD Tal: 28641 Telex 2 


Telex 3362435 SINGAPORE: EPSON ELE 






N GHD. Tai: 7556322 


1321 THAILAND: SAHAVIFIYA INTERNATIONAL COMPUTER CO UD Taf: 2380295 Telex 87112 PHILIPPINES: U-B1XCO 


But firsts aren't our only interest. Our belief in 
progressive products which fill basic needs, led us to 
produce a wide selection of IBM® PC compatible 
computers. But we must admit their superior quality! 
cost ratio may well be a first, once again 

Recently our engineers turned 
Epson's early work with liquid 
crystal displays into an 
extraordinary flat-screen, 
hand-held, high- resolution LCD TV 
As for what's next, the sky's the limit 

At Epson, with our head in the stars, and our 
feet planted firmly on the ground, imaginative ideas 
are always flying in the face of the impossible 
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Epson. Where anything is possible 


IBM is-a registered trademark of Internationa! Bus: ness Macrine rporatior 
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It’s a stone lion. fen asi sted aly givin ta a ob Choa 
. Not surp! y, you'll find him and his mate outside the doors of The Dynasty, 
Aaa unique that combines the best of ancient Chinese culture with the 
Grane Western hotel comforts. So next time you're in Lion City, it shouldn’t be hard 
a to decide where to stay. 


È @® duriisty 


734 9900. TLX: DYNTEL CABLE: DYNASTY SINGAPORE. FAX: 7335251, 


E A aS HOT 
‘TIONS: UTELL INTERNATIONAL (WORLDWIDE. PRESTIGIOUS HOTELS RESERVATIONS SYSTEM-JAKARTA (679952) 
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=. When you've settled into your comfortable seat and 

2 Cathay Pacific's in-flight staff go about the business of 

| assuring that you'll “arrive in better shape” be sure to ask 
for your copy of the Far Eastern Economic Review. 
Available on all Cathay flights. 


Reading the Review while flying on Cathay Pacific 


a will assure that you arrive in better shape ... in 
E both mind and body. 
3 
s —Arrive in betierdupt 
i CATHAY PACIFIC * 
ž he Swire Group PH ÆN 
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It Yourself 


nized Authority 
oi in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of its 
kind. 
CHINA TRADE REPORT 
Provides A Broad Range 
Of Information 
Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of | 
others the CHINA TRADE REPORT 
essential reading for anyone doing, 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China. 


Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. 


Small Investment. . . 
Handsome Dividends 


Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now. A small 
investment today may pay handsome 
dividends later in saved time, energy and 





| Post this coupon today! 


Circulation Manager, 
Far Eastern Economic Review, Ltd., 
— G.P. Tora Box 160, 


| a enter my one subscription 
(12 issues) for the CHINA TRADE REPORT. 

| | enclose a cheque/money order of 

| made out to the Far Eastern Economic 
Review. Or, please charge my credit card 

| (tick one): 

| American Express O Diners Club O 

MasterCard O Visa O 
| (Please print in block letters) 


| Card No: 
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| Annual subscription rates: HK$2,310 US$300 
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FOR a convention to be successtul, the right mood is essential, One that helps foster good 
relationships between people. With plenty of comfortable, spacious roams not only for 
meetings, but for receptions, dancing and concerts, the new Austria Center Vienna does 


just that - for up to 9,500 participants. And it offers the very latest in technical facilities as 





well. All this in a city whose style of welcoming its guests can be summed up bya eeeeeee 
eeeeeeee 


kiss on the hand. a gracious and genteel form of hospitality which is ever present throughout 





their stay. So if you're planning to stage a conference or convention which gets 





people together, consider the new Austria Center Vienna 
eeeeeeeeae 


For more information, call (222) 23 69/300, write to A-1450. Austria Center Vienna A. UST aie CEN E = 


or telex 135024 
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| Singapore stoops to conquer 


==; courageous even — 


after some rather frivolous and naive. 
x f the past. The plans to | 


arket in government bonds 

er this month and the announced in- 

tion of privatising large sections of 

ublic enterprise are two connected ele- 

ments in the move towards a mature 
pital market. 

_ Both plans are imaginative and, 
from the government point of .view, 
risky in that they involve relaxing the 
stranglehold which the state has in 
Singapore over the formation and em- 
_ wteyment of capital. The proposed bond 
| Fket also. implies fundamental 
_ cuanges in the way monetary policy is 
conducted and ultimately an increasing 
_internationalisation of the Singapore 


J dollar, 


It would be naive to suppose that any 
of this is being done in pursuit of 
genuine liberalism in Singapore, any 
More than that China has permitted 


| economic reforms for reasons other: 


| than those of expediency. Singapore is 
- not a million miles intellectually from 
the Chinese idea that power — econo- 
| mic as well as political — should reside 
- with the state rather than with individu- 


als. Reforms are on trial tosee whether |3 


they can produce the economic goods. 

e E question is, what goods? Has. 
| the government acknowledged that 
‘state. capitalism is bankrupt of entre- 


. preneurial initiative and that: it:con- 


) demns Singapore to be a fiefdom of 
multinational companies? Hence pri- 
vatisation. Has it accepted, as some 


securities; The government then has to 
recycle money back into the economy. 
So why collect even more unwanted 
money via a government bond market? 
The answer may lie in part with an offi- 
cial desire fora more.efficie leans of 


probably is the 


no „government. bond 
market is an essential prerequisite for a 
corporate bond market, which in turn is 
an essential yardstick for corporations 
to measure the cost of capital and in- 
vestors to measure returns. South 
Korea has already learned this lesson; 
Hongkong should take note. Apart 
from public entities in Singapore, it i 

quite possible that regional i 


such as the Asian Developm Bnk 


might follow the government into the 
bond market. (Again another opportu- 


 uggest, that Singaporeans will not al- | 


_ Jays. acquiesce in having the govern- ` 


| Ment. pre-empt a major proportion of 
Si as, Ius setting a need for. more 
flexible means of national funding via a 

| bondmarket? : 
Or, as Shroff believes to be more 
ikely, is it simply that Singapore has de- 
| lat earning a living from financial 
services is less. vulnerable to recession 
and. protectionism than high-wage, 

i-tech manufacturing? Hence the need 
to make concessions ‘to capital-market 

- development. The impact which privati- 

sation could have on broadening the 

Stockmarket. in Singapore needs ‘little 

elaboration (REVIEW, 2 Apr.). The fi- 

nancial significance of a government 
bond market is perhaps less widely ap- 
preciated. 

‘There is no obvious economic need 
for. such a-market. The government 
does. not run a budget deficit and issues 
bonds to the Central Provident Fund 
(CPF) only to satisy that institution's 
constitutional need to hold government 


- chases‘ assmall as S$1, 





from 





is less of a worry for the government: 
than the fear that the bond market could 
lead to a significant internationalisati 

of the Singapore dollar once foreig 

get their hands on this major new source: 
of lar assets.T : 


è GOVERNMENT bonds will be 
quoted on the local stockmarket, which, 
is also set to benefit in local and inte 
tional terms from the introduction of 
automated market (Sesdaq) as well 

n eight tie-up arrangements 
reached between foreign and local secu 
rities houses. 


bonds wit 
conve 
othat th 


centre --- and the managed fund 
ncept certainly seems to be 
gaining ground among $ 
reans —- it should get rid 
the nonsense that forei ; 





nity Hongkong has missed to establish 
its regional credentials.) 
Singapore is serious about its bond 


; market, as is made clear by. recent parlia- 


mentary moves enabling the government 
to have, up to. $$30 billion (US$14.05 
billion) of bonds outstanding, and en- 
abling the public to buy them-in: pur- 
100. against the 
previous minimum ‘of ‘$$250,000. But 
the market will work only if the CPF is 
made to tender for bonds at*market 


| fates in. competition with institutions 


and individual investors, thus making 
the interest rate a genuine arbiter of 
fund allocation. Otherwise the whole 
exercise-will be artificial. 

The fact that the bond market will al- 
most certainly be. launched: (later this 
month or early next) in an environment 
of rising interest rates (thereby depress- 
ing the price of those existing issues held 
by CPF which will be marketed initially) 


panies. not listed in $ 

should have to issue a full pro 

even to have a rights issue in Singapore, 
The Hongkong and Shanghai Banking 
Corp.’s recent rights-shares wi 
available. to. Singapore shar 
because. the Singapore Re 
Companies. would not apply the dis- 
cretion he has to waive this requir 
ment. Neither was Hongkong Lan 
earlier rights issue. Shareholders we 
miffed. : 

There are ways around this (espe- | 
cially for managed funds), for instance 
by holding shares through overseas: | 
nominees. And Singapore holders 
in any case receive the rights proce 
not the shares. But that does not alter 
the fact that it is an administrative pon- 
sense to apply to internationally known 
companies what was presumably in- 
tended to prevent backdoor fund raising 
by spurious companies from certain 
Asian countries. 
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_| Hongkong share traders: futures index booming. 
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ohn Mulcahy in Hongkong: 
t capital market in Hong- 
experiencing its first. 
several primary issues 
‘already thin secondary 
‘to leading players. All |. 
pants seem reluctant even to | 
vice the term “bear market,” though., 
gnals implying the worst have become 
creasingly apparent. so Be e E 
The primary market was last tapped | 
Peking-owned, Hongkong-based 
ank of Communications, which came 
the market last month for HK$200 
million (US$38.46 million), in the form 
7.05% fixed-rate certificate of de- 
ysit (CD), and met severe resistance, 
ith the underwriters forced to absorb a 
ubstantial share of the issue. Some ob- 
servers were quick to cite the market's 
distaste. for “friendship” deals, which 
ave in the past given Peking-backed in- 
titutions borrowings at a discount to 
he market. i 
But the Bank of Communications 
issue was different, according to bank- 
ers, in that it was fairly priced, but badly 
timed, landing on a market suffering 
rious indigestion. At least four mer- 
“chant banks are believed to have unful- 
led mandates from primary borrowers 
‘hoping to slip through the gap created | 
by a bounce in the market. No new bor- 
wers have come to the market ‘since 
the Bank of ‘Communications, and 
“though there has been'some talk of pri- 
te placements, the primary market is 
to all intents and purposes in suspen- 

sion. ie res 

In an economy where the total 
sovereign debt is HK$1.5 billion, and 
with no government need or inclination 
to borrow, Hongkong’s capital market 
as been slow to develop, though it 


























































read prolifically during 1985 and | 





Lesson for young bulls 


Hongkong’s fledgeling capital market hits its first downturn 


1986. From humble beginnings in 1984, 
when CDs totalling HK$2.74 billion and 
commercial paper amountin to 
HK$1.85 billion were issued, CD issues 
nearly trebled in 1985, to HK$7.52 bil- 
lion, and commercial-paper issues 


soared to HK$12.09 billion. The expan- 
_ sion in CDs was even more dramatic.in 
1986, with 


rimary issues of HK$14.52 
billion, while commercial paper to the 


d | value of HK$11.84 billion was issued in 


that year. 


Froma base of 17 issues in 1984, the. 


_ capital market expanded to 69 issues the | 


following year and to 117 in 1986, com- 
prising 99 CDs and 18 commercial- 
paper transactions. ee 

Primary borrowers, such as the 
quasi-government Mass . Transit. Rail- 
way Corp.’ and the Kowloon-Canton 
Railway Corp., as well as the territory’s 
biggest property group, Hongkong 
Land, were active and willing non-bank 
borrowers. Their example was soon fol- 
lowed by other major corporate names, 
such as Cheung Kong (Holdings), 
Hutchison Whampoa and by utility 
China Light and Power associates, ‘the 
Castle Peak Power Co. and the Kow- 
loon Electricity Supply Co., all of which 
took the advantage of fund-raising op- 
portunities using commercial paper at a 
time when shareholders may not have 
taken too kindly to cash calls. 

More recently, and following a tre- 
mendous leap in share prices, com- 
panies requiring finance have found 
they can raise it far more attractively by 
issuing equity, at yields as low as 1%. 

By far the most active participants, 
however, have been. the banks, fre- 

quently through their deposit-taking 
companies, engaging in a variety of CD 
issues and spanning a range of arcane 
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hybrids now common in the leading fi- - 
nancial centres, with catchy acronyms 
such as Nifs; Rufs, Snifs and Rafts. A ~ 
intrinsic derivative of this stage of tl 
market's evolution was the swap, enabi-: 
ing foreign institutions to tap the ‘Hong- 
kong-dollar market and immediately 
swap back into their indigenous curren- 
cies. ee 

During a period when interest rates 
were steadily declining — from rates of 
11.75% attached to fixed-rate CDs in 
1984 to lows of 5-6%- last year — it was 
difficult for participants in the market to 
lose money. As in most raging bull mar- 
kets, the only sin was to he out of the. 
market, as paper bought today and held | 
for a ‘week ‘was bound to generate a 
handsome capital profit. 

Of late, the harsh reality of market 
cyclicality has set in, and holders’ of 

ongkong-dollar paper are in many 
cases showing notional losses on their 
investments. It is only by trading that 
the losses will be realised, and for those 
averse’ to this immediate impact on 
operating results there is the secure 
knowledge that the paper will mature ip 
three to five years. ` fs 

At least 75% of all capital-market 

paper issued in Hongkong is held by 
banks, and for the time being the 
margin between the average cost of 
funds — the 5.5% three-month deposit 
rate is a pointer to this — and the yield 
on the paper is enough to justify in- 
action. 











Son disgruntled stale bulls, who 
‘were expecting interest rates to kee 
falling (and bond prices to keep rising 
for a little longer, complain that. the 
secondary market has all but disap- 
peared, with the managers of many is- 
sues refusing. to make ‘prices in. the 
paper. But the bigger players, who in 
some cases have adopted the role of 
market-makers, reject thisclaim. = -7 
An informal grouping of the. bigger 
players, known by some market insiders 
as the Gang of Six, was seen to be acting 
to stabilise the market in the wake of the 

















Bank ‘of Communications ‘shut-out, 






nolo 







oes tha 
_ The market still exists, they insist, 
but prospective buyers and willing sell- 
$ are eyeball to eyeball, with buyers 
elusing to bid up, while holders balk at 
losses incipient in the prices being 
made.: For. the moment, neither side 
ceems ready to blink, and it is hard to 
foresee the circumstances that might 
tea break in the deadlock. 
talistically,-we’re all telling our- 











“The attitude prevailing among 
igger players is that the market is 
00 big to go away, so for the time being 
We're getting our heads down, finding 
something else to pay the rent, and wait- 
ing for the market to come back.” 
|. Another merchant banker, Nick 
| Whitehouse of Wardley, is equally san- 
guine. “The Treasury market in the US 
E in existence for 100 years, and 
“gone up and down,” he says, and the 
three-year-old: Hongkong market is 
bound to experience the same pattern as 
the US Treasury market. 
In. the. absence of a gilt-edged 
yardstick, such as long-dated Treasury 
stock :in the US or British Government 
bonds, the Hongkong market relies on 
| three-to-five year US treasuries as the 
| benchmark. A tailspinning US dollar 


) weaker Treasury market, with prices in 
_ the bond market falling drastically since 
“January. The recent rise in US prime 
` Yates has underscored the trend, which 
has seen six-month Eurodollar deposit 
rates creep up to 8% from 7:25% since 
the fourth quarter of last year. > 
While acknowledging that the US 
_ Treasury market may not be an entirely: 
reliable guide, Hongkong dollar bond- 
market. participants argue that they 
have no alternative, and their concern is 
heightened by the lack of any accept- 
_ le hedging mechanism. Theorists 
pint to US financial futures as a logical 
hedge for the Hongkong dollar market, 
but participants are wary of taking on 
the risk of exposure to another cur- 
rency, despite the Hongkong dollar’s 
¿peg to the US dollar. 
. One solution to this dilemma could 
be the introduction of a Hongkong dol- 
dar interest-rate futures contract, plans 
for which have been in gestation for 
morethanayear = ` : 
-o Early ° projections, subsequently 
proved optimistic, put the launch date 
‘at the end of last year, and some eager 








Hongkong Futures Exchange chairman 
Kim Cham cautiously refrains from set- 
ting a timetable. A key, he says, is to es- 
tablish the foundations of the market 
before introduction of the contract, and 
a form of associate membership enabl- 
ing financial institutions to channel 
business directly to floor members is 
under consideration. 





» sugge 
e market i antaba). 


€ paper does have an age,” says. 
Hurst, a-director of Schroders: 





has. led to higher interest rates and a. 


bankers: now look to June or July, but 












Cham conc en 
interest-rate fu 
established, while capital-market ope- 
rators go a step further, arguing that 
some kind of hedging mechanism is vital 
to the survival of the Hongkong-dollar 
bond market. Impatience among the 
banks is intensifying, with some capital- 
market traders arguing that the futures 
exchange lacks the will to accelerate the 
introduction of.an interest-rate futures 
contract, initially aimed at a 90-day in- 
strument, but. which could later’bée ex- 
tended by quarters. 





C ne problem with interest-rate fu- 
tures is their restricted audience, 


` which differs diametrically from the 


situation with the Hang Seng Index fu- 
tures contract, based on a market read- 
ily grasped by a substantial proportion 
of the investment-oriented ‘Hongkong 
populace. This widespread interest in 
the stockmarket has transferred to the 
futures contract, and on a record day 
this month more than 30,000 contracts 
were traded, notionally equivalent to a 
turnover of more than HK$4 billion. 
For interest-rate futures to succeed, a 
degree of speculation will be required, 
to provide the hedgers with a counter- 
party. While exchange insiders see this 
as an obstacle, bankers point to the 
notable success of similar products 
in London, New York and, more re- 
cently, Sydney. Their willingness to 


_ make the market will allow the contract 
_to overcome the immediate obstacles, 


until the idea is familiar enough to at- 


tract a more extensive spread of risk- 


takers... i : 

. The bankers’ anxiety over the fate of 
a highly lucrative market is reflected in 
their impatience with the Futures Ex- 
change over the futures contract. “We 


: understand the problems -associated 


with determining an acceptable Hibor 
rate {Hongkong inter-bank. offered 
rate], but feel the exchange members 
are so wrapped up in the success of the 
Hang Seng Index futures contract they 
don’t want to. be distracted by a new 
contract,” saysone. s< 
- Cham denies this is so, and says the 
new contract can be offered with little 
impact. on overheads, as the clearing 
and debiting systems are already in op- 
eration and members would’ simply 
have to begin trading the contract. He 
returns to. the argument. that a market 
base needs to- be established, to which 
bankers respond that several bigger 
players have agreed in principle to make 
a market in the contract, thus assuring 
liquidity. © 
AS a ir in the. armoury of 
Hongkong’s financial institutions, the 
capital market has proved that the terri- 
tory is mature enough to accept the 
complexities of esoteric fund-raising in- 
struments. How it copes witha slump in 
that market will be an even more signifi- 
cant indicator of the financial sector’s 
sophistication. 




























that the need for at 
res contract has been: 






















































[Holmes à Court: white knight or raider? 


inert anmiana panili istine aia aera 


COMPANIES 
a friend? 


Staridard Chartered remains 
a ripe target for takeover bids 


By James Bartholomew in London 

mid what seems like an uneasy 

“phoney war,” Robert Holmes 4 
Court's Bell Group International has in- 
creased its stake in Standard Chartered 
Bank (Stanchart) from 10% to just 
under 15%. What makes this “phoney 
war” particularly strange is that ni ; 
knows who will take part when | 
tilities finally breakout. Nor is it-at-all 
clear on which side Holmes à Court wil! 
be fighting. 

Holmes à Court was one of several 
white knights who came to the aid of 
Stanchart when Lloyds Bank made an 
unsuccessful bid last year (REVIEW, 24 
July 86). But now it is not clear whether 
the extra 3% stake he has bought will Aa 
help preserve the independence of Stan- 
chart or undermine it. 

Stanchart. interprets the increase in 
the Australian entrepreneur's stake asa. | 
welcome addition to the strength 
loyal supporter, making the bank 
vulnerable to takeover. Some b 
analysts agree. But others argue t 
Holmes à Court will not be willing toler | 
his strategic stake in Stanchart (now 
worth £195 million or US$316 million) | 
remain merely as a portfolio invest 
ment. The shares, at £8.38 each, are 
only slightly higher than they were 10 | 
months ago when Holmes à Court | 
bought his initial 10% holding. Given 
the strength.of world stockmarkets dure 
ing this time, Holmes à Court could ease | 
ily have done a lot better elsewhere, In| 
view of this, he might well be hoping for | 
a bidder to arrive on the scene. 

But who and when? Julian Robins 
of stockbrokers Kleinwort Grieveson 
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tered Bank.” 
=the timing and soi 
far from clear. iS 
Lloyds Bank is keeping its inten- 
tions secret. After the failure of its 
bid for Stanchart last. year, Lloyds is 
obliged under British takeover rules 
| to. wait until 12 July before it can 
| launch: another assault. But Lloyds. is 
_not in. an ideal position to make.another 
bid for Stanchart. 
Its own shares are languishing at 4.6 
imes its prospective. 1987 earnings, ác- 
cording to Kleinwort. Grieveson, 
whereas Stanchart’s shares stand at 
seven times prospective earnings. p 
: Another possible bidder would be an 
Australian -bank; Westpac is the one 
most frequently mentioned. Certainly 
Australian banks would like to increase 
eir international presence, as the Aus- 






































-Group’s takeover of Grindlays Bank 
‘demonstrated in’ 1984. But Stanchart 
would be an ambitious target for, any 
istralian bank because ofits size. The 
rrent market capitalisation of Stan- 
hart is.£1.3 billion. A bidder would 
ave to pay at least £1.5 billion. 

‘Other possible predators could be 
nother British clearing bank or a bank 
m the US or Canada. But whoever 
ay be interested, one of the uncertain- 
i¢s surrounding Stanchart is its true 
alue.. Is Stanchart worth taking over 
' with the shares already buoyed by con- 
t takeover speculation? 

The latest results were mixed. Pre- 
tax profits fell from £268 million to £254 
“million due to a mammoth increase in 
rovisions for bad and doubtful debts. 
‘On the other hand, heavy. hints were 
made that the current year’s provision 
for bad debts would be significantly 


res į 
< The stage is thus set for a rise in pre- 
tax profits of 30%: this year, according 








tralia. and New Zealand Banking. 


i n alyst , the expect 
ed rise in profits looks stage-managed. 
“The heavy provision for bad and doubt- 
ful debts (£184 million compared to 
£101 million the previous year) appears 
to-him to be a clearing out of the rubbish 
so that Stanchart can forecast a drama- 
tic rise in profits for 1987 to repel any 
possible unwelcome bid. 

This theory seems overly conspirato- 
rial. The doubtful loans which Stanchart 
made in Southeast Asia did not need 








| Africa, an ! 
East and South Asia, provisions for bad 
and doubtful debts. were actually re- 
düced in 1986: So the expected recovery 
in 1987 will be a genuine recovery just as 
the fall in profits was.a genuine fall. 

If things start going right for Stan- 
chart, the profit turnaround could be 
very sharp. Stanchart’s-equity capital is 
highly geared. The bank’s ordinary 
share capital and reserves only repre- 
sent 4.4% of its total assets. This means 
that a modest percentage increase in ` 















Stanchart: anachroni 


` stage-managing. They were painfull 





obvious anyway. Companies with well- 
known problems to which Stanchart 
lent money include Hongkong’s Wah 
Kwong and Tung shipping groups, Ma- 
laysia’s failed Pan-Electric Industries, 
and Khoo Teck Puat’s National Bank of 
Brunei. For a bank which has boasted of 
its long experience in international 
banking, Stanchart made some appal- 
ling loan decisions in the Far East. The 
bank barely made a profit in the region 


in its latest year. 





Meanwhile, Stanchart has shown it is 
not trying to exaggerate its bad-debt 


gross income could be translated into a 
big percentage increase in. pre-tax pro- 
fits BEY go 


This -growth potential and . the 
prospective . price/earnings ratio: of 
about. seven -make Stanchart look 
ad a reasonably good target for a bid- 

ery, sie ehe N A oie 

The prospective dividend yield also 
looks attractive at 6.2%. But the pros . 
fits (and the assets) have the flaw 
being based partly in Africa. Stanchi: 
made: 16.7% of. its pre-tax. profit last. 
year in tropical Africa. The bank’s abi- 
lity to remit freely all- profits from this 
region (and indeed some countries in 
other regions) must be doubted. So the 
peenar of generous dividend cover 
(2:8 times) is only that — an appear- 
ance. 

As is so often the case, Stanchart ap- 
IHE oa and hard to pin down. 

tanchart is certainly a | strange 

henomenon. As a former colonial 

ank with no substantial home’ base, 
Stanchart’s structure is an anachronism. | 
And.as a major British-registered com- 
pany owned largely by a few Far East 
entrepreneurs, its ownership is an od- 
dity. But one day a merger ora takeover 
battle will surely change Stanchart into 
something more normal and familiar. 
Meanwhile, there is a'strange and tense 
uncertainty, The. “phoney war” con- 
tinues. rl 
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(US$515,625) 









Won 26.53b 
(US$31.4m) 










[Won 1.85t 
(US$2.2b) 





M$2.61m 
‘| (US$1.1m) 





5.68 
{US$39.7m) . 





¥172.2b 
(US$1.2b) 












¥95.68b Net 


(US$669.1m) 








AG524.41m 
(US$376.5m) 


High returns on investment maintained despite shipping 
tecession and rising costs. 

Poor results reflect fall-off in overseas business inthe 
Middle East and rise-in uncollected receivables. Company 
may issue convertible bonds oversea this year. 






Operating profit amounted to ¥ 10:04b vs ¥10.27b. Ly 


















profit forecast for current year is ¥6.8b on sales of 


Low-geared Holmes a Court is secretive about his plans 


| ByHamish McDonald in Sydney 
R obert Holmes à Court's companies 
a carry a comfortably low debt bur- 
den despite the massive swelling of bal- 


| ance-sheets that resulted from his at- 


tempted takeover of the steel and re- 
sources giant Broken Hill Proprietary 
| (BHP) early last year. The try resulted 
_in Holmes a Court’s Bell group becom- 
| ing the biggest BHP shareholder, but 
į short of control — let alone access to 
| BHP’s massive cash flows. 
-o The BHP. investment is carried on 
he books of Bell Resources, a listed 
| company owned 47% by the also-listed 
flagship Bell Group (of which Holmes 
Į X Cout and his private famil 
own 


AP, which is slightly 


limit set under a truce | 


worked out last year with BHP and de- 
» fender Elders IXL, which sits on 18.5% 
of BHP. 

Outlays of about A$1.6 billion 
_(US$1.1 billion) on BHP shares over 
` the past year have been largely counter- 
. balanced by raisings of equity and quasi- 


equity by Bell Resources: an A$623 mil- 


lion rights issue and an A$500 million 
convertible notes issue. Although it has 
given unaudited results for calendar 
- 1986 (showing a 122% increase in net 
profit to A$231.4 million, the result of 
equity-accounted BHP profits), Bell 
. Resources has yet to publish its latest 
balance-sheet. But the company is be- 


_ lieved to be extremely liquid. Directors 
+ said it had a net positive cash flow of 
-A$143 million. According to analyst 

David Wilson of stockbrokers Ord Min- 





_sold off. While he has re- 





nett, it is “self-financ- 
ing.” 

With a seat on the 
BHP board, Holmes a 
Court plays an active. 
role in setting BHP 
strategy, which has 
seen the group’s gold 
mines floated and some 
petipheral operations 


tained his BHP Gold 
Mines shares, Holmes. a 
Court has raised A$50- 
million by selling war- 
rants over them. Bell 
Resources’ low gearing 
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Bank of England: 
approval needed. 


during the takeover battle with Rune 
Murdoch for the Herald and W 
Times ‘group (HWT). The new 
purchase will be reduced a Hile 
sale of some redundant 
press assets. and giye 
Bell Group an addy 
al A$30 million in p 
tax profits in a full 
according to 


Goode and Co. 
¿HWT campai 
Grow 


“Murdoch's eventual v 
| tory. | 





places it in à position to 
supplant Elders IXL any time the more 
passive investor wants to take an esti- 
mated A$800 million profit on its stake 
(at current market values)... 

Bell Group had at the last balance 
date, 30 June 1986, shareholders’ funds 
of A$595 million plus A$150 million is- 
sued in convertible bonds, which most 
E fi regard as equity, against total 
liabilities of A$1.98 billion, including 
A$861 million in long-term loans. Last 
month Holmes. à Court announced two 


further issues of convertible bonds 


through the Luxembourg Stock Ex- 
change — A$125 million to outside in- 
vestors and A$75 million to be taken up 
by himself. In addition, new shares 
added A$60 million to issued capital in 
the first half of the current year. 

_ Major outlays since last June have 
included his Standard Chartered Bank 
and Hill Samuel investments — perhaps 
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addition, e 
retains great scope to revalue intangible 
assets. 
Moody sees Bell Group's net profit” 
rising at least 53%. to about AS 
million in: th j 


Holmes à Court has typically kept his 
plans about Stanchart and Hill Samuel 
to himself. Analysts believe on past per- 
formance that he would be prepared to 
move towards control — shareholders 
and the Bank of England willing — or 
allow himself to'be taken out at a profit. 
Stanchart would fit his requirements of . 
an underperforming but strategically) 
placed target..His own South African | 
origins have also caused some specula- 
tion that he sees a profitable turn for 
Stanchart out of its assets there. 


























hailand rallied sharply on bargai 
-measures to cool down the market 





TAIPEI: The market shot upward again with the 
government's release of strong first-quarter trade 
- figures, which indicated that the’ ‘dollar's ap-» 
| -preciation has not yet begun to hurt exports. The 
US dollar’s further decline against. the yen also 
buoyed market sentiment, with investors figuring 
it would enhance Taiwan products’ competitive- 
ness. The weighted-price index rose. 107.89 points 
on the period to close at 1,569.68, a new record, 




















both single-day transactions — NT$9.65. billion 
US$283.4 million) on 9 Apr. — and the NT$8.29 
on daily average for the period. 


HONGKONG: The market's decline was halted as 
authorities took steps to curb new B share issues in 
the wake of generally unfavourable sentiment. 
The market was also helped by the Cheung Konp- 
Hutchison and Jardine groups’ voluntary wit 

drawal of their plans to introduce such scrip. The 
‘Hang Seng Index put on amere 29 points over the 
period to close at 2,708.94 on relatively low aver- 
age daily turnover of 192.4 million shares, worth 
K$819 million (US$105 million). 


KYO 







































rd high . 


he exchange announced that, effective 15 Apr., 
“the cash margin deposit requirement would be 
raised from 10% to 20%. The still-appreciat- 
“ing yen pared prices of export issues, though 
some stocks in this sector showed remarkable re- 
‘silience. Daily volume. averaged 1.51 billion 
shares. 





on New Delhi's announcement of a cut in interest 
| rates. But optimism proved short-lived as bear 
operators beat down: prices on low volume. The 
BSE Index continued to languish as all chips, ex- 
_cept for a few multinationals, declined. Lack of in- 
--stitutional and investor support makes the future 
look all the more uncertain. 






2 pom 

ric 1,800-point level on 13 
i since 1 Jan. while 
doubled. Some 760 


, worth a total A$2.1 




















Rainbow tussle 
st rate/budget deve- 
nty to think about, 
-standing selling 


committed. Sell- 


unters maintain uptrend 
TAIWAN continued to skyrocket on strong fundamentals while the Philippines and 


n hunting. South Korea led losers as government 
begin to take effect. 














Trading volumes also established new records for..| pe 


BOMBAY: Expectations of a market revival rose - 








ing interest once again concentrated on last year’s 
favourites — investment companies and property 
stocks — as margin traders and stale bulls moved 
to cut their losses. Volume for the period was 55.2 
million shares, worth NZ$97.62 million (US$56.3 
million). 


SINGAPORE: The Straits Times Industrials Index 
edged higher to new record levels, closing the 
riod above 1,100 in moderate trading. Brokers 
said that overseas investors were pushing shares 
upward and that the impending United Malays 
National Organisation elections in Malaysia were 
having only a marginal effect on foreign senti- 
ment. Fraser’s Index declined 14.76 points to 
6,352.90 on turnover of 33.46 million shares a day 
worth $$67.69 million (US$31.7 million). 


KUALA LUMPUR: Profit-takers moved in on the 
first day of the period but the market bounced 
back immediately and Fraser’s Industrial Index 
climbed steadily thereafter to finish 147.55 points 
up at 3,976.03. Blue chips were much in demand 
and the announcement of the new Malaysia Fund 
strengthened market sentiment. Stocks associated 
with the motor industry did well, with both Tan 
Chong and UMW Corp. heavily traded. Malay- 
sian International Shipping Corp. finished the 
period 65 M cents (26 

selected finance stocks were also in demand. 
Average daily volume was up at 16.5 million 
shares valued at M$28.5 million. 


MANILA: Mining shares led gainers and commer- 
cial-industrials surrendered some of the previous 
period’s advances. Average daily turnover came 
to 299.3 million (US$4.8 million), down 6.5% 
from the previous period's, on average volume of 
454.9 million shares, down 20.2%. The mining 
index was up by 201.08 points to its closing 
3,549.45. The commercial-industrial indicator fell 
0.98 to 663.08 after rising by 3 points. The oil 
gauge moved back to its previous closing of 2.377 
after shrinking by as uch as 0.132. 


BANGKOK: The market continued to rally, with 
the Book Club Index closing the period 13.13 
points up at 218.51. Most blue chips moved up in 


line with the trend, helped by expectation of im- 


proved first quarter earnings. Star performers in- 
cluded Good Year, Thai Plastic & Chemical and 


Strong Pack. Volume for the period amounted to _ 
Baht 1.47 billion’ 


8.23 million shares, valued at 
(US$57 million). 


SEOUL: Recent announcements of government 
measures to cool the market are finally having an 
effect on punters as institutions sold shares across 
the board under “guidance” from the government. 
The com 
volume fell 29.73 million shares to-41.72 million, 










worth Won 52.3 billion (US$61.9 million). Falling: | |. 
-construc> ||, 
down 11.5%. 


the furthest were recent favourites. 
tion, off 13.2%: and finance, 
Rumours of possible investigations by the au- 
thorities into major transactions have helped to 
cool spirits. ws 








cents) up at. M$5,90.and. . 


ite index fell 26.17 points to.367.91 as 
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International Bechtel, incorporated _ 

“94 Granville Road, Tsimshatsui East, 

_ Kowloon, Hong Kong 

_ Bechtel Group, Inc. a ais 

_ Fifty Beale Street, San Francisco, CA 94105 U.S.A. 


Since it was founded in 1946, the Far Eastern 
Economic Review has been dedicated to the in- 
_ depth, authoritative analysis of the political, econo- 
| mic and financial affairs of every single country in 
_ the Asia/Pacific region. Boasting a staff of over 40° 
n me correspondents and journalists located in | 
| every country in the region, the Review is consi- 
_ dered to be the leading publication on Asian affairs 
_ in the world and deemed essential reading for 

senio cutives in business, banking, govern- 

s circulation is on pre- 

New survey of Review 
en completed by Interna- 
K) Ltd. 


Economic Review 
60 : 
| Hongkong 
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PAEONIA ‘ PEVAR Ga ES 


P| | Organised by: 


A mix of the best ing 


cean Terminal Exhibition Contre 
Hong Kong 
Come to Hofex8? in Hong Kang and. get a taste 

“cof the-action. This trade only event, with mare. 

than 300 participating companies, including aight 
national groups, offers the most comprehensive 
display of the world’s isading food producers and 
equipment suppliers. For the jatest creative 
techniques, new business concepts, and cost 

‘saving ideas, Hofex87 promises to add spice to 
your business, 

Mix a visit to the show with your attendance at 
the supporting seminars conducted by Oean 
Chuck Gee from the Schoo! of Travel Industry 

_ Management at the Unversity of Hawaii, and 

Professor Thomas Kelly from the School of Hotel 
Administration at the Cornell University, Keep at 
the forefrant of your profession. - 

~ Plan your visit now, 
Hofex8?, 26-29 May 1987 : 
Ocean Terminal Exhibition Centre, Hong Kong 
Send for details today 


. Hong Kong Exhibition Services tid. - 
ERIO Viewood Building, (ay Giucester Road, 
Tel: 5-0933000 The 6oHa6 HKEXH 


Supported by: | The Hong Kong Hotels Association 
The symbol ot 
| quality industry 
fete shows, “now in 
“height venues: 
wordwide, 
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E] Please send me a copy of the Horeg? 
preview magazine and ooo iator tokos. 
E Please send me a seminar registration form. 
P Names EE tachment 
Designation 
-Company Name. 
Address 


Tek 
Please retuien to: Hong Kong Exhibition Serviges L 
2101 ad Building, 128 Gloubester Re 


Telex 











































| Acquiring a quality investment portfolio used to mean ~ 
buying blue chip stock. Now there is a unique alternative: 
"a magnificent residential property offering consistent = 
increasing returns with no risk. A development that is the 
equal of any quality share portfolio. Situated in Brisbane, 
Australia. it is a development of 130 superbly designed and. 
constructed villas on three separate titles and each with- 
their own individual character. 

They have been meticulously planned to create a 
superior living environment while offering very low 
maintenance. 

The development is already fully leased to clients with 
a waiting list of prospective tenants so income is assured. 
income that will increase as rents spiral upwards to follow 
the trend in other Australian States. The property will be 
far more negotiable than commercial and retail properties 
which are in current oversupply. It will not be affected by 
such dramatic fluctuations as the share market, so its value 
will rise ‘consistently. 

And given that the share market is presently at a 
superheated level, now is the time to consider an alternative 
investment. Rie, aan 

Consider this property an investment that’s as good as 
gold, yetas safe as houses. 


TO BE AUCTIONED 
LJ. Hooker International Auction Rooms, 
127 Creek Street, Brisbane Q. Australia 
10.30 am Tuesday 9th June 1987 


For full financial and detail reports 
Rob Walker 


JHooker 


International 
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127 Creek Street, Brisbane ©. 4000 Australia. 
Phone (07) 233 9666 A/H 107) 3718697 
Fax (O07) 229 4464 





















“CONFERENCES 





AMERICAN CONNECTION: 
Its Impact on the Economies of the _ 
; Western Pacific 
May 13-15, 1987, Agana, Guam 


PA Special Conference on the Economie Fut 
|. Freely’ Associated States of Federated 

| Micronesia and Republic of the Marshalls 
o> Territory of Palau, U.S. Commonweal! 


lorthern Marlanas, and U.S. Territo 


Opics: Investment opportunities, including major evelopment 
rojects, in Region; Us. financial and economic assistance for 
| Region; U.S. tax.and trade benefits, including duty-free 
Region's goods into U.S. markets; US; financie ista? 


U.S. businesses in Region; and U.S. military plans and projects for | i 


|. Region. Speakers: Government Heads and Key Island Officials, 
U.S. Federal Officials Responsible for Region, and Leading. 
Businesspeople’ in Region. Participants: Government and 
lon-Government Officials, and Businesspeople from American 
and Asia. S p nsored partly by: Guam Legislature, Associat: 
of Pacific Island Legislatures, Mobil Oil, Goldman Sachs, Ha 
Telephone Company, Calvo Enterprises, and Bank of Gu 
‘Organized by: Pacific World Directory in association with 
Office of Guam's Governor and Guam Chamber of Commerce. 


a IMPORTANT: g 

Sponsorship and Participation limited, — 
la Apply Immediately. ee 
() Sponsorship () Participation () Proces ings- 


SA; Hawaii, South Pacific, Australia, New Zealand; pan. 


Pacific World Directory 
| P.O. Box 1310, Saipan, CM/USA 96950 
Tel: (670) 322-3347 Fax: (670) 322-3300 Tix: (783). 768 








JAPANESE SALES EXECUTIVE 
_ FORINTERNATIONAL SECURITIES a 
i. Carr (Overseas) Limited (WICO) is seeking a Japanese national to 


{market Hong Kong, Singapore and Malaysian equities to Japanese institu- 
iiu tons. we 


willbe given. Remuneration wi 
rgely or: previous experience. 


“Managing Director - or “Managing Director 
W.E Carr (Overseas) Limited W.1. Carr (Overseas) Limited 
21stFloor, St. George's Building 4th Floor, Yaesu Oss 
2 Ice House Street 1-1 Kyobashi 1-chome 
po Central Chuo-ku, Tokyo 104 
vs HongKong Japan 


“Do you want to reach 200,000 middle and 
top level executives? ati 


For only US$240 you can in this space next week — but hurry! 


Contact Hillary King 
Hong Kong (5) 734301, 
Telex 62497 REVAD HX Fax: (5) 8993942. 
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For boys and girls 9-16 years old ~ 12th july- 15t 


Beautiful chateau setting. and watersports centre. French, 
German” Computer classes each morning TE sports te 
from, Awide variety ofaceivitieg yrdeoties iots. te] day or 
38" yacht. An-optional 1 week tour af France, 
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INVESTMENT PROPERTIES OVERSEAS 
. Why notcall the leaders for property in Costa del Sot -~ Spain, Algarve. 
Portugal, London, Canada, Switzerland; Australa and New York 
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ume from Los Angeles and Long Beach 
is now bigger. Together, Seattle and 
Tacoma control 32% of the container 



















| Container ship arrives at Seattle's port: intense competition. 


THE PORT OF SEATTLE 


yous 















IY TV sets on Super Bowl Sunday in 
-late January to watch the football cham- 
-pionship between the New York Giants 
< and Denver Broncos, a mammoth con- 
tainer ship slipped through a light Seat- 
tle rain into Elliott Bay. The Ever Gen- 
operated by one of the world’s 


TY 


hile Americans huddled around | 



















































largest container carriers, is part of a 
new Evergreen Line fleet which will tri- 
Seattle’s capacity on the fastest 
f any US port to Taiwan. Its 
belies the high stakes in the 
pre-eminence in West 
g. Celebrating the city’s 
as a public port, local 
privately worry that Seattle has 
crossroads in its leadership as 





pp 
iversa 


a rain-soaked city halfway to 
aska.” In the winter it is hard to dis- 
te his commentary on the climate. 
Snow accumulates in the high Cascades 
nd Olympics east and west of here, but 
‘those peaks are obscured most of the 
winter by fog and drizzle. 

Cooke’s indictment of Seattle as sim- 


a! 


else also fits the city’s history. From a 
smoke-and-sawdust port for shipping 
timber to San Francisco, Seattle be- 
‘came, with the 1898 gold rush, a jump- 
off point to Alaska. It still is. Early each 
‘summer an armada of ocean-going tugs 
| and barges, heaped with equipment, as- 
-sembles in Elliott Bay. On signal, it 
heads off like some invasion force to re- 
supply the oil fields of Alaska’s North 
‘Slope. i 

Seattle's growth as a gateway accel- 
erated in the 1960s with a rebuilt port 
d increased Asian trade. Today it 
handles more cargo from Hongkong 
than any other harbour in the US. It has 
_ evenattracted Canadians, who prefer to 
use Seattle for trans-Pacific freight over 
their own port in Vancouver. riving 
on transportation, it was. no accident 
hat Seattle fostered Boeing, the 
world’s biggest builder of aircraft. 




























ply a stopover on the way to somewhere , 


The Great Circle Shortcut, so called 
by one airline, has much to do with Seat- 
tle’s success. Following the Earth’s 
curve, ships or aircraft from Seattle loop 
north across the Bay of Alaska, out past 
the Aleutians, and south along the Kuril 
Islands. It is the shortest, quickest route 
between the continental US and any- 
where in Asia.. 

Despite this geographic advantage, 
Seattle’s port ranks fourth behind Long 
Beach, Los Angeles and Portland in 
total West Coast tonnage. Even 
Tacoma, a Puget Sound neighbour, 
keeps diverting Seattle customers to its 

rt. In the past decade, while tonnage 

as been growing, Seattle’s share drop- 
ped 7%. l 

The real competition, however, is 
less about total tonnage than contain- 
ers. Introduced in the 1960s, they still 
account for only 60% of all trade vol- 
ume, but 90% of its value. Four ports, 
Seattle plus three in California, move 
nearly all containers on the West Coast. 
Each is after ships like the American 
President Line’s (APL) President 
Washington, carrying 2,500 containers 
with enough freight to fill a 20-km-long 
train. In this competition, Seattle is 
clearly facing a showdown. 





he challenge comes from Southern 

California, where the twin ports of 
Los Angeles and Long Beach threaten 
to take over and dominate this traffic. 
Seattle’s 1 million residents are too 
small a market for much of Puget 
Sound’s imports — 80% of which head 
across the Cascade Mountains to the 
Midwest and East. But this ratio is re- 
versed in Southern California where the 
demand for Asian imports runs high. Tf 
Los Angeles was a nation, its economy 
would rank 20th in the world. With mar- 
keting power like that, and ships prefer- 
ring one-stop voyages, California is able 


traffic, compared to Southern Califor- 
nia’s 35%. Oakland and Portland: are 
far behind. i 

Pat Davis, Seattle’s port commis- 
sioner, predicts Seattle and Tacoma will 
join forces before the turn of the cen- 


| tury to survive against Southern Califor- 


nia’s so-called: “Worldport.”. Thomas 
Dowd, professor at the University of 
Washington’s Institute of Marine Af- 
fairs, foresees that by then Oakland and 
Portland will have dropped out of the 
race, leaving the only serious comp | 
tion between ‘ports in Puget Sound: 
Southern California. oe 

“We have to be more responsive and. 
flexible,” warns James Dwyer, execu- 
tive director of Seattle’s port. At a time 
of recession in the maritime industry, 
other harbours are cautious. Yet, Seat- 
tle has followed Dwyer’s urging by in- 
vesting a record US$100 million in new 
port facilities. 

Half of that has gone into redevelop- 
ing one massive terminal for APL. 
South Korea’s Hyundai and Hanjin 
lines recently signed long-term leases. 






| The port is marketing a new container 


terminal to other potential steamship 
customers. Long-reach cranes, recently 
installed, make Seattle the only Pacific 
port equipped to load containers on the 
new wider-than-Panama ships. 
Commissioner Paul Friedlander 
praises the port for taking these steps 


“in defiance of the downturn.” As summer 


approaches and the skies begin to turn blue 
the city even hopes to boost its fledge 
ing cruise-ship trade. As Bruce Johnso 
a local maritime writer, notes, “Califor- 
nia p make Seattle try harder.” 
ime will tell how well these efforts 
counter Californias capacity for 
siphoning ships and shippers away from 
other harbours. Davis sees Seattle’s 
waterfront diversifying as a hedge 
against too much of even such a good 
thing as container traffic.. Warehousing 
and distribution, real estate, and even 
tourist promotion are all in his crystal 
ball. But, he concedes, the real compe- 
tition will always be over foreign trade. 
“Fifteen years from now,” Dan 
Dingfield, director of port develop- 
ment, confidently predicts, “we will 
have:much more of a sense of having ar- 
rived on the international scene.” That 
would be a fitting start to the next cen- 









to draw a growing amount of inland 
cargo as well. If that continues, Seattle's: 





closeness to Asia may not mean much. 
It still ranks first among West Coast 
container ports, but the combined vyol- 









tury for a backwater settlement tha! 
began by shipping timber south to builc 
California’s first port. Then maybe 
Seattle would only have to worry abou 
the rain: «= David Knibt 













ae ~ Want to put some charm in your charts, some punch 
_ in your proposals, some grab in your graphs? Then get 
| creative with the colourful capabilities of our FP-1530 plain 


paper copier. 


The FP-1530 can copy in black or any one of four 
optional colours: red, blue, green, and sepia. Get them all 
for maximum flexibility and effect. 

Versatility 

The built-in zoom with six fixed enlargement/reduc- 
tion steps and 1% manual adjustment from 61% to 141% 
combines with the optional E’SII Editing System to provide 
countless copy possibilities. Designate key portions of 
an original to be reproduced in colour, then copy the rest 
in black—on the same page. Or delete confidential para- 
graphs and enlarge the remainder for emphasis. Or centre, 
transfer, edge, and trim—the final effect is up to you. 
Paper, PI rformance 

The FP-1530 also helps you add punch with accom- 
modation for paper sizes A6 to A3, a fixed platen, Photo 
Mode for the reproduction of photographs, fine lines and 
half-tones, and a clean, simple control panel with inform- 


red, blue, green, or sepia. 





ative displays. Its clamshell cabinet lifts open to reveal a 

rare pearl: an internal mechanism that is easy to maintain 

Options include Automatic Document Feeder, 10-Bin 

Sorter, Paper Feed Unit, and 1,000-Sheet Cassette 
Panasonic’s dual-_ 

colour FP-1530. SSS 

Get the creative ———_ ae j 


impact of colour. K 








Panasonic, along with National, is a brandname of Matsushita Electric 


The High Yield 
Deposit , Account 


No minimum Available in Sterling, 
deposit US Dollars, 
requirement Deutsche Marks, 
à Swiss Francs and 
Competitive | Japanese Yen 
interest rate _ (Currency witching 
> allowed without notice) 
fixed monthly 
paid quarterly 


Monthly statement and 
rate change advice 





The Hongkong and Shanghai Banking Corporation, P.O. Box 315, St. Helier, Jersey, Channel Islands 
Telephone: 0534 71460 . Telex: 4192254. Incorporated in Hong Kong with limited liability 
Copies of latest audited accounts available on request Senior Manager in Jersey: T.R.K. Crozier. 


HongkongBank 
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WWF Kojo Tanaka BCI 


The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China’s Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve th 
and other problems has resulted in a unique i 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves— Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 

Please send contributions to the WW F 
National Organisation in your country or direct ti 
WWE International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUNC 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 
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; VILL SUVIDUINE | and sauna baths, jacuzzi and massage services 
a > . . ~ r 

= DEICACCTECIT AAT Every imaginable sport from golf to board 
. P EADE LELL 1y sailing can be arranged. 

; BEY 

a Vas bb YA WLIAT a 11. stroll around the malls and promenades 

Ya SS GAAS w/a 8 / ày ee watch fountains play, admire the sculpture 

f- Pn ee TET linger at the exhibitions. 

i AIGA UNE 12.with a huge array of shops, boutiques, 

ii = department stores and restaurants — you could 

i 4 1 be forgiven for not ever leaving Marina Square. 
yes 7 And that's exactly why we can justly claim 

a that Marina Square is very, very different 













nique in fact. 

4's an entertainment centre, a shopping 

i and a major hotel centre—all rolled into one. 
‘he biggest single development in the whole 

c East Asia. 


hree luxury hotels, The Marina Mandarin, “>23 
Oriental and The Pan Pacific have changed *% 
zapore’s skyline. For ever. - 


Aore luxury rooms than any other single 
\plex in South East Asia. All command a 
idstand view of city or harbour. 


ach roomis equipped with every extra 
today’s first-class traveller. 


‘luent multi-lingual staff smooth the 
' for visitors from round the world. 


‘welve specialty hotel restaurants 
T to every conceivable taste. 


ix coffee-shops for light meals, or 
>ks are at hand round the clock. 


l'll find eight bars within the 49 
4. alone. Enough to refresh even 
most world-weary traveller. 


‘hree ballrooms and twenty-four 
ting or reception rooms for a 
zt board meeting or a seminar 
housands. 


ull business facilities, including 
etarial services, word processing, 
, IDD, FAX, translation services, AV 
pment and fully trained staff to 
24 hours a day. 


rhree-swimming pools, health and 
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Are Gaining New Identity Now 
at Nippon Steel 


That’s because we’re using our broad 
expertise in steelmaking technologies and 
applying this knowledge to the development of 
new materials, processes, and electronics. 

In order to meet user needs and to improve 
product quality, we carry out sophisticated, 
user-oriented tests. One example is evaluating 
the characteristics of NSC-produced silicon 
wafers in a variety of user-specific applications 
Such in-house, user-oriented tests are rarely 
performed by wafer makers. 

Assessing the properties and applications 
of materials for electronic devices is a step which 
takes Nippon Steel far beyond the materials 
production stage. It helps to improve the quality, 
enhance the value, and realize the new potentials 
of various materials, including new ceramics, 
metal hydrides, carbon fibers, shape memory 
alloys and more. Our capabilities also include 
computer-aided microanalysis, plasma blasting 
and laser welding. 

As the next century draws near, Nippon 
Steel will continue to lead the way as a fully 
integrated manufacturer of materials and products 
And as an innovator of new processes and 
services. For traditional materials of every type 
and for advanced, value-added materials that meet 
the diverse needs of today’s high-tech industries 
rely on Nippon Steel—the company that continues 
to identify future pathways to success. 


‘re ee H o H M 
NIPPON STEEL 


Tokyo, Japan Telex: 22291 


le mut de Cartier 


Cartier 


VENDOME 
PARIS : LONDON - NEW YORK 


PEARL TIPPED LUXURY SLIM CIGARETTES 
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‘Daewoo, one of Korea's largest 
conglomerates, is as diverse as 
any major corporation anywhere 
in the world \ 


\ 
Heavily into cars, shipbuilding \” 


and machinery, not to mention 
construction. computers, chemicals 
and electronics, they needed a bank 
with an equal depth and breadth 


of industry understanding, supported 
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by a fully integrated commercial anc 
investment banking capability 

But, as a major exporter they 

required something more 
They needed a global network 
to key into wherever in the world the 
were doing business 

Very few financial institutions 

could satisfy the full breadth of Daew« 


demands. Chase could and does 





Naturally, we give them all the classical trade 
‘vices like Letters of Credit. Acceptances and 
arantees. And, through our worldwide FX trading 
ivity, we track down the best rates and help them 
dge foreign exchange risks to limit their trading 
posure 

In the investment banking arena. we've arranged 
nvertible Bond Issues, Private Placements, Project 
iancing and Debenture Guarantees 

But, unlike a pure investment bank, we can also 











help Daewoo in those cases when tradit 





lending is the correct financial soluti 

This total global] banking capability. int 
international network and specialized ir 
knowledge with se broadest range 
commercial banking products. It RE 
apart from othe a at irerttati IK A Ae | 

No matter hdW diverse your husinessJèñe 
simple 

Which bank « tBhoose: 
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FIND PEACE & TRANQUILITY 
IN THE HEART OF BANGKOK. 


When the pressures of business in 
Bangkok get too much, escape to the 
sanctuary of the Hilton International. 

Here, in 8% acres of beautifully 
landscaped park, excellent recrez ational 
facilities combine with superb service 
and accommodation to create an oasis 
in the heart of the city. 

Add to this a comprehensive range 


of business amenities and you have 
the very best of all worlds only a short 
stroll from everything that Bangkok 
has to offer. 


For reservations, call your travel 
agent, any Hilton International hotel 
or Hilton Reservation Service. 





HILTON INTERNATIONAL 


BANGKOK 
AT NAI LERT PARK 
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henever yoðwish to travel, we have 
therightconnection. 


Kuwait Airways flies to more than 40Westinations, with eee 


convenient connections. After all, your comfort is our 
concern. Our friendly reservation offices around the world 
will gladly assist you to draw up your travel plans. 


< 


Once you are on board, our attentive cabin crew ensures 
you have a pleasant journey, whether you fly First, Oasis 
Business or Economy Class. The cuisine is simply superb, 
and is served in splendid style, aboard our fleet of modern 
widebodied jets; Boeing 767's, 747’s and Airbuses. 


In fact, you might notice that many aspects of our service 
are simply a cut above the ordinary. That’s because we've 
been flying for more than 30 years now, refining our 
service with every passing year. Visit our sales offices any 


wey ay Tre yee ye i 








Samsung training: --A SURE THING: 


They say that creativity is 10% inspiration and 90% 
perspiration. 

Training...shaping up for the big game or the job 
at hand...also takes both. Samsung has put a lot of 
effort into R&D to develop 
high-tech, state-of-the-art 
consumer electronics products 
that will give you 100% in total 
performance. 

In the vivid picture quality 


you ll get more than just what 
meets the eye, and our audio 
systems will astound you with their rich, vital sound. 





of Samsung's color TV and VCRs, 


Samsung's dependable and affordable electronic home 
appliances have made fans all over the world 

These are just some of the reasons why we were 
selected as suppliers 
ot consumer 
electronics for the 
recent Asian Games 
and for the commu- 
nications network of the 1988 Seoul Olympic Games. 

So, GO SAMSUNGI|, and join the rest of our fans. 
They know and you'll find out that, when it comes to 
high performance, Samsung is the name of the game. 


sap 
sas SAMSUNG 


a Electronics 























: as very impressed by the high stand- 
| ards of. investigative journalism dis- 
in the COVER STORY © on Malay- 


ad said when he took office that 

ild put the fear of God in the cor- 
ed. Religious sanctions can only 
mn them to purgatory, but what 
48 to amend the Prevention of 


iption Act 1961 to give the enforc- _ 
wers in coming to | 
this social evil. The strict rules. 


in agencies more 


articularly those relating | 


to corroboration and burden of proof, 


put somewhere else in equally i to be un- | televised | proceedings first, of a com Se 


used new law on “false news” is more 
exciting. I am sure Hongkong will be 


-able to give your magazine a profitable | 
home for many a year yet. 


5 rm. One ss his 
clients is the Hongkoi ohe Stock Exchange 
but in his letter Bray did not find it ap- 
propriate to address the many specific 
points about that i ion made i in the 
REVIEW'S cover feature: ' 


“should be relaxed to the advantage of | 


the prosecution. If we can amen our 

onstitution more than the Americans 

d to their 1787 constitution, then I see 

ne of the antiquated 

pr cannot be amended 
-for the mule good, 

London 


| Dull, but good news 


our COVER STORY on Hongkong [16 


Roger Tan 


sparked some extraordinary re- | 


flections. Only a few years. a when I 
was responsible for the Hong 


information services, 


would have driven me to distractiony 
When you read pages of unmitigated 


| castigation of everything in the Hong- 
kong establishment (except the edito- 


rial staff of the REVIEW) you know there | 


‘is really no means of response. Let me 
: just say two things. 


First anyone can, if they try hard | 


! enough, write at just as much length 
| damnin ning tripe against almost any great 
| city. William Cobbett, writing about 
| London on the eve of England's great- 
est economic expansion at the. begin- 

ing of the 19th century said: “But what 
| is to be the fate of the great wen of all?” 

at 1 prone 
. Secondly, you have failed to perceive 
t what has been achieved in the.im- 
smentation of the Joint Declaration 
| on the future of Hongkong. It has. been 
good news — and good news is dull. 

-The success of the Land Commission 
‘~ where quarrelling lawyers could have 
gone on for ever — the granting of inde- 
pendent status for Hongkong in the 
General Agreement on Tariffs and 
‘Trade, the decision to clear the Kow- 
Joon Walled City — our own litte wen 
— the positive moves towards the inde- 
¡pendent registration of shipping and of 
“negotiating rights on air routes, the suc- 
-cession of agreements on arcane points 
of nationality law and much else show 
that when Britain and China talk real 


business about the future of Hongkong | 


they make sense. 
. But Boot news is dull. Drama over 
never-used pieces of ancient law being 


cord 
year 





never 
im Jong Il, son of North Korean Presi- 
dent Kim I Sung is much more pro- 
Soviet than his father. 1 am not that ir- 
responsible or ignorant as to say such 


foolish things without justification. 


ionship with Kim Jong Il is 

ly. T could shaw you very 

essages: we exchange every 

th invest ene Gated pd Februar 
$ £ t 


ine appears in Line up for : access [2 
Apr. ] which I believe contradicts most 
s: It says: “Indonesia's elec- 
story Twas] marked by chaos and 
bloodshed . == especially under the late 
president Sukarno.” 
There was only one general election 
during Sukarno’s reign, and it was the 
most beats and honest this country 


has had 


Jakarta 


JBu’s allegations 


In The trials of JBJ [2 Apr. ] Nigel Hol- 


Slamet Bratanata 


loway reported that to support an appli- 


cation to transfer a case to the High 
Court, J. B. Jeyaretnam claimed that 
the subordinate court judges in Singa- 
pore were subject to pressure from the 
attorney-general, and that the attorney- 
general “plays a significant role in the 
transfer of judicial officers from and to 
the subordinate courts.” 

But why did Holloway not report 


as an: abuse of the process” of the 

court? 
_ Jeyaretnam had made these charges 
last year when he alegea executive in- 
h _ These alle- 














In neither of the two E AE 
Jeyaretnam attempt to substantiale 
allegations. Sinnathuray in the commi 
sion of inquiry said: “The wholly. 
founded allegations of Mr Je 
were scandalous statements 


mittee of privileg - 
gation was made “w 
his own admission, he was 
substantiate it.” 

Holloway had seen, and repor: 
on, these proceedings, last year. Wh 


reporting that they had been inve 
gated and dismissed as unfounded) st 
year? 

Holloway also stated that “the judy 
reduced their [Jeyaretnam and W 
Party chairman Wong Hong To: 
to S$5,000 [US$2,3 350] each th 

day after he realised that was 

t Í 


l usted the fines before the 
jse in the same afternoon. 

Dorie Lal 

Legal Officer 


Singapore ’ Ministry of Law 


Your corres) deni Steption 5 Schwartè 


[LETTERS, 9 Apr.] would be well ad- | 
vised to school himself in the English as 


opposed to American language before | 


putting pen to paper and accusing youof | 


errors or of “prudishness deeper than || 


any one of us might have expected.” 

In fact, the Concise Oxford Diction.. 
ary defines the word crutch as, among. | 
other things, “fork of the human body.” 
Crotch is sli ifferent: “fork [esp of 
human body... .|” Therefore, it would 
seem that if Schwartz x 
pedantic, the word crate! 
thing, more applicable to the context in 
which it was used. 

We can. be thankful that there re 
mains in Southeast Asia at least 
publication which steadfastly resist: 
unrelenting pressure of American 
guistic imperialism. Fortunately, de 
spite such pressure, we are not 
forced to echo Shakespeare’s lament: 

“The language I have learn’ d these. 
forty years, 

My native English now | must 

forge; 

And now my tongue’s use is to rite 

ho more 

Than an unstringed viol or a 

harp.” 


tbourne, England P. Wearing Smith 
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near Tokyo,. Review con- 
| tributor Murray Sayle sees f 
| signs of Japan’s boom going . 
bust:. Japan’s hyperactive 


“| ¿Confucian work ethic, its 


willingness to become the . 


| world’s salesman of TV sets 


| and cars and gadgets and 
its disdain for the products 


| of others are seen as the pil- 


lars of a prosperity now on the verge 
on toppling with the soaring, crashing 
Pages 44-53. 


Page 1 
Chinese leader Deng Xiaoping makes: 


his views clear on the future running of 


. Hongkong, and his opposition to a a 


erected meee. 


| Page13_— 
| President Reagan will sendas 
| presidential envoy to od USA 


South Korean President Chun’s deci- 
sion to suspend constitutional negoti- 


ations with the opposition places the 
US in a dilemma over whether to pro- 
„Mote democracy at the possible risk 


Silva reassures Portuguese citizens in 
Macau that they will. retain their 
citizenship after China regains sover- 
eignty in 1999. 


Pages 40-42 
Transmigrants in indonesia’s irian 


|. Jaya are playing an increasingly im- | 
portant economic role in the province, | 


-causing strains between. them an 
irindigenous neighbours. a 


he wh 
i slap Gatt rules. 





he imposition of sanc- 
4 tions on. Japanese elec- 
tronics imports by the US is 


Vol. 136 No. 18 


seen in Tokyo as a serious | ,. 


escalation in trade confron- I 


tation between the two pow- 
_ers. But Tokyo's ruling elite 
“seems likely to do the bare 
inimum to placate the US, 
finding little fault in its own 
economic policies. Mean- 
While, Japanese investment in the US. 
has: in some cases exacerbated the 
problems. Pages 70-76. 


Cover ihuatration by Hon Smg: 


Page 54 . 
Nippon Steel Corp. pays: ‘Malaysia 


“nearly US$200 million in compensa- 


tion for the failure of its pioneer iron 

reduction process to perform as. 
teed in. Malaysia's Perwaja 

rengganu teel plant. ` 


sir bank project 
and leged bias inits procure- | 


onomic ine | in a bid 


to head off trade friction with Wash- 
ington. 


‘Page 60 


Tai agrees to wide-ranging tariff 


' cut in the latest round of trade talks 


cides to invesdigaie the Japan- l 


agreement, opening up 
issue of bilateral deals out- 


61 


aa te | Pakistan and the World Bank paper | 
Portuguese Prime Minister Cavaco 


over. their differences. on unmet. aid 
conditions and slow loan disburse- 
ments. 


Page 69 


“A middleman stands to make a killing. 


as Indonesia buys back a once-lost 
telecommunications satellite. 


d Hotels beats thè pack at 
of tt Hongkong capital- | 





Malaysia: The Dayak awakening sionis 
South Korea: Coping with confrontation > 
Korean shadow-bowing cieie 
‘Nepal: Go forthe grassroots, icine 2 

Taiwan: Old guard under fire eeii 


“rian Jay migrants gain economie clout 
“Transmigration ig seen as solution 
fo poverty... in 

i Newcomers bring new ideas 


= 
kk 
== 


Cover story: Under the volcano in Japan... 7 
Figuras riding a far conper pobiore isin 


sin ae at 
season 


Intelligence 
| The Week mm 


1. The Sth Column 
1 Traveller's Tales 


Economic Monitor: Philippines i 8% 





i Stockmarket Baca aha lee 
a Tronis iremen 
Backpage Letter: Nara 



































































| REGIONAL 


re than 290 killed in 
More than 150 people were 
killed and: hundreds wounded 
hen. a massive bomb destroy- 
ed the main bus station in Co- 
Jombo on 21 April. The Sri 
Lankan Government charged 
the Tamil insurgent groups 
elam Revolutionary Organi- 
tion of Students and the Lib- 
ration Tigers of Tamil Eelam 
LTTE) with responsibility- for 
the worst outrage in the four- 
| year separatist war, though 
representatives of the groups 


ng. 

“The explosion came only 
four days after the killing of 127: 
ple by 40 separatist gueril- 
as, allegedly from the LTTE, 
mowed down off-duty ser- 
vicemen, women, children and 
‘the elderly after flagging down 
vehicles on the main Trincoma- 
_Jee-Habarana road. And on 20 
pril, 15 civilians were killed 


annela. — Manik de Silva 
spying in Taiwan 


Taipei military court on 15 
ril convicted a Malaysian 
Chinese, Chiu Ching-yuan, of 
spying for Peking and sen- 
tenced him to 12 years in 
prison. The official Central 
ews Agency (CNA) said that 
Chiu carried out intelligence. 
ctivities in Taiwan in 1985 and 
86 on behalf of Chinese secu- 
agencies. The 34-year-old 
essman, who was. said to 
| dual Malaysian and Tai- 
n nationality, could “have 
been sentenced to death for the 
crime of “attempting to over- 
irow the government through 
legal means,” but received a 
ghter sentence because he ad- 
ted his guilt and showed 
trition, CNA reported. ` 
— Carl Goldstein. 


















The beleaguered United Sabah 
‘National Organisation (Usno) 
‘restored some of its diminish- 
hg. prestige when Tun Mus- 
tapha Datuk Harun won two” 
by-elections on 18 April in the 
Usno | strongholds “of. Lim- 


Þawang, a parliamentary seat, 
and Usukan, a state seat, which 








fell vacant with the death of his 


majority. against an indepen- 


in India disclaimed the bomb- 


son Datuk Hamid Mustapha in | 
` February. He won Limbawang 
by a respectable 1,794-vote. 


row 396 votes against Usno’s 
rival, the ruling Parti Bersatu 
Sabah which had hoped to 
make further inroads into trad- 
itional Muslim strongholds. 

n: ~~ Suhaini Aznam 
new national assembly 
Vietnamese voters went to the 

-polls on 20 April to elect a new 
national assembly, whose first 
job will be to elect a new pre- 
mier and a new president. 
These elections seemed more 
open than those held previ- 
ously and voters had a broader 

| choice of candidates than in the 
past. . 

Speculation over who would 

fill Premier Pham Van Dong’s 
slot. centred ‘around Vo Chi 

Cong, who is No. 3 in the polit- 
buro, and Vo Van Kiet, head of 
the State Planning Commission. 

~ Murray Hiebert 


Fresh violence in Karachi, 
at least 11 killed : 

Atleast 11 people were killed 
in Pakistan’s largest city 
Karachi in renewed ethnic vio- 
lence involving Muhajirs, who 
came from India after partition 
Fin 1947, and newer Punjabi and 
Pathan migrants from the. 
north of the country. Troops 
were called out in four vio- 
lence-torn areas on 20 April 
when rival groups attacked 
each other’s property in clashes 
which began with a dispute be- 
tween Pathan squatters and 
Muhajir owners of residential 
property in Surjani town, a 

north Karachi suburb. 
~~ Husain Haqqani 


elena 


‘The Armed Forces of the 
Philippines (AFP) easily put 
down an assault by 13 rebel sol- 
diers on  Manila’s Fort 
Bonifacio early on 18 April, 
but the fifth overtly mutinous 
challenge to the government 
since the February 1986 revolt 
once again caught the AFP’s 
leadership flat-footed while re- 
vealing the decline in martial 
discipline. The rebels’ objec- 
tive was apparently limited to 
‘releasing 110 fellow soldiers de- 
‘taihed after their involvement 
in the 27 January army mutiny 
| (REviEw, 5 Feb.). ie 

A rebel soldier was killed by 
inadvertent low gunfire, while 
Lin shooting preceding the re- 
bels’ surrender, four of seven 
civilian hostages were re- 
portedly wounded. 
oo am dames Clad 















i dent, but took Usukan by a nar- | 








Singapore to set up 
credit data bureau = =: 
The Monetary Authority of 
Singapore is planning to, set 
up a credit information unit 
next year which will monitor. 
the indebtedness of borrowers 
owing more than S$1 million 
(US$468,384). If a bank, or fi- 
nance. company wishes to know 
the total amount of money loan- 
ed by other Singapore institu: 
tions to a potential new bor- 
rower, they can request inform- 
ation confidentially from the 
unit. All banks and finance com- 
panies will have to provide 
such information by law under 
forthcoming ‘legislation. The 
plan was first mooted nine 
years ago, but was shelved for 
various reasons until the 1985- 
86 recession exposed a large 
number of bad debts. 

=- Nigel Holloway 
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The Bank of Thailand (BoT, | 
the central bank) has imposed. 


new rules on securities trading 

effective on 27 April. The regu- 
lations will require a 35% pay- 
ment on stocks bought on mar- 
gin on the Securities Exchange 


requirements recently — but 
BoT rules will’ apply to sub- 
brokers as well as brokers. BoT 
also imposed shorter periods 
for cash-account settlements, 
Separately, SET has warn- 
ed several “inactive” brokers 
to increase -their turnover. by 
the end of July, or face possible 
revocation of the right to trade 
directly.in the stockmarket. 


~~ Liz Carver 
Union Carbide proposes __ 
new petrochemical plant . 


Citing safety considerations, 
Union Carbide has. formally 
asked permission to perma- 


Bombay, India’s first private 
sector petrochemical plant. In- 
stead; the company proposes 
to build a new plant, more re- 
mote from Bombay, with an 
annual capacity.of 90,000 ton- 
nes. The old 20,000-tonne re- 
finery was due to re-open in 
March after a year-long shut- 
down to upgrade its safety 
equipment, 

says it will not chance recom- 





preme Court ruling requiring 



























of Thailand (SET), up from | 
25%. SET itself raised margin: 





nently shut down the Chembur’ 
petrochemical ‘refinery near 


ut Carbide. India | 


missioning after a recent Su- 





zero-risk” to surrounding 
communities from “inherently 
dangerous”. industrial process- 
es. Its US-based parent com- 
pany faces a US$3 billion law 
suit on behalf of victims of the 
1984 gas leak at its Bhopal, 
India pesticide plant. This 
stigma makes authorities reluc- 
tant to grant Carbide new li- 
cénces, At the same time, the 
Chembur plant’s 700. employ- 
ees militate against either clos- 
ing or shifting the refinery. 

l . = Lincoln Kaye 


Ongpin says Manila will 
Reacting to the tërms of a debt 
rescheduling accord with 
Argentina, Philippine Finance 
Secretary Jaime Ongpin on.15 
April said he will seek a majoi 


revision of the Philippines’ 27 














March agreement on re- 
scheduling about US$10.3 bil- 
lion owed to 483 commercial 
banks, Reports say Argentina 
has negotiated an 18-year re- 
payment regime tied to a 
0.8125 percentage point spread. 
above the London inter-bank 
offered rate (Libor) on its 
higher debt burden, together 
with a new money facility of 


-US$1.9 billion pegged at 0.875 


points above Libor; by con- 


“trast, -Manila’s barely three- 


week-old agreement rests on a 
seven-and-a-half year grace 
period opening into a repay- 
ment term of 17 years and a 
0.875" spread. above. Libor. 
Ongpin said Manila will. de- 
mand a 0,8125 spread, which 
Mexico was granted as well in a 
recent rescheduling accord. 
Meanwhile, Manufacturers 



























wait until the 
are completed 





FIRING LINE . 


US authorities are ‘pumied and 

disturbed by the recent, unpublicised 

attack on the home of the housing 

_ director for the US Subic Bay naval 

_ base. Military sources said Thomas 

eM n— a civilian employee of the 
yartment of Defence — was. 


a 


en on 26 March by a group of five _ 


men who fired on his off-base hous: 


| with automatic weapons and sho 


| insults at him using “highly political 

` language.” Although Morrison an 
his Filipina wife were unhurt, they 
~ refuse to return home. Meanwhile, U 
officials wonder whether the attack 
might mark anew move bythe 
“| communist New People’s Army, 

urban commanders of which 

*ssued threats 

elping the government's. 

‘counter-insurgency programme: : 


PROVINCIAL PURGE 


| The northeast Laos province of Houa 
Phan, formerly Sam Neua and home | 
of the legendary limestone cav 
| which for 20 years were the 
_ headquarters for communist _ 
| revolutionaries, is in the midst 0 
| purge. The party chief, Sai-gn: 
was dropped from the central . 
committee late last year and m 
/ members of the provincial 
administration committee have been 
ousted in recent months for _ 
_ corruption. For several years, 
< officials have been siphoning off 
` government resources to build 
elegant new villas in this 
poverished province. Industry 





, press because t 











s ero anlagen a 





Minister Maisouk Saisompheng has 
been put i in charge of reorganising the 
province’ ’s administration. 


A MESSAGES TO MOSCOW 


Speculation that 
ice-Premier Li 
-Peng will succeed 
mier Zhao 


an announced 
decision to send 
Lito Moscow in’ 


May to attenda’. - 


meeting on 
ooperation. Vice-Premier 
will now attend the- 


meeting. The switch is beli 


stem froma Chinese Comt 
Party decision to promote Li 
replace Zhao, whoisnow 


| concurrently acting party general 
“secretary. To have named Li premier | i 


fter his Moscow visit might send the 
3 signals. ‘However, th 
ulation oe Liis 


their ty confidential The 
defectors, 84 of whom are Mi taysiin 
nationals, have so far refused to be 
interviewed or photographed by the 


ey fear they may be 
assassinated if their identity i iso 


| 





publicly revealed. The concern is 
apparently prompted by Kuala 
Lumpur’s known harsh treatment 
against CPM members. 


GOVERNMENT SHARES 
The proposed new Malaysia Fund wi 
recetye a significant concession from 
the Finance Ministry in the form 
specially reserved portions of the 
are issues of; government _ 


companies when they are pri 


i Likely candidates forp ris 


granting: ate. uss ' 
exemption from the 40% withho 


| tax normally imposed on interest 


payments to overseas holders of 
Malaysian stock. 


omats are taking a keener 
n Singapore’s business ; 
with Vietnam. The re e 


commented 


Aseli built by Par E 
Levingston Sh ipbuilding, : asubsidiar 
of Keppel Corp., which is 68.3% 
owned by a state vestment 
company. 
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Esr China accused Vietnam of, invading sev- 
eral small islands in the South China Sea 
Spratlys and threatened to re- 

appropriate time (15 Apr.). 


“Prime Ministër r Rajiv Gandhi told. sara: 

ment his government will severely punish 
|. anyone proved to have accepted bribes in 
connection with India’s US$1.7 billion pur- 


| chase of Swedish artillery (20 Apr.). 


INDONESIA 

One person was shot dead and two in- 
jured when supporters of the Muslim-backed 
United Development Party went on the ram- 


page in Klaten ‘in Centra Java, the armed: 


orces said (76 Apr.). 


JAPAN 
| Scuffles broke out in parliament as angry 
opposition members tried to jostle. the 
budget committee chairman when he an- 
nounced the pushing throu; 
dget by the ruling Li 





hofacontrover- | will 
ral Democratic: 


Party (15 Apr.).. American trade sanctions 
against Japan went into ëffect (78 Apr.). 


‘MALAYSIA 


Sarawak’s chief minister and his. three- 
party coalition were returned to power after 
state elections (17 Apr. ). Former chief minis- 
ter of Sabah, Tun: Mustapha’ Haran, won 
seats to the Sabah state legislature and fed- 
eral parliament (/8 Apr.). 


PAKISTAN 

‘Troops with orders to shoot on sight were 
called into Karachi as the death toll in three 
days of ethnic rioting rose to 11 with 50 peo- 
ple: wounded (20 Apr. ). 


PHILIPPINES 
Military forces remained om full alert 
after.an attempted mutiny during which a 


rebel soldier was. killed and. two people 


wounded in a gunbattle. inside army. head- 
an Manila (/8 Apr. J- The 


t the 58 mutineers, 
ition and rebellion 


| tained 358 people for qt 





Thousands of students clashed wit 
for a second conseciitive day in rallies 
wide., protesting: a gepa freeze o 
changing haves Rare: 


from Korea University in Seoul ig 

ning battle with police on the anniversary © 
an uprising that toppled.the country's firs 
president (18. Apra} ce said they de 
ening in the: dem 
onstrations marking the uprising (20 Apr.). 


SRI LANKA 

‘The government launched a massive 
search ‘in eastern Sri Lanka for Tami. 
separatists who ambushed six vebicies and” 
massacred at least 127 people (28 Apr). 
More.than 150 people were killed and bu 
dreds injured when a massive terrorist bomb 
destroyed the main bus station-in central Co 
lombo (2/ Apr.). 


VIETHAM 
namese Went to the polls to elect 
ber national assembly (1/9 Apr). 
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Emily Lau in Hongkong 

‘peaking to the Basic Law Drafting 
mmittee (BLDC) in Peking, 
hina’s strongman Deng Xiaoping gave 
his “opinion” that universal’ suffrage 
-would not be beneficial to Hongkong. 
He also declared that the concept of 
separation of powers between the exe- 
utive, legislature and judiciary, as well 
as élections to a representative assem- 
bly; were unsuitable for Hongkong be- 
cause it was not acount 

In «this. significant 

’s professed position.of not inter- 
ering in the administration of Hong- 
cong during the transition period lead- 

1 to its return to Chinese sovereignty 

997, Deng has clearly stated what he 
oes arid does not want to see happen. 
- Until these remarks; made on. 16 
pril; Chinese officials, on most oc- 
ve stuck to the undertak- 
given in the Sino-British Joint 
c ion of non-interference. They’ 
also taken the position that Pe- 
an open mind ona future politi- 
stem for Hongkong and will listen. 
wishes of the Hongkong 
n, they have said- that. the 
cal system of the future special 
dministrative. region (SAR). will be 
letermined by the Basic Law, the SAR 
constitution, to be promulgated by 
he National People’s Congress in 
990. l 
eng said the Basic Law should not 
oo detailed and it should not borrow 
wlesale from’ the West. He reaf- 
med thatthe SAR, as laid down in the 
t declaration signed in 1984, would 
idministered by Hongkong people, 
t they must love Hongkong and love 
a. He: doubted whether elections 
universal suffrage could produce 
yatriots. He said that under 
's policy of “one country, two sys- ` 
* Hongkong would not-change its 
list system for 50 years after 1997, 
adding there was no need for change 
even for another 50-years after that. 

But hesaid Peking would interfere in 
Hongkong on matters which affect 
China's or Hongkong’s fundamental in- 

erests.. While Hongkong people could 
denounce the communist party and 
‘China, they could not use democracy to 
turn Hongkong into a base to oppose 
the mainland. Should this happen, Pe- 
















departure from. 






















































would ‘have to. interfere’. The Chinese 
‘my would only intervene during 
ajor disturbances, he added... ; 
“On the subject of Taiwan, Deng said 
thout reunification, Taiwan's 






ople. |} 


king and. the SAR executive “branch: 





Deng Xiaoping speaks frankly on the future running of the territory 


Now, down to basics 





































status would not be secured because the 
island might at some time be “taken 
away” by other countries, such as the 
US or Japan. 

Deng’s remarks came one week after 
Hongkong’s new governor, Sir David 
Wilson, assumed office and a month be- 
fore the Hongkong Government’s pub- 


lication of a green paper on the develop- | 


ment of representative government. 
One of the most contentious issues the 
paper will address is whether there 
should be direct elections to the Legisla- 
tive Council (Legco, the lawmaking 
body) in 1988. Chinese officials have re- 
peatedly stressed that political develop- 
ments in Hongkong must “converge” 
with the Basic Law and warned that 
anything not in accordance with the 
Basic Law would be overturned after 
1997. 

Political observers say Deng’s utter- 
ances indicate that the Chinese are still 
wary of British intentions and fear Lon- 
don may try to introduce direct elec- 
tions to Hongkong in 1988. The Chinese 
are also concerned by signs of support 
for- direct elections from pressure 
groups in Hongkong as a means of 
achieving a more accountable govern- 
ment — especially given the unhappi- 


‘ness here with the Hongkong Govern- 


ment’s decision to ignore opposition to 








owen 


the Daya Bay nuclear power 
plant and the more recent 
controversial Public Order 
(Amendment) Bill (REVIEW, 
26- Mar.), which: restricts 
press freedom. Deng’s re- 
marks were seen by some 
> people as:a warning shot to 
the: British as well as an 
attempt to influence the 
people and government of 
Hongkong. 

... Asenior Hongkong Gov- 
ernment official said Deng’. 
marks have “escalatea -) 
ents to the highest le vel.” 
However, he said it did no 
mean there would be no di- 
rect elections next year, but 
-admitted that things were far 

more difficult now. 

“At the moment there are 
‘only appointed and indi- 
‘rectly elected Legco. mem- 
bers. Various. different pro- 
. posals have been made to the 
BLDC, the most radical of 
which. is for 100% of Legco 
to be directly elected, but 
other proposals are for 
25-50% directly elected members. All 
but one. proposal put to the drafters 
have included some form of direct elec- 
tion. 





Ts highly ‘placed official, who did 
| not wish to be named, claimed that 
there was still- room for bargaining. 
However, he conceded that if China op- 
posed direct elections next year -— even 
if a eye government survey re- 
vealed a clear majority were in favour of 
them — the Hongkong Government 
would not put up a fight because Lon- 
don does not want a confrontation with 
Peking. “The British have no cards and. 
nọ chips,” he said. He insisted that’no 
direct-elections in 1988 did not mean no 
direct elections ever, while adding that: 
direct elections were not equivalent to 
“democracy” against which Deng had 
specifically warned. 

An official British source said Deng 
had said nothing. new, but his remarks 
“tend to set things in concrete.” He said 
the. option of direct elections at some 
stage could not be excluded, and —~un- 
like the Hongkong official — predicted 
“a hell of a row” with Peking if the 
majority of the Hongkong people want 
direct elections next year. He did not 
regard Deng’s rem s inte 
because he was saying no. more than 































, gener message was ošitive. He said it 
suring to see Deng being able to 
i app in public anid talk so confidently 
_ about the “one-country, two-system” 
| concept, given the conservative political 
cli in Peking recently. 
‘was concern both inside 
the Hongkong Government 
Deng’ s disavowal of separation of 
; for the SAR government. The 
as promoted in the BLDC as a 
i between an executive-led 
ative-led government struc- 
re. Tt has been adopted by the BLDC 
d widely accepted as the basis for the 
AR political system. 
` After Deng had spoken, the two co- 
s of the BLDC political sub- 


‘group e- from Ching and. one 


| from Hon gkong — immediately back-. 


tracked. Hongkong newspaper publish- 
^t Louis Cha said the subgroup’s 
to propose separation 
ers, but the independence of the 
judiciary plus checks and balances be- 
tween the executive and legislature. 
Mainland co-convenor Xiao Weiyun 
reiterated Deng’s dictate that. Hong- 
kong is not a country, so “separation of 
< powers” was not suitable. He said the 
| subgroup could not find a generally 
| understood expression, so they used the 
| term “separation of powers.” 
| ‘Significantly, Deng’s remarks on 
paration of powers and the reference 


| to the possibility of the US or Japan: 


“taking away” Taiwan, were not in- 
cluded in the official transcript:of his 
| speech. This indicated that the Chinese 

were concerned about giving the impress- 
; sion Deng might have influenced the 
| Basic Law drafting process, and possi- 
| ble repercussions from the Americans 
and the Japanese. 

Hongkong BLDC member, Martin 
| Lee, took issue with Deng’s statements 

¿m the final day of the BLDC plenary 
_ session, saying the remarks cast doubt 
| on whether the Chinese. leadership 
understood developments in Hongkong 
| or the Basic Law drafting process, He 


said the political. subgroup reached ‘a: 
| consensus on the concept of separation’ 


| of powers. after wide consultation and 
discussion. He added that the BLDC 


should. not abandon all its efforts j just on 


Deng’s words alone. : 

Yeung Sum, chairman of the politi- 
cal organisation Meeting Point, said 
that because of Deng’s special position, 
his remarks are bound to have a-wide 
impact on political developments in 
Hongkong and a big influence on the 
BLDC members. He added that the 
Chinese leadership should notissue iñi- 
lateral instructions on political deve- 
lopments in Hongkong — instead they 
should respect and understand the 
wishes of the Hongkong people. Yeung 
said that without mutual respect and 
mutual trust, the promise of 1 
“no change after 1997 is an vempiy one: a 








yearsof | 





The US plans to send a presidential envoy to Vietnam 


By Nayan Chanda in Washington 
B n-an effort to revitalise stalled. US- 
Vietnam cooperation on accountin 
for Americans missing in action (MIAS 5 
in Indochina; US Presi t Reagan has 
decided to send a special envoy to Hanoi. 
Although the official objective of the 
visit is a swift Repeat of “humanita- 
rian issues” between the two countries, 
: said the move is seen.in Washing- 
ton as an opening gambit to a broader 


‘ diplomatic initiative in Indochina. 


“The REVIEW has learned that‘on 17 
February, US officials informed Viet- 


‘nam of the administration’s: desire to 


send retired general’ John Vessey to 
Hanoi as Reagan's envoy. The date of 
Vessey’s visit will be decided after a pre- 
paratory trip by US National Security 
Council staffer Richard Childress. 

Asked about Vessey’s mission, a 
spokesman. at vietnam $, 


UN miss 


sion to tend a th dei 


envoy to Vietnam, 10. 


0 aj 
as leader of a presidential | 


‘commission sent by then 
US president Jimmy Car- 


taken by Reagan 
late. last year: ‘However, 
the Iran-Contra scandalin. - 
Washington and impor- . 
tant Vietnamese ‘leader- 





cent weeks revealed that Reagan's deci 
sion to‘take‘an initiative towards a 
followed.a study conducted by se 

ficials of the Defence and St 

ments late last year, The offic 
cluded that in view: of Vietnam 

cern about i improving Sino-So 

tions and: Hanoi’s derre tolibe 
economy, the time might be ripe: 

US to prepare for normalising relation: 
with Vietnam. 

However, in view of Reagan’s 
mitment to'a full accounting of d 
the face of strong public intere 
emotive issue, it was necessary t0: 
the MIA. problem before taking any 
other initiative. The administration 
considers it essential that Vietnam fu 
its promise of resolving the MIA prob- 
lem by the. end of 1987, 4 

But it had become ap- 
pn by mid-1986 that 
ietnam was unwilling t 
move as fast.as it had 
promised on the MIA. 
issue unless it obtained 


lve. 


phere” while Seok "i 
peration on the 


“the US and tipped 
echnical talks on the sub 


US of having a “hos 





ship and economic a gigs 
changes announced i 


(REVIEW, 1 Jan.) delayed follow-up on 
Reagan's decision while Washington as- 
sessed the political. developments in 
Hanoi. In January, the White House 
asked Vesseyto undertake the mission. 
The sources'said Vessey, 65, a deco- 
rated officer who served in Korea, Thai- 
land and Laos and- recently: retired as 
chairman of the US Joint Chiefs of 
Staff, was chosen because he is not only 
respected internationally but com- 
mands much respect at home as well. 
“With Vessey discussing the MIA issue, 
the Rambo groups won't be able to dis- 
pute his findings or. conclusions,” a 
source: said, referring to veterans’ 
groups’ which accuse the base) admin- 
istration of not doing enough to free pri- 
soners of war and recover the remains of 
Americans killed in the Vietnam: War. 
Interviews with a ni r of admin- 
istration ang diplomatic sources:in re- 


in Hanoi at Viet- 
nam’s party congress in December 1986 | 





attitude towards V 
dby the recent salew 
nti-artillery: radarto 


DEY 
| ese border-—~and by the establishr 


a US arms stockpile in Thailand eC 1 
though Vietnam had pledged to have at 


least six technical meetings with the US 


on the MIA problem, only four wer 
held in 1986, and since October last yea 
Hanoi. has repeatedly postporied: more. 
technical meetings. 

The US has sought to overcome’ 
nam’s- intransigence by holding: 
prospect of agreeing to establish d 
lomatic ties with Hanoi and helping to 
find a settlement to the Cambodia prob 
lem. “Last October, in unpublic 
meetings in New York with Vietnar 
visiting minister of state for foreign 
fairs, Vo Dong Giang, senior US ad- 
ministration officials discussed possible 
ways of improving t 
countries, inicludia 








































































By Suhaini Aznam in Kuching 


hat started as a family and fac- 
WW tional feud, turned out to be a 
‘watershed in Sarawak politics. The state 
election held on “15-16: April, while re- 
turning Chief Minister Datuk Patinggi 
Abdul Taib Mahmud to power, staving 
f a rebellion against him, resulted in 
foreseen emergence of a new di- 
the political scene in the 
yak nationalism. 
unting desire by Sarawak’s 
igenous: group for more say 
their future resulted in the Parti 
Dayak Sarawak (PBDS) winning 
f the 21 Dayak majority seats it 
intested, emerging as the largest single 
y in the 48-seat state legislative as- 
bly, beating even Taib’s. dominant 
Pesaka Bumiputra Bersatu’s 
) total of 14. 
e 28-seat simple majority achiev- 
| by the three. components: of Sara- 
ak’s National. Front coalition 
-Malay-Melanau PBB, the Chinese- 
| Sa 
i 











seats and the Dayak- 





self had quoted | 36 as the magi i 
re” he hoped to win, but he failed. by 
to reach his target. 

aib’s major irritant will- 


BB splinter group led by Taib’s uncle 
| former mentor Tun Rahman 


kub. Even though Permas scrapped. 


gh with only five seats, Rahman 
as dged to continue the fight against 
is nephew —- probably meaning Taib 
ill continually have to guard against 
is supporters being induced- to cross 
ver to the other side. 
‘For Taib, his personal victory’ by 
2,194 votes in Sebandi was made all the 
sweeter by Rahman’s unexpected .de- 
| feat in Matu Daro. Taib had thrown out 
va challenge to Rahman before nomina- 
tion.day to “meet me in Sebandi” in a 
one-to-one contest but ‘Rahman de- 
clined. 
“Their rival runs deep. Rahman had 

hand-picked aib.to, succeed him as 
chief minister in 1981, when he himself 

was appointed governor. In this way 
Rahman had hoped to keep power in 

Malay-Melanau hands, as well as have 
some direct control over the administra- 
tion: But Taib baulked at being just a 
xy chief executive.and a à drawn-out 
family feud ensued. 





wak United People’ s Party Sa 


:National Party with |/@ 
ns ane now faces the |1% 


come | 
rom the newly registered Permas, the. 





The Dayak awakening 


Majority ethnic group becomes the largest party in Sarawak 


tional Front component parties quit the 


coalition on 10 March and eventually: 


formed a new party, Permas, To‘averta 
vote of no confidence, Taib called the 
elections. 

This time, the threatened coup col- 
lapsed but Taib has not emerged un- 
scathed, for the indisputable Dayak 
awakening has overshadowed the more 
personal rivalry between Taib and 

, Rahman. Being from the same mould, 
the two advocate similar policies in any 
case, their main difference being one of 
personality. Cynical local observers said 
the outcome would only determine who 
owned more timber concessions. 

“Sarawak politics is timber politics,” 
conceded Taib. He had frozen 25 future 
concessions, worth about M$22,5 billion 
(US$9 fallin); to prevent them. from 








| being “concentrated in the hands of 
a few,” 
names. 

The campaign itself cost millions and 
seemed to involve more leadership 
rhetoric.than people participation. The 
incumbents, however, had the advan- 
tage in that Sarawakians identify the 
National Front with development -— 
Taib’s campaign line. 


aib’s side had the usual advantages 

of incumbency — plus control of 
helicopters belon ing to the quasi-gov- 
emmental Hornbill Skyways, a vital asset 
for effective campaigning in Sarawak’s 
hinterland when one’s rivals were rele- 
gated to boats and four-wheel-drive 
vehicles. 

Meanwhile, the PBDS’ “Sarawak for 
Sarawakians” theme obviously went 
home. Superficially innocuous, the slo- 
gan was used not asan anti-federal rally- 
ing cry, but to appeal to the 31% Iban 
(Sea Dayak), Bidayuh (Land 
Dayak) and 2, Orang Ulu who make 
. up Sarawak’s 45% ethnic Dayaks. to as- 
. ert themselves. 

Despite their numbers, political and 












he said, without naming 





unity. The. largest Dayak group, | 
the Ibans, come from a fairly egalitarian 
society, without the feudal structure 
that is the basis of modern Malaysian 
politics.. Moreover, the Dayak ethnic 
sub-groups had always been politically 
divided,. geographically isolated and 
mutually suspicious. Somehow, this 
time, such.old resentments were sub- 
merged, 

Perhaps. the greatest sign of the po- 
tential force of the Daya ak awakening 
was Taib’s own rejection during the 
campaign of any suggestion of parallels 
between the rise of Kadazan sentiment 
in Sabah and that of the Ibans. in 
Sarawak. In 1985, the Kadazan-based 
Parti Bersatu Sabah (PBS) won the. 
Sabah. elections, inspiring Dayak 
nationalists in neighbouring Sara- 
wak. 

Even though the PBDS now controls 
only a third of the assembly, its bargain - 
ing power has more than doubled, mak- 
ing it both the stronger partner in the 
PBDS-Permas alliance.as well as giving 
it a stronger platform from which to 
stand up to Taib’s PBB in negotiating 
for Dayak benefits. In this sense, the 
PBDS strategy worked, with its mes- 
sage to “unite, unite, unite,” in the 
words of PBDS’ James Masing. 

“The Dayaks will never be the same 
again,” said an Iban activist. Today’s 
victory means a chance to push for a 
Dayak chief minister at the next 
election in five years’ time. For now the 
Dayaks understand that Sarawak must 
keepa Malay-Melanau leader in the in- 
terests of keeping smooth federal-state 











- relations, he conceded, reflecting on the 


PBS’ troubled existence in Sabah for a 
year after its initial victory. 

The PBDS is now in an awkward po- 
sition where Taib no longer recognises it 
as a Sarawak National Front component 
because it broke ranks when it fielded 
more candidates than were allocated to 
it, then proceeded to contest the elec- 
tion under its own symbol — but the” 
federal coalition still has not decided the 
party’s fate, Save for Prime Minister 
Datuk Seri Mahathir Mohamad’s flying 
visit to Matu, Daro, accompanied by 
Taib on the eve of polling, federal lead- 
ers. stayed conspicuously away from 


-what was regarded as a “state mat- 


ter.” 

There is some hope for a workable 
relationship: Within PBDS and Permas 
circles, PBDS president. Datuk- Leo 
Moggie. and Masing are considered 
moderates; one. “extremist” leader, 
PBDS deputy president Datuk Daniel 
Tajem, lost in the election, neutralis- 
ing the effect of political representation 
along ethnic lines. 

eanwhile, the. continued. viability 

of the FRPS Termas “marriage of con- 
is doubtful since the 

moving Taib has, ~ 
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is better than promises. 





For a balanced view on portfolio management, 
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ATT Wat 


Having built around 3500 transport aircraft since 1945, British Aerospace has now developed its new ATP Advanced Turboprop airliner, 
__ the quietest and most efficient in its class. 





In the light 
of experience 


Beneath the classic lines of the Advanced Turboprop 
ATP lies a “mean machine” —with the lowest seat mile cost 
in its class. 

Arevolutionary new technology engine and 
propeller combination, developed with our US associates, 
gives an economic cutting edge at lower noise levels than 
any other airliner. 

Behind ATP lies our vast experience from previous 
aerospace advances such as supersonic CONCORDE, V/STOL 
HARRIER, the RAPIER low level air defence system and the 
GIOTTO satellite which intercepted Halley's comet. 

British Aerospace today designs and builds more 
types of aircraft,defence and space systems than any other 
single company in the world. 

And when it comes to finding better solutions to 
environmental and economic challenges through 
aerospace technology, British Aerospace experience will be 
atthe forefront. 


BRITISH AEROSPACE 


=- Up WHEL 
we belong 


British Aerospace pic, 11 Strand, London 


Photographed at British Aerospace, Woodford. Feb. '87 








Introducing a fa 


with an importan 


The 


upward. to more powerful IBM 


IBM computers. Down, to less 


complex members of the family. 


















Back. to previous models of the 


Personal IBM PC family. And even 


sideways, to other data 
System / A sources. 


Introducing a new family of 





personal computers with built-in 
capabilities that will help shape 

the future of personal computing. 
The technology and architecture 





they incorporate w ill bring a new 





level of power and performance 
to the jobs you do now. But just 
as important, these personal 
systems are ready to do the kinds 
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of tasks you will want to do as 


your needs grow. 


Zs 


Our new standard: 
more storage, less space. 


To start, the Personal 
System/2 may well be the 
most connectable family of 
personal computers ever 
offered. They will connect 


Model 30-022 


“IBM Personal System/2 is a trademark of the IBM Corporation. 


of personal computers 
1ew feature built in: 
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= als 
il | —_ 
| = 
HEER. L Model 80-111 
| 1 Model 80-071 


Ca Model 80-041 
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aE) Model 60-071 








adel 60-041 


The future will demand 
eater performance, so we built 
hat in, too. Our top model uses 
n advanced 32-bit processor 
nd is one of the fastest personal 
omputers ever created. 
combine this speed with up to 
6Mb of user memory and up to 
30Mb of storage and you have 
erformance that approaches 

minicomputer. 





The future of personal com- 
puting also looks much better 
than the past: sharp, clear images 
and text that resemble photo- 
graphs and printed pages. With 
a palette of colours in over 
250,000 shades at your finger- 
lips, you can create impressive 
charts, graphs and presentation 
materials that ordinary personal 
computers can’t approach. 

Even though we built in the 
future, we haven't forgotten that 
you may already have a signifi- 
cant investment in personal 





A rainbow of colours 
in over 250,000 shades. 


computers. The new Personal 
System/2 will run virtually all 
of the software written for the 
original IBM PC family. The 
diskettes, however, are different. 
The Personal System/2 uses 

a handy compact diskette that 
holds twice as much data. So 
IBM offers inexpensive con- 
verters to help you transfer your 


programs and data to and from 

the new Personal System/2. 
We're also building software 

for the future. Available later 


this vear is an advanced new 





The Quietwriter: a perfect partner 
operating system that will form 
the basis for easier and more 
powerful applications, but still 
run your existing software. The 
IBM Operating System/2 will let 
programs access more memory 
and will let you run several 
programs at the same time, so 
you can work rather than wait. 

Your IBM dealer can show 
you the new computers, new 
displays, new printers, new soft- 
ware and the new possibilities 
that will shape your personal 


computing future. 
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Sensuously Smooth. Mysteriously Mellow. Gloriously Golden. Who can resist the magic of Camus XO Cognac? 
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Coping with confrontation 


-USin quandary over Chun’s suspension of reforms debate 


By Nayan Chanda in Washington 
though Washington is dismayed by 
h Korean President Chun Doo 
an’s 13 April-decision to call off talks 
, anging the constitution, it is unwill- 
-ing to put any public pressure on Seoul. 
Caught in the old dilemma of reconcil- 
ing the promotion of democracy: with 
stability and its global strategic interest, | 
Washington is tilting in favour of secu- 
rity but hopes that a confrontation may 
still be avoided through moderation and 
compromise. 
-u The US was unable, and perhaps un- 
willing to attempt to prevent Chun from 
toking his decision ending the constitu- 
2D ate with the opposition fol- 
gih move by leading dissidents 
Kim Young Sam and Kim Dae Jung.. 
* to split from the opposition ‘New 
Korea Democratic Party (NKDP), tak- |! 
ing the majority of its members into a 
new grouping (REVIEW, 23 Apr.)... > 
~ But Washington has since tried to 
¿Strain Seoul from escalating the issu 
‘The RE has learned that Washin: 
ton. brought considerable diplomat 
pressure. on the South Korean Gover 
Ment to remove its ban on an 18 April 
“meeting between visiting congressman | 
Stephen Solarz, chairman of the House 
subcommittee on Asian and Pacific af- 
fairs, and Kim Dae Jung. 
The government had earlier decided | 
not to:allow Kim to meet Solarz on the 
grounds that it would amount to:allow-. | 
ing him to: participate in politics. Kim, | 
currently serving a suspended 20-year ' 
jail term on a 1980 sedition conviction, {| 
is legally banned from politics. How- 
ver, Washington felt that sucha denial. 
ould insert the Korean question into 
domestic US politics. M 

While the Kim-Solarz meeting was a 
minor “success” for the US administra- 
tion, it is concerned by the prospect of 
spiralling opposition, repression and 
violence and of anti-US sentiment gain- 
ing ground, However much the US de- 
nics: it, it is widely believed .to-have 
‘strong: clout in Seoul — a belief: pro- 
moted.by both the government and the | 
opposition for their own reasons. State 

“Department sources said that a news- 
paper close to Chun has sought to 
present his decision as. approved by 
the US — a claim that is, they said, un- 
true. 

While: officially the administration 
refuses to discuss its diplomatic ex- 
changes, sources told the REVIEW that 
both the US Ambassador in Seoul, 
James Lilley, and the State Department | 
in Washington were informed, almost 
simultaneously, of the content of 

+ Chun’s speech 24 hours before he made 




















the announcement on South Korean 
TV 








Itis-unclear whether the Reagan ad- 
‘ministration made any attempt to dis- 
suade Chun from scuttling the talks on 
the constitution but the sources strongly 
denied. that. the- US- approved of- the 
move, One analyst’ speculated. that 
Chun may well have deliberately chosen 
to advise the US Government at a 
weekend, and at a time when Secretary 
of State George Shultz was on a’trip to 
Moscow and all attention was on the 
crucial arms-control talks. - 

. However, many observers think that 
even if the US policymakers had been 
given more time to deliberate they were 




























unlikely to have intervened to head off 
the. decision. Administration sources 
said that they were not-totally surprised 
by Chun’s. move. As one official said, 
this. was.an option that had always been 
available to the president. 

Ina speech on 30 April 1986, Chun 
had said that if the parties in the assem- 
bly agreed upon constitutional change 
he would not oppose it. “The unspoken 
option was that he. would oppose it 
otherwise.” While the US was aware of 
the possibility of an opposition split and 
Chun’s move towards scrapping the 
constitutional change, it had expected 
Chun to play along for:another month 




























Korean shadow-boxing: page 22 








i suspending indefinitely the debate on 
| constitutional change, the US will ap- 


| statements. “We are unhapr 


| are not going to do a damn thing about. 
| it,” Harrison said of the US policy. 


| for supporting Lee Min Woo but we 
| |. were trying to support a process,” an of- 


| programme, was that it tried to bri 


negotiation, the Reagan administrs 





The ‘other options ihat the US. 
thought Chun might try were the gov 
ernment’s Democratic Justice 
ramming something through the | 
bly or some compromise being reac 
with the opposition. 

Critics of the US policy, however, 
believe that Chun’s latest move was en. 
couraged among other things by the ad- 
ministration’s failure to follow i 
own. announced: position. Selig Hai 
son, a senior associate of the Ca 
Endowment, said: “It was very cle 
during the Shultz visit [to Seaul}in early | 
March that the US would basically.¢ 
along with whatever Chun did.” 

While. Assistant Secretary of State 
Gaston Sigur’s speech in February call. | 
ed for. permanent civilianisation of © 
South Korea and the creation of 
“more open and legitimate political sys 
tem” it was, said Harrison, t 
posture than policy,” because’ no 
tempt had been made to develo 
operative. policy other than half-hear 
tedly promoting nominal NK DP oppo 











































position: leader «Lee Min Woo 
| promise formula (REVIEW, 16, 


ar 
Now that Chan has taken thi ‘ol. 









peal for. moderation and issue tepid 
bat we 


State Department sources denied. 
the US had been playing the Lee Min 
Woo card. “We have been lambasted 









ficial said. “What we liked about Le 










the gap between the intractable posi | 
tions taken up by the government and _ 
the opposition,” The US did not suggest 

what arrangement it liked, it simph 











| wanted to sega process that would bring: I 
compromise and stability, he said. 


Although Chun has shut the dow oF 










still hopes confrontation.can be. a 
ed. It sees signs of hope in the f 
that Chun has ordered the gradual 
phasing-in of elected local officials ( 
are currently all appointed), and reform: 
of the press law. The fact that Kir 
Young Sam has called for talks with | 
Chun is also viewed as a positive sign. 
“We feel that the game is not over,” 
one State Department official said. 
“The key to watch is whether Chun can | 
prevent the total boycott of the elec. | 
tion.” Chun has pledged to step down it 
February 1988, and under the present 
system, his successor will be appointed 
by a popularly elected, albeit weighted- 
against. the opposition, $,000-strong 
electoral college. Washington hopes 
that if Chun can bring enough improve- 
ment in the system: the opposition may 
still return.to participate in the coming | 
election. a g 



















































-By John McBeth in Seoul 


S: outh Korean officials are now await- 
ing a reply from Pyongyang in the 
t latest of a series of exchanges which 
‘began in the New Year and have been 
punctuated more recently by a US deci- 
ion to renew casual diplomatic contacts 
ith North Korea in neutral settings 
(REVIEW, 23 Apr.). 

< Diplomatic sources say the North 
has demonstrated a greater degree of 
flexibility, backing away from its initial 
‘proposal for high-level political and 
military talks and coming at least part of 





































counter-proposal for.a meeting at the 
_ prime minister” level. The sticking 
point, however, is Seoul's insistence 
that any such meeting must be preceded 

by the. resumption of the suspended 
North-South humanitarian and econo- 
mic dialogue and also discussions on the 
Kumgang Dam — a massive under- 
aking north of the demilitarised zone 
‘hich the South fears could be used by 
the Pyongyang authorities to unleash a 





Han River, which flows through Seoul 
(REVIEW, 20 Nov. °86). 

The ‘North did not altogether rule 
ut Seoul’s preconditions in a mes- 
€ in early March, indicating it might 


Kedar Man Singh in Kathmandu 

he recent election for the village and 
‘town panchayats (elected councils) 
came as severe shock to the Nepali Con- 
-gress party, as it lost heavily in some 
85% of the constituencies. The defeat in 
the partyless local polls was all the more 
ignificant because Congress lost even 
n areas which the party considered to 
eits strongholds, with the exception of 
the capital, Kathmandu, where it bag- 
ged. both the mayor’s and deputy 
mayor’s posts. 

With 188,755 seats up for election in 
33 towns and 4,015 villages, the Con- 
gress made a good showing only in 13 
towns winning four posts of mayors and 
nine of deputy mayors. “Of the total 
seats, government-backed: candidates 
won: 65%, while leftists of various 
| shades captured 20%. -The most 
humiliating of the defeats for Congress 
was in Biratnagar town, the birthplace 
-of the late B. P. Koirala, the founder of 
„the Congress. 

“= Other notable losses for the party 









the way towards agreeing to the South’s. 


idal wave into the lower reaches of the | 


Anew round of North-South meetings is expected 


be prepared to discuss humanitarian 
and water-resources issues at the same 
time as the prime ministers’ ses- 
sion. But in its latest letter of 30 March, 
it ignored the South’s contention that 
these initial contacts were necessary to 
foster an atmosphere of mutual trust. 

In his reply to that letter on 10 April, 
South Korean Prime Minister Lho Shin 
Yong restated Seoul's’ position and 
proposed that the water-resources 





conomic meeting at the same 
e on 12 May and the 11th “full- 
dress” ‘Red ‘Cross session in Pyongyang 
on 19 May. 
Lho, who is generally regarded as 
President Chun Doo Hwan’s most 
trusted adviser, said the deepening ten- 
sion and confrontation between the two 
sides was due to accumulated distrust 
and discontinuity (of dialogue) and 
made it clear that higher-level contacts 
would be difficult: without progress 
being. achieved in other established 
forums. 
North Korea called off the inter-Ko- 
rean dialogue early last year.in protest 






















epali Congress loses heavily in local polls 


came in major commercial townships of 
the Terai region in southern Nepal: 
Janakpur, Birgunj, Dharan, Bhairawa, 
and Nepalgunj. These towns, located 
along the border with India, have been 
more open to the party-based Indian 


to be banking on gains here. 

Analysts attribute the debacle of 
the Congress to half-hearted attempts 
made in its election campaign: The Con- 
gress, which has been opposed to the 26- 
year-old partyless panchayat system 
and has advocated a parliamentary sys- 
tem based on political parties, had 
boycotted the earlier polls. It entered 
the recent campaign belatedly and its 
candidates had to contest without party 
affiliation, though the declared inten- 
tion of the Congress was to capture 
power at the local level with the even- 
tual aim of destroying the whole pan- 
chayat system itself. 

Some observers maintain that the 
Congress, having... been „out « of 








political system and Congress appeared | 











mainstream politics for a generation, 

has lost a lot of its mass base , particular- 
ly in the countryside. In the intervening 
period pro-panchayat forces have built 
up their own grassroots support. ‘The 
congress had wanted to hold a confer- 
ence of its successful. candidates in the 
récent election to’ pass’ resolutions to 
dismantle the panchayat system. Thi 

led to pro-panchayat forces formin_ 
electoral understandings with other 
groups — including Marxists — with the 
aim of defeating the Congress. 


O n its part, the Congress has blamed 
pro-panchayat elements and bureau- 
crats for large-scale vote-rigging, intimi- 
dation of voters as well as its party ac- 
tivists. Surya Prasad Shrestha, the chiéf 
election commissioner, denied that 
there had been any rigging or that gov- 
ernment functionaries had: interfered . 
with the polling process, which was held 
between 17 March and 3 April to cover 
many of the remote areas. 

All the same, fearful of official inter- 
ference some 3,000 Congress volunteers 
and sympathisers kept vigil outside 
Kathmandu Town Hall for six days to 
ensure proper counting. Of the 180,000 
voters in the Kathmandu. town pan- 
chayat, some 75%: turned out to vote 
but only 509 total could cast their 
ballots. Pročcdure was soo 




























ticising the manoeuvres again 


hi year through the Military Armistice | 


ission, as it has done since the 
te he war games in 1976, it has sur- 
isingly used the same occasion for'its 


rean officials are privately 
usiastic about the exchange and 
he northern communists are 
ly after propaganda points, while 
their familiar strategy of seek- 
drive a'wedge between Wathing: 
on and Seoul... 


he’ real test of that flexibility is 
y to come in June, and in Switzer- | 


rather than through diplomacy on 
rided peninsula itself. With only 
onths to go before its ‘self-im- 
ptember deadline, the Interna- 


tional Olympic Committee (IOC) will |] 


h ldir fourth round of talks’ to des 


aying that” ongyan 
“dropped its insistence on holding ei 
: the opening or closing ceremonies es ofthe, 1: 


| games.. 


slow and complicated that mår 
|- went.home after: peas inli 
| eral poo without. reising | th 


‘mayor and deputy mayor in | 


; Ka thmandu: won handsomely in«a 
crowded field despite heavy campaign- 
ing on behalf of pro-government candi- 

The vote in Kathmandu 
y some as a protest agai 


ditions of the ld which resembles a | : 


| huge. du np, id where even 


of the Congres S: ir 


$ contrasting os in | 


has created an im 


ajority. ; i ; 
Yet another election, that of 75 dis- 


t panchayats, is due to be held before 
| the end of May. Under a plan of decen- 
| tralisation the district bodies wield con- 
siderable financial power in..develop- 
“amental:schemes: If the Congress ere to 


bag the district body in the capital, it . 


would have aà golden. opportunity“ to 
show its.capacity for go 











In Manila 
one hotel created ‘Guest Relations’. 


_You won't want to stay anywhere else. 
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Old guard u 


By Cari Goldstein in Taipei 


Fov Premier Yu Kuo-hwa and his 
; chief backer, President Chiang 
= Ching-kuo, have staved off the latest 
‘upsurge in pressure for the unpopular 
© former central banker to step down. But 
unhappiness with Yu remains strong 
within the ruling Kuomintang (KMT) as 
well as among intellectuals and the op- 
position. His authority appears to have 
been gravely damaged by the unpre- 
cedented attacks mounted from all 
sides, and it remains an open question 
how long the 73-year-old Chiang family 
confidant can remain in office. 

The chorus of criticism against Yu 
for his alleged substantive and stylistic 
shortcomings reached a high point in 
early April. It included attacks by some 
KMT and opposition legislators, un- 
favourable public opinion polls and 
newspaper editorials calling openly for 
his resignation. 

However, a counterattack mounted 
by the party faithful in the Legislative 
Yuan, plus some timely legislative and 
“budget compromises, seem to have 
saved the day for the moment. Follow- 
ing a steady blitz of criticism and un- 
favourable press coverage of Yu’s 
performance, the KMT leadership 
mobilised its 59 elected legislators, plus 
one independent, to issue a joint state- 
ment on 7 April lauding the achieve- 
ments of the Yu cabinet’s three years in 
office. 

Shortly thereafter, Yu promised he 
would raise the share of the national 
budget alloted to education to 15% 

















nder fire 





| Premier Yu wards off KMT and opposition attacks, for the moment 


within three years — as called for in the 
constitution — up from 13% in the 1988 
fiscal year budget now under discussion 
in the legislature. He also promised to 
raise the bureaucratic standing of 
the Environmental Protection Depart- 
ment, thus addressing at least two of the 
areas for which he had been roundly 
criticised by ruling party and opposition 
legislators. 

The authorities’ next move was to 
launch the first stage of what may be- 
come a broader cabinet shakeup. This 
had the effect of diverting attention, at 
least for the moment, from Yu. The 
KMT central standing committee on 
8 April named Vice-Premier Lin Yang- 
kang and Defence Minister Wang Tao- 
yuan as president and vice-president, 
respectively, of the Judicial Yuan, 
which oversees the court system. 

Observers say others ripe for re- 
placement include Economics Minister 
Lee Ta-hai, who has been called the wu- 
wei, or do-nothing, minister, Council 
for Economic Planning and Develop- 
ment (CEPD) chief Y. T. Chao, who 
has aliented powerful segments of the 
bureaucracy through his outspoken 
style, and possibly central bank gover- 
nor Chang Chi-cheng, who has become 
a target of criticism because of the mas- 
sive buildup of foreign-exchange re- 
serves and the appreciation of the NT 
dollar. 

Still, economic and financial policy 
would not likely change significantly as 
long as Yu remains at the head of gov- 








ven before being unexpec- — 
tedly named premier in 1984, Yu was 
the chief policymaker in these areas in 
his capacity as both central bank gover- 
nor and CEPD head. Just as important, 
political credentials earned by his de- 
cades of loyal service to the Chiang 
family — he began his career in 1936 as 
the late president Chiang Kai-shek’s 
personal secretary — have gained 
him the younger Chiang’s complete 
confidence, regardless of outsiders’ at- 
tacks. 

Critics say that Yu's failings range 
from his overly conservative approach, 
which has resulted in a failure to push 
economic and political reforms over 
bureaucratic obstacles, to his language, 
which many people in Taiwan find dif- 
ficult to understand. Huang Chu-wen, a 
moderate KMT legislator, said: “Yu's 
conservative approach to government 
has made him unable to grasp the op- 
portunities for change afforded by tk- 
changing times.” 

The premier’s mandarin is heavily 
accented by a regional dialect. The lan- 
guage gap is often described as a symbol 
of Yu’s alienation from modern Taiwan 
society. 





A late March opinion poll of some 440 
university professors by the Repub- 
lic of China Public Opinion Society, 
which is headed by a KMT legislator, in- 
dicated that 52% were dissatisfied with 
Yu’s achievements during his three 
years in office, while only 34% express- 
ed satisfaction. A poll by another group 
found even less support for the premier. 
Perhaps even more important than the 
polls was the wide play they received in 
major local newspapers. 

The press remains subject to KMT 
controls on sensitive political issues, but 
editors and reporters have been assert- 
ing greater independence of late. The 








result has been p 
relatively hard-hitting articles and 
editorials which would have been im- 
possible only two or three years ago. 
This phenomenon -was emphasised 





when the Indeperidence Evening Post, a. 


Taipei daily newspaper, called for Yu to 
step down in its lead editorial of 1 April. 
“Premier Yu's leadership abilities are 
clearly insufficient, and therefore the 
authorities should seriously consider re- 
placing him and reorganising the 
. cabinet,” the newspaper said. . 
Yu has come under heavy criticism 
for failing to prevent the tense state of 
relations with the US over trade issues. 
> Protectionist sentiment in the US Con- 
-gress has been strengthened by- the 
widespread perception in Washington 
that Taipei has dragged its heels on re- 
ducing tariffs and other trade barriers, 
thus exacerbating the trade imbalance. 
© -u Referring to tariff cuts and other 
easures announced in Taipei on the 
e of trade talks in Washington, a 
prominent native Taiwanese business- 
„man. said: “If Yu had been willing to 
push: hard, we could have done. these 
things: two years ago and avoided this 
heavy pressure from the US.” 

The widespread disaffection has led 
to unprecedented attacks on Yu. Not 
unexpectedly, Yu’s unpopularity has 
made him a tempting target of attack for 
eee Democratic Progress Party 
(DPP) legislators. The opening of the 
legislature’s current session brought the 
unheard-of spectacle of Chu Kao-cheng, 
a newly elected DPP legislator, waggin 
his finger in Yu’s face as Chu lecture 
the stony-faced premier on his alleged 
shortcomings. 

Both ruling party and opposition 
legislators have taken Yu to task for the 
failure of the government’s “Three No” 
policy, which forbids all negotiations, 
contacts compromise with Peking. 
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INDIA 


Of arms and men 


Bofors figures in a kickback scandal 


By Salamat Ali in New Deihi 
EY asthe. Indian Government. was 

coping with charges of kickbacks 
over the purchase of West German sub- 
marines (REVIEW, 23 .Apr.), yet 
another scandal involving Bofors, the 
largest Swedish arms manufacturer, has 
come to haunt Prime Minister Rajiv 
Gandhi. On-15 April, the state-owned 
Swedish radio reported that Bofors had 
bagged a huge arms order from New 
Delhi. late last year by paying US$16 
million to members of India’s: ruling 
Congress party in an undercover opera- 
tion, code-named Lotus. 

The Indian cabinet held a lengthy 
meeting on 17 April and strongly denied 
the charge, whereupon 
the Swedish radio re- 
peated the charge, adding 
it had documentary proof 
of the payoffs in four 
instalments to Indian ac- 
counts in Swiss banks and 
that it had also checked 
with Skandinaviska : En- 
skilds Banken, the bank- 
ers for Bofors, 

On its: part, Bofors 
also denied making any 
kickbacks to Indian po- | 
liticians or officials. in. 
the deal involving the 


155: mm ‘howitzers 
worth US$1.3 billion: On 
19 April, Edel. Stam, 
Stockholm’s. ambassador 
to New Delhi, called on 















military complained to the Defence 
Ministry which took up the matter with 
Bofors. A high-level Indian team visited 















proved that the 
range ‘of abo 
Ministry rebu 
nounced. : 
and arm quart 
fied with the gun wh 
25 km, and de 
lent used for the projectile, could he ine 
creased to 30km. i 
In the face of the quickening p 
attack on his gover 
Gandhi resorted to 
has’ by now: beco 
routine exercise of blam- 
: ing the country’s ills on 
foreign interests. On 
April he held a day-long 
meeting of top party off. 
tials, cabinet members 
chief ministers of Con 
and 












































hold party conventionyin > 








the Indian Foreign Minis- 
try tohand over a note declaring that no 
middlemen existed'in the howitzer sale 
and that in the autumn of 1985 Gandhi, 
during his talks with. the then Swedish 
prime minister Olaf Palme, had insisted 
upon eliminating. middlemen in. Indian 
defence deals. But the note added that 
the contract was concluded directly be- 
tween Bofors and the Indian Defence 


“Ministry. Gandhi held the defence port- 


folio when the deal was signed last year. 
Hard on the heels of the Swedish 


| broadcasts, the Indian. press implied 


that the Swedish guns were. sub-stand- 
ard. On 19 April, The Statesman daily 
reported that the Bofors howitzers were 


| required to have an effective range of 24 


km, extendable to 30km. This require- 
ment was essential to the Indian army 
to match the US-supplied Pakistani ar- 
tillery of similar range. 

But the report revealed that during 
Operation Brasstacks:=— the. recent 
large-scale’ Indian. army exercise: — it 
was found that the newly supplied guns 
had a range of well under 21 km. The 









all districts of the count 











immediately, “to explain the. serious” 
situation facing the country.” The. dis- 
trict meetings are to be followed byt 
day conventions in every state capital 
the end of May. 

The seven-page resolution adopte 
by the meeting accused the US—.witl 
out naming HW explicitly —~ of using 
Pakistan to destabilise India. The 
ution charged “countries hostile to 0 
national interest,” in league with “ 
ties of the Right reaction” in In 
launching a campaign of calumny 
topple the government . . _ throug 
trickery and fraud and through open i 
citement of lawlessness and. sutve 
sion.” 

However, the opposition is noréon 
vinced of the alleged foreign invel 
ment in destabilising the count 
has called for an inquiry by an all-party 
parliamentary committee imo al th 
arms deals. While the government will 
not concede the oppesition’s demand it | 
is still stuck with having to clear ite |. 
name. = 


























































































































protest: persecution of dissidents. 





“Secondly, the people on the island 
realise thatthe present policies of the 
KMT are leading Taiwan into yet 
deeper: international diplomatic isola- 
tion. While the authorities argue that 
they continue to keep “substantive” — 
“meaning mainly economic — relations 
with most countries in the world, the 
fact that only some 23 nations — either 
small ones in the Pacific, or authorita- 
rian regimes in Africa or Latin America 
—- maintain formal diplomatic relations 
with the Republic of China is not lost on 
the Taiwanese, They are looking for an 
alternative. 

Thirdly, both in the US and Western 
Europe, there has been a. growing 
awareness of the undemocratic nature 
of the political system in Taiwan. Politi- 















































he Taiwan elections. of last De- 
: cember, in which the-newly formed 
. Democratic Progressive Party (DPP) 
won 12 seats in the Legislative Yuan and 
11 seats in the national assembly, 
prompted a number of commentators in 
the international press to discuss the is- 
sues of self-determination as well as in- 
- dependence for Taiwan. 

The discussion was brought about by 


~ tion figured prominently in the election 
: platform of the new party. The first arti- 
cle of the 12-plank platform stated: 
“The future of Taiwan’shouldbe de- 
cided by all the people on- Taiwan.” 
Taken together with other articles in the 
. platform — which emphasised the need 
- for full democracy on the island — this 
statement represents a clear and re- 
freshingly new alternative to the ruling 
~ Kuomintang’s (AMT) worn-out policy 
of recovering the mainland. 

It was the first time in recent history 
_ that this matter has been discussed so 
widely. Of course the issue is not new. 
Observers familiar with Taiwan politics 
know that among Taiwanese — particu- 
larly in the overseas communities in the 
i! US, Japan and Western Europe — sup- 
port for these ideas is widespread. How- 
ever, in. Taiwan itself the KMT has kept 
a tight lid on such ideas. Until very re- 
cently, anyone discussing independence 
openly was quickly put behind bars, 
while the use of the word self-determi- 
nation was banned. Opposition candi- 
dates using this term. in their campaign 
literature or in speeches were warned 
that they were subject to prosecution. 

The. reasons for the KMT's ap- 
prehension are clear. The rulers im 
Taipei still claim to be the rightful gov- 





Let the people decide 
the future of Taiwan 


the fact that the issue of self-determina- | 













-ernment of all of China. Abandoning: 
this claim would mean elections for all: 


the seats in the legislature, which would 
undermine’ the KMT’s rule even 
further. The KMT. has continued: to 
have an overwhelming legislative 
majority because that body is largely 
made up of elderly mainland represen- 
tatives who retain the so-called perma- 
nent seats. A legislature elected only by 
the people of Taiwan could not be 
counted'on to keep‘alive the old myths 
of récovering the mainland. 

Still, coming to an accommodation 


with the native Taiwanese majority on 


the island -— 85% of the population of 
19 million — is essential for the Chinese 
Nationalists. The mainlanders on the is- 
land are in a numerical minority and they 


are quite conscious of it. Until recently: 


they were able to keep a tight rein on 
political expression and activity outside 
the ranks of the KMT..A combination 
of factors, both inside and outside the is- 
land, has ended the KMT’s straitjacket. 

First, there is an increasing political 
awareness on the island, which is not 
only due to the increasing importance of 
a well-educated middle class:-~ as is 
often emphasised. by the Taipei’ au- 
thorities — but primarily to an increas- 
ingly active, cohesive and inventive op- 
position. The formation of the DPP in 
September 1986, and the party’s excel- 
lént performance in the December elec- 
tions, mean that there is now.a viable 
political alternative in Taiwan: the DPP 
has proven itself a credible force to be 
reckoned with in the future. 




















editor of the Taiwan Communique, 
published by the International 
“Committee for Human Rights in 
` Taiwan. a 






cians, church leaders.and human-rights 
groups have exerted a continuous pres 
sure onthe. KMT to move toward 
democracy. Bes 
Particularly, a number of leading US 
Democratic and Republican legislators, 
including Edward Kennedy, Claiborne 
Pell, David Durenberger, Stephen Sol- 
arz and Jim Leach, have since the 
Kaohsiung ‘incident of December 1979 
worked hard to convince the Taiwan au- 
thorities to end human-rights violations 
and move towards a democratic politi- 
cal system. The cumulative effect of 
these efforts is beginning to be felt. - 
Also, some : less-conservative ele- 
ments. within: the KMT have begun to 
realise that in the long run the stability 
on the island can only be guaranteed if 
the people have a commensurate say in 
the government. However, the KMT as 
a whole is an archaic structure and will 
move in that direction only very slowly. 
The old diehards in the. military and se- 
cret police organisations, among others, 
will attempt to keep their power struc- 
ture in place as long as possible.) 





he elderly leaders in Peking see the 

“liberation” of Taiwan as the last 
piece of unfinished business in their long 
struggle with the KMT. Just like the old 
stalwarts of the KMT, they still consider 
Taiwan to be a province of their China. 
This claim stems from the last phase of 
the Chinese civil war, which was-fought 
on thé: mainland, and in‘which the na- 
tive Taiwanese had no part. 

It-was-not until after the Cairo. Dec- 
laration of -1943.-— when. the Allied 
Powers unwisely and without consulting 
the island's : population, supported 
Chiang .Kai-shek’s claim to Japanese- 
occupied Taiwan -—--that the Chinese 
communists voiced any claim to sover- 














20 y, 
the National ‘People’ ongress Pen 
Zhen expressed criticism, while on. 
December, Chinese Foreign Ministr 
spokesman Ma Yuchen declared that he 
was “firmly opposed” to any moves by 
Taiwan to seek independence. 

Thus, both the authorities in Taipei 
as well as those in Peking apparently 
want to prevent a discussion on self-de- 
termination. This will not be so easy as 
-determination is a basic right en- 
shrined in the UN charter. It is not to be 
thrown over-board for the sake of politi- 
cal expediency. All the members of the 








UN, including China, are bound by this: 


basic principle. If it is applicable to such 
outposts of human civilisation ‘as Van- 
uatu and Namibia, which have only a 
few hundred thousand inhabitants, cer- 
tainly it is applicable to: the 19 million 
people of Taiwan. 

“Both Taipei and Peking automati- 

‘ly equate’ self-determination with in- 

gendence. Leading DPP politicians 
point out that this is not necessarily the 
case. The basic principle underlying 
self-determination is that all the people 
on the island, including those mainland- 
ers. who consider the island their home, 
should, ima democratic manner, decide 
the future status of the island. 

This presupposes the existence of a 








When a democratically 
elected government can speak 
for the people of the island, a 
fruitful discussion on Taiwan’s 

future status can be held. 9 


democratic political system and em- 








phasises the manner in which a decision: 


should be arrived at. It does not pre- 
determine the outcome of the decision- 
making process, which could well be in- 
dependence. But other solutions, such 

peaceful reunification, or perhaps an 
..ppropriate intermediate solution, are 
not excluded by the DPP, provided 
these are acceptable to the people of the 
island. | 

It is thus essential that the process of 


democratisation runs its course until the: 


island’s people have a fully democratic 

system. At that time, when.a democrati- 

cally elected government can speak for 

the people of the island, a fruitful dis 

ea on Taiwan’s future status can be 
eld. 

While the present elderly leaders in 
Peking and Taipei obviously view the 
relations between Taiwan and China 
against the background of their con- 
frontation of over 40 years ago, there is 
no reason to believe that at some time in 
the future a new, younger generation of 
leaders in Peking cannot come to an äc- 
commodation with anew and democrat- 
ically elected government in Taipei. 
Then, at some time in the future, a 
peaceful: coexistence between China 
and Taiwan might become possible 
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ng nuclear policy 


Lange to allow passage of Antarctic; military aircraft 





has. declared it canno 











Colin James in Wellington — 
at appears to be a double stan- 
“emerged in New, Zea- 
land's- anti-nuclea i 


tary transport. aircra 
flying to both the Ant 
lia through the US Air Force Deep 
Freeze base at Christchurch, but eae 


parliament, bars n ar: powered ships 
and aircraft. from Zealand land 
or sea space. The onus is on the prime 
minister to satisfy himself that a ves- 
sel does not have nu- 






























military aiverate using the Christchurch 
base in 1985 were shuttle flights be- 
tween military bases in the Pacific and | 
Australia. 

Lange. himself acknowivdged in. 
parliamentary questioning this month | 
that about halt the fl 


apparent discrepar 
appar complaints fr 

groups anda charge. 

Party opposition leader J 

the government was trying to” 
“dollar-each-way” policy, abandon 
the high moral grou 











clear devices on board 14 
before permitting en- 


fuses to confirm . or. 
deny the presence or 
absence of nuclear.) 
weapons on its vessels, || 
the Labour govern- “|i 


Minister David Lange 


accept US warship visits. 
Jowever, the anti- 1 
nuclear legislation eme: 
bedding this policy |§ 
m: New Zealand law.) 
allows a blanket clear- | 
ance to be given’ to” | 
certain classes of airs: || 
craft. This is geared | 
to encouraging the- 
























it claimed for it 3 
ban for political im- 
sratives over the air 
craft visits: ` 
Bolger forced from 
‘Lange an acknowledg- 
ment that there was, a 
commitment giver 
US over the base 













J perience cin s 
| Deep Freeze if. certain 
Posteps were not taken. = 
“Because those steps 
were taken I have been 



















US: to. continue using 
the Christchurch base — an arrange- 
ment. worth about - NZ$20 million 
(US$11.53 milion) a year. Its closure, 

which has been mooted, several: times 
by US politicians and officials seek- 
ing to punish New Zealand for its:anti- 
nuclear stance, would be: politically 
dama aging to the government, now at 
most five months from a general election. 

The blanket clearance, however, is 
still subject to the prime minister satis- 
fying himseif that aircraft. will not be 
carrying nuclear explosive devices. In 
the case of aircraft und for the An- 
tarctic — 175 in 1985 \— according to 
peace groups, that is no problem since 
the Antarctic is by treaty a nuclear-free 
zone. 

The US would be extremely-untikely 
to risk UN opprobrium by taking nu- 
clear weapons to the: Antarctic, ‘said 
international. politics: specialist Rod. 
Alley, of Victoria University.. But the 
aircraft flying to: Australia are:a differ- 
ent matter. Peace groups 




































specifically advised: by: 
the US Government that it has no inten- 
tion of shifting the base.” 
He did not specify the “steps” butdid 
table documents saying that approva 
had been’ given inadyancëin Dece 
1986 for a year’s flights. Lange's justifi- 
cation for allowing flights to Australia | 
was that transport aircraft were unlikely. 
to be carrying nuclear weapons (a point 
acknowledged by Bolger) and that car _ 
rying nuclear explosive devices mio 
Australia would be “completely cone 
trary to the policy of the Australian | 
Government” which, he said, had “very 
detailed arrangements with the US 
which is a matter for Australia and the. | 
US.” 
That convinced neither the peace 
groups nor Bolger, but it is unlikely to | 
prove: more than a minor embarrass | 
ment for Lange. Bolger’s party is com» 
mitted to restoring ship visits, a more 
emotive issue, and the peace groups w Hh 
ck the government in 

























































































FOREIGN RELATIONS. 


‘By Paisal Sricharatchanya in Bangkok 


Bp order skirmishes between Thai 
security forces guarding the eastern 
‘ontier and Vietnamese troops operat- 
ing in western Cambodia were a com- 
mon occurrence during previous dry 


Cambodian borderline of anti-Phnom 
Penh Khmer resistance strongholds 
; over the past two years, the Vietnamese 


c by intruding and seizing strategic 
igh ground in Thai territory, so that 
what were once brief and spotty clashes 
sity given way to more gruelling bat- 

tles. > 
cos This new dimension in the border 
military. landscape is witnessed at 
Chong Bok mountain pass — near the 
remote tri-border area where the fron- 
“tiers of Thailand, Laos‘and Cambodia 
converge — where for the past three 
_ months Thai forces have. been battling 
to repulse. Vietnamese units dug in on 
several strategic hilltop positions a few 
kilometres inside Thailand. According 
to informed Thai sources, there are 


¿cape publicity along Thailand's lower 
northeastern border —- a rugged and 
thinly populated swathe of mountain- 
ous terrain. 

The stakes:are high for both sides. 
The new Vietnamese tactic is seen by 
‘Thai military strategists as serving the 
dual purpose of preparing for potential 
deeper probes into Thai territory as 
uch as. a- rearguard against. mobile 
Khmer. resistance- pockets that have 
en using the difficult terrain as an in- 
tration route into the Cambodian in- 








seasons. But after clearing the. Thai- - 


is dry season have adopted a new-tac- 


“other smaller-scale intrusions that es- 































Intrusive encounters 


Brief Thai-Vietnamese clashes give way to drawn-out battles 


terior. The Thai army, meanwhile, is 
not prepared to live with the intruders’ 


: menacing threat on low-lying villages in 


the vicinity, and has vowed to repel 
them before the onset of the rainy sea- 
son in May. i 
Since the battle at Chong Bok — lo- 
cated in the Nam Yuen district of Ubol 
Ratchathani : province — ‘began in 


January, both sides have suffered heavy 


casualties. Army spokesmen, initially 
reluctant to disclose Thai losses for fear 
of creating a demoralising effect, re- 
ported on 15 April a total of 39 Thai 
dead and over 200 wounded — against 
at least 20 Vietnamese confirmed dead. 

‘The Thai casualties, comprising 
paramilitary Rangers and army reg- 
ulars, were largely inflicted by Vietnam- 
ese land mines. Two Thai villagers were 
also killed and a number of houses in the 
vicinity destroyed by stray Vietnamese 
shells. 


he Thais mobilised air strikes and 

artillery shellings. in a series of as- 
saults to re-capture the strategic hills, 
but these apparently had limited impact 
given the rugged topography. “Our sol- 
diers operate with great difficulty. They 
have to thread every step carefully. The 
Vietnamese are on higher grounds,” 
commented one source. 

By mid-April, assistant army chief of 
staff Lieut-Gen. Panya Singsakda, who 
has been coordinating the operations 
with the local military task force, de- 
clared the Thai forces had captured 
large parts of the strategic hills and 
forced the main strength of the intrud- 








engaged in shelling to block: 
ai.advances, he indicated that opera- 

i$ to-fhish out Vietnamese remnant 

units left behind to guard parts of the 

hills would proceed at a slow but steady 
ace. 

The battalion-size Vietnamese oper- 
ation numbers no more than 500 men. 
During their ferocious onslaught on 
Ampil — then headquarters of the 
Khmer People’s National Liberation 
Front (one of the two non-communist 
resistance factions) — in January 1985, 
the Vietnamese committed elements 
from three ‘to four regiments. totalling 
over 3,000 men. 

But the Chong. Bok engagement has 
proven to be the most drawn-out and =+ 
given the absence of any clear resistance 
target on the borderline today — mili: 
tary-affairs analysts see this as a pointer 
to more similar protracted engagements 
in the years to come, particularly in tk ~ 
mountainous region around the tri-bo 
der area. shies : 

The fact that the Chong Bok battle 
did not catch local newspaper headlines 
until. army commander Gen. Chaovalit 
Yongchaiyut’s inspection trip in late 
March, two months after the intru- 
sion was first reported, is linked by 
some to an unspoken army policy of 
avoiding where possible direct arm- 
ed engagements with the Vietnamese to 

revent loss. of lives. Prime ‘Minister 
rem Tinsulanond, who.once served as 


- commander of the 2nd Army Region re- 


sponsible for this border area, paid the 
Thai troops an unannounced morale- 
boosting visit on 16 April. 

Under standard procedures applica- 
ble along the eastern frontier, the army 
would first forewarn any intruders and, 
should this fail to effect a withdrawal, 
the action would escalate to retaliation 
and flush-out operations. But despite 
official claims that these procedures res 
main unchanged from the days ¢ 
former army commander Gen. ‘Arthi 
Kamlang-ek, some  border-based 
sources told the REVIEW there have 
been cases reflecting extreme Thai re- 
straint since Chaovalit assumed the top 
army post last May. For instance, these 
sources said extra effort was put into the 
warning phase involving the use of loud- 
speakers or, in some cases, air-dropping 
of Vietnamese-language leaflets. 

While doubtlessly determined to 
repel any further intrusion like the one 
at Chong Bok, the Thais know they 
have less logistical supply and man- 
power at their disposal than the Viet- 
namese. Against elements of seven 
Vietnamese divisions now stationed di- 
rectly across the. entire stretch of the 
border, Bangkok is understood to have 
committed far fewer troops on the Thai 
side, “With Soviet. military aid, the 
Vietnamese hardware and ammunition 
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A bank with more than twenty deal- 
ing rooms around the world is, to say 
the least, unusual. 

A bank which fully harnesses 
this resource to benefit its customers 
is exceptional. 

Standard Chartered has the 
dealing rooms, and the communica 
tions systems, to deal on your behalf 
twenty four hours a day. Our Globe- 
watch service will execute your stop 
loss or target orders in London, Hong 
Kong, New York and, if necessary, 
a further seventeen major financial 
centres. 

We can also arrange for you 
to deal directly with a Standard 
Chartered dealing room outside 
your local time zone. 

And because of our involve 
ment in so many of the world’s key 
economies, no other bank can trade 
continuously, on both a spot and 
forward basis, in a larger number of 
currencies. 

Foreign exchange dealing is 
just one way in which Standard 
Chartered co-ordinates the strengths 
of a network which spans over sixty f 
countries, to give you a more flexible, § k 
imaginative and commercially valu 
able service. 

To find out more, contact your 
nearest branch. 


Standard % Chartered 
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Moving in the Same Direction 


Lucky-Goldstar is a U$12-billion 
group of 23 Korean companies 
working in chemistry, electronics, 
and services. 

Today, Lacky-Goldstar products 
and services ranging from engineer- 
ing plastics, home appliances and 
fiber-optic communication systems 


OU & LUCKY-GOLI 





to construction, finance and trade are 
helping to create a better quality of 
life both at home and abroad. 

But these accomplishments 
aren't ours alone. 

Through successful partner- 
ships with companies like ATXI, 
Hitachi, Siemens, and Caltex, we've 
developed a leading edge in some of 
today’s most important business 
fields. Through technical exchanges 


and joint ventures abroad, we're 
working with our partners to pro- 
mote economic growth and free 
market systems in other countries as 
well as our own. 

Backed by an aggressive com- 
mitment to R&D, our 70,000 em- 
ployees are putting Lucky-Goldstar 
technologies and experience to work 
in such famous success stories as 


Mahajac Electric in Thailand, SABIC 


in Saudi Arabia, and Goldstar of 
America in Huntsville, Alabama. 
Take time to find out more 


about Lucky-Goldstar. Contact the 


Business Development Dept., Lucky- 
Goldstar Int'l Corp., CPO Box 1899, 
Seoul, Korea. Phone (02) 776-6517, 
Telex K27266 LGINTL. 
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Chemistry Lucky 


Electrics, Electronics & Communica ions 
Co Lid é 


Gi 1010S tar Cable 








Go ideta ar Semiconductor 
Go gstar-H neywe Si 
Resources OHonam Oil 


Smelting Constivctes and Engineering 
ky Engineering Financial Services 


lopment 


Securities 
& Finance 
tribution “Lucky-Goldstar 
Public Service | The Yona 
ational Institute Sports 


Educ 








yO 


Energy and 


Trade and Dis- 


hh i > 


rE 





Now! From Far Eastern Economic Review Ltd. 





The Book Every Investor Has Been Waiting For! 


ASIAN STOCKMARKETS: 
The Inside Story... 





304 Pages — Hard Cover, liberally 
illustrated with charts and graphs fully indexed 


What The Professionals Say: 


“A timely, interesting and thoughtful 
analysis of Asian stockmarkets. Anthony 
Rowley's book makes an important 
contribution to understanding this dynamic 
region.” 


Robert Hormats, Director, 
Goldman Sachs International, New York. 


“With this book Anthony Rowley, one of 
Asia's most experienced financial journalist 
meets a long-felt need for a definitive report 
on Asian stock markets.” 

J. Mark Mobius, President, 
International Investment Trust Company, 
Taipei. 

“A very readable and important book 
Securities markets are only now being 
recognised as a principal source of domestic 
and foreign financing to help solve the 
developing-country debt crisis and to renew 
growth. Anthony Rowley deserves applause 
from the financial community for producing 
one, if not the first, book on this subject.” 


David Gill, Director, 
Capital Markets Department, International 
Finance Corporation, Washington D.C 


ABOUT THE AUTHOR 


Anthony Rowley was Business Editor of 
the Hongkong-based Far Eastern Economic 
Review from 1978 to 1986 during which 
time he travelled extensively in Asia and 
had the opportunity to study capital-mar- 
ket development in the region at first hand 
Before joining the Review, as Singapore 
correspondent, in 1976 the author worked 
for ten years on The Times in London, 
where he wrote on finance and investment 
His first book, “The Barons of European 
Industry,” was published in London by 
Croom Helm in 1973. The author is now 
based in London as the Review's Interna- 
tional Finance Editor. Anthony Rowley 
was educated in Staffordshire, England 
and at Birmingham University. 











The following Stock Markets 
are covered: 


North Asia 
Japan, Taiwan, S. Korea 


S.E. Asia 


by Anthony Rowley 


we 5 00 
only sony 


We are pleased to announce the publication of ASIAN 
STOCKMARKETS: The Inside Story. 


Written and edited by Anthony Rowley, the Review's business editor, 
this long awaited and much needed book details the strengths, weak- 
nesses, and idiosyncracies of Asia’s larger as well as lesser stock mar- 
kets. From the markets of Japan to Indonesia and from Hong Kong to 
the Indian Subcontinent, you get the inside story. Concise and com- 
prehensive, this book alerts you to the many investnient opportunities 
which exist, while at the same time informs you of where and why you 
should be cautious when dealing on some markets in Asia. 


Hong Kong, Thailand, Singapore, 
Malaysia, Indonesia, Philippines 


Sub-Continent 
India, Pakistan, Sri Lanka. 





Liberally illustrated with charts and graphs and fully indexed, you 
will find ASIAN STOCKMARKETS: The Inside Story an invaluable 
guide to investing in Asia. 

Whether you are a professional investor or novice this book is must 
reading for you. Your small investment in ASIAN STOCKMARKETS: 
The Inside Story today, may well pay large dividends in the future by 
saving you time, energy and money. 


To order your copies of ASIAN STOCKMARKETS: The Inside Story 


simply complete the coupon below and send together with correct pay- 
ment to: 


To: Publications Division 
Far Eastern Economic Review Ltd., 
G.P.O. Box 160, Hong Kong 
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Please send ............ copy(s) of Asian Stockmarkets for which I enclose 
US$35 per copy. O For surface mail delivery add US$2, O for airmail 
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| O MasterCard 
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Earnings up again 





erfor 


Higher dividend on increased capital 


A notable increase in business 
volume coupled with expanded 
market shares in most sectors of 
activity highlighted Commerz- 
bank's performance in 1986. Equal- 
ly important, the year featured un- 
abated sound profitability in all of 
_» the bank's operations. The Group's 
- equity base was further strength- 
ened by nearly DM 1 billion, and 
sizeable investments were once 





Commerzbank Group Highlights 
in DMbillion 986 1985 
Total. assets 148.2 





Borrowed funds 


up to 4 years 959 901 
4 years and over 444 406 
Total E 102.7 949 








more made in staff and banking 
technology. 

For both the Parent Bank and 
the Group, 1986 earnings surpassed 
the record results of the previous 
year. Interest and fee income post- 
ed particularly healthy gains as 
syndication business was intensi- 
fied and trading activities contin- 
ued strong. Asset management 
and broker/dealer services also 
enjoyed a buoyant year. 

Lending operations were most 
satisfactory. At Group level, the 
credit volume for the first time ex- 
ceeded DM 100 billion, with some 
80% of the international loan port- 
folio concentrated in industrialized 
countries. 

Robust earnings supported by 
thriving business across the board 
enabled Commerzbank to raise its 
dividend from DM 8 to DM 9 per 


«Excellence 
is always anchored 
in perseverance» 


































DM 50 nominal share: 1987 go 
to a good start, too, although € 
ing overall conditions could make 
the going tougher as the year 
proceeds. 


For further information, please contact: 
Commerzbank AG, Hong Kong Branch, 
Hong Kong Club Building, GPO: Box: 
Hong Kong, Tel: 8.42 96-66, Tx: 
Commerzbank AG, Tokyo Bran 
Center Bldg 2-2-1, Uchisaiwai~c 
CPO: Box No. 1727, Tokyo-100-91, 
Telephone:{03) 502-43 1-75, Telex (29 ort cbketel 
Commerzbank (South East Avia) Lid, Tower a0 
DBS Building, 6, Shenton Way, PO. Box 3314 
Post Office: Maxwell Road, Singano 
Telephone: 223.48 55, Teler re 27189 ebk sin 










Fortunately, not all Swiss fleets are as modern as Swissair’s. 





The steamboat “Stadt Zürich” on Lake Zurich 


Which makes vacationing in Switzerland all the more enjoyable. Whether it’s gliding 


along a tranquil lake, savoring authentic Swiss cuisine or gazing at the Matterhorn’s 
eternal beauty, in Switzerland you can take a leisurely step back from modern times 
without giving up any of its conveniences. To find out more, stop by your local Swissair 
office and pick up a copy of our summer brochure “Switzerland and the Alpine 
World”. And learn how Swissair can fly you to an Old World that’s sure to make you 
feel like brand-new. swissair,, 











S OUR gloomy COVER STORY 
weeks ago on Hongkong | 
better timed than we bargai 
rotten apple of. 
Windfall — w 
new governor. A few 
days later, as Emily Lau reports in this 
Ch géing strongman Deng 
pontificated for an hour and 
ülldozer right through the 
sritish Joint Declaration: His 
uashed flat the prospects of di- 
ect elections; the separation of powers 
the executive, the legislature 
and the judiciary and Hongkong’s fu- 
ture: autonomy in non-defence, non- 
foreign affairs matters. 


Deng put a cat among the Hongkong: 


pigeons once before when he dismissed 

assurances given to Hongkong by two 

ormer ministers as nonsense, and as- 

at of course China would sta- 

the People’s Liberation 

gkong. This time he reas-. 

: serted Pekings right to intervene in 

“Hongkon p should it decide that the in- 

terests of China or Hongkong were 
being jeopardised. 


EVIDENTLY the old man nurtures | 


raditional Chinese, not to say. Marx- 


or legality and had-not. 


t Declaration carefully, 


‘omitted the worst passages. So 


‘Hongkong is putting the best possi- | 
> face on the affair, some officials | 


only in a. private capacity == 
would be. laughable if it. were 
tragic. The business comm 

not appear upset (as long as i 
money-making prospects remain i 
it will be content; one presume: 


of the: newspapers have tip-toed around: 


the plain meaning of what Deng said. 
@ I MUST confess to a feeling of vague 
comfort whenever a non-Chinese 
e Chinese capital Beijing. Amin- 
onally recognised non-indigenous 


name for a city is an acknowledgment- 


of its greatness. Do the same people say 
that they are going to Paree, or Wien, or 
Venezia or Moskva rather than Paris, 
Vienna, Venice or Moscow? For similar 
reasons, the REVIEW sticks to Canton 
rather than the confusing Guangzhou. 

I was therefore depressed when the 
Chinese authorities let it be known that 
they insisted on finding a new name for 
the New Territories, the land between 

_China’s frontier and Hongkong’s Kow- 
“loon peninsula, because — for some un- 
explained reason — the phrase New 
Territories has “colonial overtones.” If 
that is the mentality with which China is 
going to reassert its sovereignty over 
Hongkong, then the words of the old 
man sitting on the Dragon Throne of the 
Middle Kingdom are an accurate reflec- 
tion of Peking’s intentions. Its overall 
ignorance about free societies and mar- 
guarantees a continuing clumsiness | 











in he hanc lingo of delicate affairs involv- 


confiden: e: 


@ A HEADLINE in one of Hong- 


Kong’s. English-language newspapers, 
the South China Morning Post, recently 
read; Turmoil at the Review. over its 
Australian link. I glanced round at our 
peacefully industrious editorial floor 


| and was somewhat disappointed to see 


no signs: of turmoil. Unfortunately, the 


Post's item failed to enlighten me. Al- | 


though I have cancelled my own sub- 
scription to the Post, I still glance atitin 
the office for a few minutes. of innocent 
amusement. 

© LAST week, for example, it ran an 
ad for MENSA, the international soc- 
iety for intelligent people, which invited 
readers to. come along to a meeting “and 
take the ingelligence test.” And arecent 
adread: 


SMITH 
TE SME in 
Introducing The Spell-Right m™ 


Electronic Dicitionary 


. This is the typewriter that catches a spelting 
arror, finds it, erases it = even helps you Spell 





inese antiques (at least I presume 

they were antiques; the ad described 
them as “relics” — asking “Ha 
ever d amed of ga 

torical relic?”). It went on to offer all 

ipes of earthenware, carvings, poros 

n and paintings: 


All reproduced with 
: Unicuie Traditional 
Graftsmanship 


© THE SCMP’s classified ads are often 





rood for a chuckle. One often sees items 


ike this in the Positions Vacant section: 


MERCHANDISING MANAGER 
WOVENB 


And theré was this one, apparently 
in search of virgin thespians: 


ACTORS & MODELS re- 
quired: Full/part time. Sex, 
experience & nationality not 
essential. Rm 604B. Sino 
Centre, 582 Nathan Rd., Kin, 


If the performances infect members 
of the audience with a loss of feeling, 
they could seek out other services ad- 
vertised in the Post's columns: 








| to it) to public service in the Su 








det as saying n a woman wie 
been a security officer of the Roya’ 
Hong Kong Jockey Club: na 


out realising the con 
quences and now sh 
about to give birth, the 


The newspaper's column af ed 
advice is often good for On 
such; entitled Testicolar 


phal mie cosmetic e 

was supposed to add tastte toone’s clus 
ter. 

@ IN last fa 


| Hongkong; wri 


the standards a ve 


now who match the 
the rights and wrongs 
they implemented, once gen 
spect — men such as Holmes, | 
Barnett, Cowperthwaite, M. 
Prendergast, Haddon-Cave {all e 
riate names, be it noted, due to the col 
nial administration's criminal 
tance to give the highest offices to local 
Chinese].” i 

One ke the names was that of K 
neth Barnett, a former commissio 
for census and statistics, who went on 
employ “his, truly prodigious bra 
(Hongkong also has a way of not m 
ing the best use of the talents availat 
On 
nent and Africa. He revisited Hong. 
kong recently, and gave me a short 


poem, the dying fall of which neatly ¢n~ | 


capsulates the city. today: 
Upon this upraised atoll, to 
Tall palaces and temples grow 
In polychrome asymmetry. 
On every barren. rock, behold 


The aerabocic polyps build 
Their exoskeletons, and die. 


While here: 
And there amid th 
ad 
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.» «plus the Asia Yearbook 


~ Make the Asia Yearbook part of your Review 
‘subscription. Simply tick the-relevant space in 

soupon below and automatically receive the 
y «It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 

Everything from Finances & Currencies to 
‘olitics. and Social Affairs. The only single 
medium of its kind. 


-Rater Soft cover US$24.95 or HK$195 (or 
: the equivalent in local currency), Add the 
Yearbook cost to your subscription, rate shown 
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| tuguese position on nationality, : 





ted by bloodline and not by the place 


Bending the law _ 





Peking allows some Chinese to retain Portuguese nationality 


| By Emily Lau in Macau : 
P extusuese Prime Minister Anibal 


Cavaco Silva has reassured the 
90,000 Portuguese citizens in Lisbon’s 
enclave of Macau that they will continue 
to be Portuguese and can pass on Portu- 
guese nationality to their descendants 
after 1999 when Macau becomes a spe- 
cial administrative region (SAR) of 
China. 

This contradicted a statement made 
by Chinese Foreign Minister Wu Xue- 
ian to the National People’s Congress 
NPC) in Peking on 2 April in which Wu 
said Chinese citizens in Macau who hold 
Portuguese travel documents — a 
Chinese euphemism for passports —— 
will not be able to pass them on to the 
next generation after China resumes 
sovereignty. 
Cavaco Silva signed a Sino-Por- 
tuguese joint declaration on 








birth. He said it is not possible for any- 
one to acquire Portuguese nationality 


| just by being born in Macau, now or 


after 1999. Only children born to Por- 
tuguese citizens can acquire Portuguese 
nationality. 

The prime minister said the joint 
declaration does not representa change 
in Portugal's nationality law and Lisbon 
has no.intention of changing it. He de- 
nied Portugal was under pressure from 
EC countries to. change its nationality 
law, which permits dual nationality and 
provides for children born to Por- 
tuguese citizens living abroad to acquir- 
Portuguese citizenship. 

The news conference was dominated 
by questions on nationality. This under- 
lined the lack of confidence ‘in the 
grand promises of the joint declaration 





Macau’s future with Chinese 
Premier Zhao Ziyang in Peking 
on 13 April. In the declaration, 
Lisbon promises to return 
Macau to Chinese sovereignty 
in 1999, two years after Britain 
hands Hongkong back to. 
China. Although Cavaco Silva. 
held a news conference in Pe» 
king, he did not state the Por- « 


probably out of deference to his 
host. Instead he made the an- 
nouncement in Macau on 18 
April. 

Speaking at a news confer- 
ence, Cavaco Silva said: “Who- 
ever is Portuguese now or be- 
comes Portuguese before 1999 
will have the right to remain 
Portuguese in the future and so 
will their children and grand- 





children.” This cleared the air ‘Cavaco Silva (centre) Macau Governor Joaquim 
on an ambiguous provision in | Pinto Machado at Border Gate. | 











a Portuguese memorandum on 
nationality attached to the joint dec- 
laration, which said: “No person may 
acquire Portuguese citizenship as from 
December 20, 1999, by. virtue of his or 
her connection with Macau.” 

The Chinese memorandum on na- 
tionality, similar to the one in the Sino- 
British joint declaration on Hongkong, 
says all Macau Chinese are regarded as 
Chinese citizens, but they will be per- 
mitted to use “Portuguese travel docu- 
ments . . . for travelling to other states 
and regions.” However, it says these 
people will not be entitled to Por- 
tuguese consular protection’ in. the 
Macau SAR or in other parts of China. 

Cavaco Silva said that according to 
Portuguese law nationality is transmit- 





(REVIEW, 9 Apr.) and the concern for a 


lifeline should things go wrong because, 
at least in theory, Macau residents hold- 
ing Portuguese passports will be free to 
live in Portugal and, eventually, any 
other EC country. 






























y UE 

Peking was said to be wor 
the political crisis in Portugal 

possibility of another genera 


To forestall any surprises, the Chinese 





decided to rush the negotiations 
through. During the final round of talks 
held in March, the two sides met more 
than 10 times in three to four days. 


Early in. April, the NPC, in an un- |. 


usual move, empowered its standing 
committee to ratify the joint declaration 
rather than waiting until next year for 
the NPC’s full session to ratify it, This 
showed Peking’s determination to have 
‘the accord signed, sealed and delivered 
quickly... 

.. Senior Macau officials gave. the im- 
pression that they had outperformed 


the British in discharging their responsi» 


bility towards Chinese citizens, holding 
Portuguese passports. In the Hongkong 
settlement, the British agreed to allow 
"tongkong Chinese who hold so-called 

_ongkong-British. passports to retain 
some form of British status after 1997, 
but these Chinese will not have a right 
of abode in Britain and cannot pass 
T gat status to children born after 
1997. 


A Macau officials said the nationality 
Wi question was “the most importa 

preoccupation” during the n 
tions.. They said the Portugues 





Ploy to gain concessions on nationality 
Britain, on the other hand, had coi 
mercial and other interests to consider. 
Macau residents welcomed. th 
rime. minister’s statement on natio 


ity but there was concern that China, 


Britain or the EC might put pressure on 


Lisbon to change the nationality law... 
Macau. Legislative Assembly deputy: 


Alexandre Ho, an ethnic Chinese who 
holds a Portuguese passport, said he 
suspected the nationality law would be 
mended before 1999 to make it more 
__lifficult for Chinese in Macau to acquire 
Portuguese.citizenship. 

A-source-at China’s official Xinhua 
newsagency, Hongkong branch, Pe- 
king’s representative in the terri- 
tory, said that when the Chinese Goy- 
ernment decided to allow Hongkong 
Chinese to hold the new British Na- 
tional Overseas passports after 1997 and 
Macau Chinese. to hold Portuguese 
en after 1999, it was turning a 

lind eye to its own nationality law, 
which does not recognise dual national- 
ity. 

He said this tacit recognition of dual 
nationality has caused problems with 
Southeast Asian countries — notabl 
Indonesia, Malaysia and Brunel, which 
have. big ethnic Chinese populations. 
These countries have expressed concern 
about .China’s insincerity in sticking to 
its nationality law. “This may affect our 
normalisation of diplomatic relations 
with. Indonesia. But this is the price we 
have to pay,” the official said. 











ad 
used the handover date as a bargaining 











By Robert Keith-Reid in Suva 
Fë: a model. multiracial society de- 
spite occasional hiccups in relations 
between Indians and ethnic Fijians, 
faced the test of its first new government 
since it gained independence from Bri- 
tain in 1970, after the mainly Fijian-sup- 
ported Alliance party was defeated in 
the country’s fifth general election on 12 
April. 
The new government, a coalition of 
the 20-month-old Fiji Labour party and 
the Alliance’s traditional.opponent, the 





 Indian-dominated National Federation 


Party (NFP), won 28 of the 52 seats in 
the House of Representatives. The Al- 
liance got only 24, four less than in 1982. 

Since gaining independence Fiji’s 
people have wondered what would hap- 
pen. if the country came under the con- 
trol of.a government dominated by In- 
dians, who form 49% of the 715,000 












































population. Some observers thought 
that if the Indians took control, the na- 
tive Fijians who. make up: all but 4% of 
the balance. and whose numbers have 
been. slowly increasing, would agitate 
against such a government despite laws 
which guarantee them ownership of 
82% of the land and certain other prefer- 
ential treatment. 

But despite predictions of a radical 
swing to the Left, fuelled by the banning 
of nuclear-ship visits allowed by the pre- 
vious administration, Labour’s mild 
socialist. leanings are likely to be tem- 
peted by the NFP whose core support 
comes from the Indian business commu- 
nity, and the coalition government is un- 
likely to stray far from the policies of its 
predecessor. . T 






















itiracial test 


Indian-dominated coalition wins Fiji election 























Timoci Bavadra, 52, an armiable, 
soft-spoken Fijian physician who re- 
signed his senior Health Ministry jab in 
mid-1985. to become Labour's firs a 
sident, was sworn in as Pits secol 
prime minister. He succeeded Ratu Si 
Kamisese Mara, 67, the South P s 
senior statesman, who had dominate 
the country’s political life virtually u 
challenged for nearly 20 years. 

For a man having no political ex 
ence until the launching of the Labo 
party, Bavadra displayed great sensiti 
ity to the need. to cushion the shock of 
the Alliance’s defeat by presenting the 
country. witha government having 
semblance of a continuation of a taci 
eee prii 






















struction company executive. 
Maharaj. and, economist 
Bhamji, were awarded, respect 
trade, industry and tourism, and cor 
munications, transport and works. = 
Probably most critically of all, Bavadra _ 
made the surprise announcement of law- 
yer Jai Ram Reddy, the NFP’s leader 
until he resigned from parliament three 
years ago, as.attorney-general, Reddy 
did not stand for election but gotintothe 
cabinet by his appointment to the 24- 
member. senate as one of the prime. 
minister's seven nominees there. 3 
It was Reddy who, after the launch- 
ing of Labour in 1985, concluded. that 
the only means of saving the faction- 
splintered NFP from complete dii e 
gration lay in attaching itself to the new 
party, A dissident faction of the NFR 
attempted: to. drive a wedge between — 
Labour and the Reddy wing nmmediate- 
ly before the election but failed, 
and a genuinely close relationship aps 
pears to have developed. between 
Bavadra and Red 
ltisa relation 

































Pot possibly last for, more ‘then a 
year. 

The accession of ‘the. new govern- 
ment in Fiji came when Washington, 
Tokyo, Canberra and Wellington have 
been voicing concern over the possible 
“dangers arising from” Moscow’s at- 
tempts to push its influence into a 
hitherto. completely Western-domi- 
nated zone. Fiji, under the Mara gov- 
ernment, had been regarded as the stout- 
pro-Western prime element of sta- 



















n's warm regard because of his will- 
ingness to admit US nuclear ships to 
Fiji's ports, in contrast. to more: fer- 
y anti-nuclear Pacific neighbours. 
_ But though the new government won 
er- on a-platform of, among other 
things, a non-aligned foreign policy and 
a strong anti-nuclear stance, the visions 
‘of a radical swing to the Left by Fiji por- 
trayed by some observers were wide of the 
amark, with many reports highlighting 
the Labour element of the new govern- 
ent while downplaying the NFP por- 















lhat Labour itself is loath to admit 
is that without ‘the support of the 
s Indian followers it could riot by it- 
ave captured even one of the 28 seats 
n in the coalition’s name. And the 
. while claiming to have low-income 
ers and factory workers as the core 
“its Support, is mainly influenced by 
e bulk of Fiji’s Indian commercial 







































The loss suffered by the Alliance had 
little to do with any swing, to Labour by 
f its traditional Fijian, Euro- 
-European and Chinese sup- 
. The reasons for its loss lie in the 
iplexity of the ‘electoral system. 
attempting to preserve a politi, 
al balance between Fijians and In- 
ns, awards each elector not just one 
four votes, As in previous elections, 
lliance won all 15 Fijian and gen- 
+ non-Indian) “com- 
lition, thanks 
won all 12 
ian communal seats." " 
hings went wrong for the Alliance 
f the 27 national seats. These 
been held by it marginally and were 
lost because of 5,000 votes picked up by 
anti-Indian, Fijian Nationalist Party 
FNP). The FNP inadvertently put into 
the hands of the coalition seats that 
- would otherwise have been kept by the 
Hiance. 
But if Labour could not have won 
ithout the NFP, the converse was also 
true. Both sides will have to cling to 
each other if they wish to stay in power 
and avoid alienating each other’s sup- 
porters. That need suggests that the new 
Fiji Government will be relu 
make changes of course the 
too from that steered by Mara.” 





ility i in the region. Mara won Washing- | 


| karno T-shirts and brand- 
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| fathom. The PDI certainly had its appeal, 
_with its campaign platform calling for 





Bung Karno’s charisma 


Former president proves a potent symbol in polls 


By Rodney Tasker in Jakarta 
F ome president Sukarno’s ghost 

haunts the Indonesian political 
scene. The long-dead founding father 
has swiftly become more of a political 
focus than the ruling regime of Presi- 
dent Suharto. 

The trigger for what seems: almost 
the second coming of Sukarno was the 
three-week campaign for the 23 April 
general election. © Hundreds of 
thousands of mostly young people pub- 
licly flocked to the banner of the In- 
donesian’ Democratic Party (PDI), 
which espouses Sukarno’s name, 
throughout the country. 

At PDI’s final rally in Jakarta on 17 
April, local newspapers estimated that 
as many as 1 million people jammed the 
capital's main thoroughfares wearing 
red PDI T-shirts and flashing the party’s 
three-finger sign. The dis- 





break-up of Jakarta’s pervasive busi- 
ness monopolies, more political free- 
dom for students and a more effective 
parliament (REVIEW, 23 Apr.). 

Some analysts, and even Golkar offi- 
cials, see the outpouring of devotion to 
Bung Karno as an act of defiance and a 
demand for change by the country’s 
youth, who are too young to know the 
founding father but possibly yearn for a 
return of his spicy, ultra-nationalistic 
style of leadership. 

Others point to the fact that many of 
the young people who so enthusiasti- 
cally invoked Sukarno’s magic on th 
streets were just using the period of re 
lative freedom that the campaign. al- 
lowed to let their hair down, and might 
vote Golkar at the end of the day. » 

Although Philippine-style demon- 

BONE strations are not allowed in 









play doubled as a mass act 
of worship for the late pre- 
sident, with many PDI 
supporters wearing Su- 


ishing his portrait. “Oh 
Bung Karno [as Sukarno 
was affectionately known], 
kamilah penerus mu [we 
are your followers],” read 
one slogan.’ “Hi up Su- 
karno [Long dive Su- 
one of the late 
residents daughters, 
egawati, shrieked to an: 
eestaticerowd. =: ; 
For some 15 years 
since Sukarno’s tumultu- 











Hs , 


Indonesia and the Javan- 
se psyche tends to expect 
any change in the leader- 
ship to be arranged from 
within’ the hierarchy, 
-Megawati may well view 
han as no oF Be Cora- 
“Sukarno’s 
Japanese- 
born Dent "Sukarno, told 
the REVIEW, Megawati 
has been studying politi- 
cal events in other Third 
World countries for some 
he 10 years. A 
| = Others in the Sukarno 
© family, such as the popu- 












ous fall from power in 
1966, it was effectively forbidden to use 
his name publicly for political purposes, 
and only recently has the government 
given him public recognition by naming 
Jakarta’s new airport after him and his 


‘late vice-president, Mohammad Hatta, 


and declaring him a national hero, again 
along with Hatta. 

A fusion of nationalist and Christian 
parties, having Sukarno’s old Indone- 
sian, Nationalist Party as its hub, the 
PDI naturally tried to exploit Sukarno’s 
memory in election campaigning. 
Analysts, including those of the ruling 
Golkar group, who had settled down for 
another ho-hum New Order election, 
were caught unawares by the Sukarno 
phenomenon. Towards the end of the 
campaign, State Secretary Sudhar- 
mono, who is Golkar’s chairman, re- 
vised his forecast of Golkar’s vote-share 
from 70% to 60%. 

What it all means is difficult to 





; tar Rachmawati Sukar 
noputri, frown on Megawati for involv- 
ing herself in a party they consider to be 
part of the ruling system. Rachmawati, 
another daughter of Sukarno’s, com- 
plained to the REVIEW that the PDI was 
exploiting her father’s image. 

Rachmawati, who keeps a busy sche- 
dule opening and supervising schools in 
her late father’s name and keeping his 
image alive in other ways, said it was not 
just. Sukarno’s name but his complete 
form — meaning his nationalistic, anti- 
imperialist ideology and devotion to 
equal distribution of wealth — that she 
wanted to see promoted. 
It is unclear why Suharto decided to 
allow a limited rehabilitation of the man 
he deposed. Some say mystically that it 
may be a question of karma, or appeas- 
ing the soul of the late president, and 
ensuring himself a niche in history as a 
benevolent. leader. Others believe it 
suggests | the government’ 

: stabil 































Play the Famous: Canadian Loti ery 
— Lotto 6/49 — 


- Millions: of people have already won! —~ Over a $Billion in Winnings: to. date! — Now you can play the lottery 
that’s making so many millionaires! There are two. draws a week for a Minimum Jackpot of $1 Million! 


Play Today! — Hores How E < “This couple are $1389058880 happier that _ THIS WAS THE PRIZE PAYOFF BREAKDOWN 
1, Select any 6 of 49 possible numbers on upto © they played LOTTO 6/49 — -JOIN THEM IN WHEN COUPLE AT LEFT WON THEIR 
6 game boards below — 2. Choose the length of THE WINNERS CIRCLE — PLAY TODAY! 
(Notice the Special Free 
$) — 3. Filin your name and address: ’ 
ail together with your payment to the 
s below — AND YOU'RE ON YOUR wayu! 

When You Win! 
You will be notified immediately upon winning: a 
prize.of $1,000 or more and you will receive acom- 
plete list of all winning numbers after every tenth: 
draw so you can check how you are doing: Upon: 
l pletion of your subscription you will be senta 

Final Statement of your winnings. . 


All prize money will be converted to the i ; 
currency of your choice and forwarded to ee : “PO. ot en Overseas Mare ay oe, 
you anywhere in the world. ` a. ox ny HT AN a 


Co -` PLAY TOD; y 







ORDER TODAY! 


Mark six numbers on each game ‘board: 
Jo. wish to play. 












































PICK YOUR PLAN — Check only one box below next to 
the option of your choice: ALL PRICES IN US. FUNDS 



































Make Cheque or Bank Draft (in U.S. Funds) payable to: Canadian Overseas Mar g 
and Mail to: PO. Box 48120, Suite 1703-595 Burrard St., Vancouver, B.C., Canada VIN 184 





10 Weeks 26 Weeks 52 Weeks — T hat Pastel ce ces lac 
T 2 
| (20 Draws) (52 Draws) (104Draws) V2" elephone and Area Gode 


1Game i$ 45. ($112, © $ 225. 
2Games © $ 90. O $225. O$ 450. 
3Games ($135. C $337. [2$ 675. ay 

0 $180. C $450. [$ 900. 
£19225. O $562. © $1125. 
(7 $675. (1 $1350. 
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| CENTRES OF TRANSMIGRATION 
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INDONESIA 





By Chris Manning 


ore than in any other Indonesian 
province, the benefits flowing to 
the indigenous population in Irian Jaya 
from development programmes mount- 
‘ed by the central government have been 
an.issue of concern among observers in 
ndonesia and abroad. 

- This concern is focused on the grow- 
ng role which immigrants from outside 
the province play in the economic life of 

rian as a result of the influx of civil ser- 
vants and military from the beginning of 
Indonesian control in 1963, spontane- 
ous migration of largely unskilled 
labour from South Sulawesi after the 
ct-of Free Choice was passed in 1969 
and resettlement of large numbers of 
‘mainly Javanese households following a 


ransmigrant region. 

The presence of large numbers of In- 
. donesians from outside a given province 
=~ comprising about 25% of Irian’s 
population in the mid-1980s — is notun- 
_ usual among the country’s 27 provinces. 
“Interethnic tensions and conflict, espe- 
cially associated with resources poured 
into the transmigration settlements, and 
ontrol of fertile land by the immi- 
grants, occur in many outer-island re- 
gions. 
But continuing armed conflict in 
rian Jaya —- albeit dispersed and 
poradic — associated with the Free 





979. decision to make Irian a major 





P. Movement (OPM) struggle for 


REVIEWMAP by Andy Tang 


Irian Jaya’s migrants 
gain economic clout 


independence, Irian’s common border 
with Papua New Guinea (PNG) and 
both racial and cultural similarities with 
people to the east, have inevitably led to 
comparisons being drawn with condi- 
tions in PNG. 

The unprecedented size of border 
crossings:in 1984 — and the significant 
middle-class component among the 
11,000 or so defectors — attracted inter- 
national attention to Jakarta’s record in 
Irian, especially coinciding with the cen- 
tral government’s announcement of 
greatly increased transmigration targets 
for the province. 

Since the first major development 
programme in Irian began in 1969, 
the central government’s per capita sub- 
sidy to the province has been high by 
national standards and in the early 
1970s compared favourably with the 
Australian Government’s pre-indepen- 
dence subsidy to PNG. In 1984-85, the 
subsidy of about US$50 per capita was 
very much higher than in the Java pro- 
vinces and had increased more than 
four-fold in US-dollar terms since the 
early 1970s. 

Up until the mid-1970s, the net flow 
of public revenues remained heavily in 
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compared «with some of Indonesia’s 
other resource-rich provinces, including 
Riau, East Kalimantan and South 


“Sumatra, the net outflow of public rev- 


enues to Jakarta remains relatively 
small. 

Civil service salaries, amounting to 
twice the basic rate prevailing elsewhere 
in Indonesia, absorbed a major share in 
the early years. But development ex- 
penditures have begun to dominate the 
provincial budget. The extreme diffi- 
culty of terrain — none of the district 


` capitals are linked by road, neither are 


the highlands with the coast — has di- 
verted a very large share of develop- 
ment revenues into shipping and air 
links within the province and with the 
rest of Indonesia. Money for these pur- 
poses amounted to about 60% in tl 
early 1970s and 40% a decade later. 

Smaller coastal towns lack regular 
shipping services, but regular liner Ser- 
vices from Java and Sulawesi to major 
towns have largely overcome the seri- 
ous shortages of basic goods felt in the 
early 1970s, turning Irian’s trade away 
from high-cost imports and encouraging 
a rapid inflow of migrants. 

, Road-building is taking an increased 
share of expenditure, with feeder roads 
linking the major towns to their hinter- 
lands-— especially the new transmigrant 
settlements near Jayapura and Merauke 
~~ and an ambitious. plan linking, the 
highlands with both ‘coasts:on ‘a. trans- 
Irian highway. This sector has suffered 
less. than others from central-govern- 
ment budget cuts in 1986-87.. 


n. addition to ‘transmigration, educa- 

tion has been a key recipient of 
funds, taking a third of the develop- 
ment budget in Irian. Jaya since the 
early 1980s, Most ofthis has gone to pr 
mary schooling under the national Ii. 
pres (presidential instruction) program- 
me, almost doubling enrolments since 
1970. : 

Primary-school enrolments remain 
lower than in most other provinces but 
were close to 80% of the school-age 
population in 1980. This has helped the 
wide spread of the Indonesian lan- 
guage, already the lingua franca in 
many parts of Irian under the Dutch, 


enabling communication between 
groups speaking a variety of local lan- 
guages. er 


‘Secondary and tertiary education, 
centred mainly near the towns, have ex- 
panded even more rapidly with enrol- 
ments.at both levels growing more than 
five-fold in the past 15 years. In 1984 
nearly half of all recent primary 
graduates were enrolled in lower 
secondary school and about 1,500 
bachelors of arts. and 200 masters 
of arts (MA): students had graduated 
from Cenderawasih University by 1984. 









__ At least as many 
-trained elsewhere in Indone 











recently. 
However, these 
overstate the con 
to indigenous welfare. 
secondary and- tertiar 
lar, a high proportio: 
been filled by chili 
„: grants and, at the 
_plicants . from. | 
‘schools in Java and i 
petition for scarce 
acute, it is likely 
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governor, is Irianese and 
the . first. relatively inde- 
pendent-minded local ap- 
pointee. Better educated 
and) more experienced 
-Irianese have also begun 
to fill senior positions 
in government. But key . 
officers in central-govern- 
ment departments and 
lower-level officials 
are still mainly recruit- 
ed from outside the pro- 
vince. i 
' Government spending 
has been concentrated on 






nesia. S lseale, rapid-turnov 
ary and tertiary graduates did not face 
much difficulty in obtaining positions in 
the rapidly expanding civil service — 
which includes teachers — until quite 


figures considerably 
bution of education 
At upper- 
els in particu- 
positions have 

n born. to immi- 
ary level, by ap- 
gher-quality high 
where. As com- 








-construction through offering small- 





cive to the work 
lagers. 
Irian’s government has seen trans- 
migration as a way to get cheaper ag- 
ricultural produce for the towns, more 
funds for roads and other services in 
rural areas, new patterns of farming for 
the indigenous population. The first two 
objectives have to some extent been 
met. But more than in other provinces, 
the land issue has been quite sensitive 
and the positive impact on local agricul- 
tural practices relatively small. 


patterns of Irianese vil- 







ments providing agricultural produce to 
urban areas, government spending has a 
much less marked impact on indigenous 
‘economic activity and welfare. Early 
“civilising”. missions, such as attempts 
to replace highlanders’ penis-gourds 
with clothes, have been supplanted by a 
more realistic approach. which. views 
generation of cash incomes and attitudi- 


IRIAN JAYA EXPORTS _ 








Jayapura and major 
north-coast towns. Urban 








development has brought 
more wage work, a wide 
range of cheap goods in 
the bustling night markets 
“ad various forms of entertainment 
hich were rare a decade ago. As else- 
where in Indonesia, the middle class — 
mainly those with government jobs in 
the case of Irian — have done particu- 
larly well. 
_.Official salaries are lower than in 
PNG, but in part compensated by the 
low cost of living, generous subsidies to 


housing and. transport, luxury items 
such as TV and the range of services, 
such as frequent public transport and 
servants, which are available to the mid- 
dle class in most Indonesian cities. 

. But the major share of benefits from 
the larger government presence has 
gone to newcomers. In the towns, it has 
been the Bugis, Butonese and Macas- 
sarese ethnic groups from Sulawesi 
which have. dominated new employ- 
ment opportunities in trade, transport 
and construction —- and even market 
gardening. This has occurred despite 
provincial-government attempts to en- 
courage employment of Irianese in pri- 
_ vate companies and, more recently, in 















nal changes through the spread of edu- 
cation as:the major influence towards 
more “Indonesian” lifestyles. 





ducation and health services have 
been spread along simple village 
roads. Missionary. and: other private 
bodies have helped intensive efforts to 
provide simple skills, productive equip- 
ment and inputs through credit pro- 
grammes, and to improve living condi- 
tions through more accessible water 
supplies, health-care practices and en- 
viconmental control. 

But economic life has changed little 
for. most rural people over the past 15 
years. A significant increase in villagers’ 
incomes depends on either opening up 
trade links with the rest of Indonesia or 
abroad, or providing access to cash in- 
comes through wage employnient. 
However, the overwhelming emphasis 
on food crops around the new transmi- 
gration settlements has contributed to 
the relative neglect of smallholder tree- 
crop exports -— such as copra, the spices 











Beyond the small hinterland settle- | 
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REVIEWT ABLE by Angly Tang 












nutmeg and m 
rubber — which are 
source of cash incom 
stands established in th 
Dutch control. 
Some effort has been made to. 
habilitate old stands and introdu 
crops. But inadequate advisory s 
and irregular, costly transport - 
cially river transport in the south 























smallholder and estate tree cro 
provided a major source of cash i £ 
for village people, especially in the high 
lands. 
Lack of physical access and, more | 
importantly, immigrant domination of | 
wage activities, have largely closed off 
the option of temporary migration to. 
urban areas to accumulate cash for vile 
lage development —~ a process. which 
has been so important for rural modern: 
isation in many other parts oli 
donesia and in the PNG highland 
Overall, the picture is certai 
as dismal as opponents of Indon 
control and the OPM information off 
in Vanuatu have painted. But it se 
clear that the government will have to 
rethink the overall strategy of develop- 
ment in Irian, which has been based on 
ration with the rest of In- 
























































have provided. direct employment fc 
only about 10,000 persons, a tiny Tras 
tion.of the total workforce, and the « 
clave and export nature of these v 
tures have spread little benefit locally. |. 
A drastic cutback in the national 
transmigration budget for 1986-87 and. 
1987-88 can only help reduce the ten- 
sions which too rapid movement of 
sponsored migrants into rural areas bad 
begun to create. But budget cuts will 
also slow the growth of the civil service 
and the entire pace of development in 
Irian, given the very central role of gov. 
ernment expenditure. The case, mad 
by several Jakarta intellectuals, many 
missionary and aid organisations aad 
senior officials and academics in Jaya- 
pura, for a special approach to develop- 
ment in Irian would seem to be eve 
stronger now. : 
This would stress greater attention to. 
Inanese employment and econonnd 
participation, and rural development 
programmes designed to meet relatively 
unique patterns of human settlement 
and economic behaviour in an unusual 
geography. 
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Nowe the settlement of Javanese 
nor transmigration is new to Irian 
Jaya. Small numbers of Javanese as- 
sociated with the notorious Digul settle- 
ment, established in the 1930s as a place 
‘of exile for political activists, sub- 
sequently settled near Merauke. 
In the 1960s and the first half of the 
1970s, several thousand transmigrants 
were settled in scattered locations 
throughout Irian. But the movement of 
-Javanese to the province only became a 
controversial issue following the central 
government's targeting of Irian as a 
major transmigration area in 1979. 
“Following the movement of more 
than 20,000 mainly Javanese families to 
the province by the mid-1980s, interna- 
al attention was drawn to Trian 
when the government said it planned to 
the ‘transmigration target by 
n six-fold and move 138,000 
useholds ta;the province over five 
sars beginning in 1984. This would 
ean a 50% increase of the population 
rough transmigration alone. 
‘Prominent among the plan’s critics 
especially of the World Bank’s in- 
volvement in, the programme — have 
n. groups concerned with the en- 
effects of such substantial 
yovements of people to sparsely popu- 
lated outer island provinces. 
Why, the critics asked, choose Irian, 
the most isolated and least developed of 
all Indonesia’s provinces? Opponents of 
Indonesian political control of Irian 
have viewed the transmigration targets 
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ewcomers 
ring new ideas 


\ rrive by boat, relieve oneself in the 
FA rivers, sleep in the market and re- 





ps, as well 


rd ; from the northern part of 
South Sulawesi, accounted for about 


oo 





e immigrant population of Irian | 





as evidence of Jakarta’s resolve to try to 
solve the “Irian problem” through 
large-scale resettlement of Javanese 
and creation of a cordon sanitaire 
along Irian’s border with Papua New 
Guinea. 

But though this has been an element 
in strategic and military planning, the 
major factor in Jakarta’s thinking has 
been the need to find new locations to 
meet national transmigration targets. 
President Suharto remains heavily com- 
mitted to transmigration to help solve 
problems of poverty in Java and deve- 
lop the outer islands. 

With the closing down of the pro- 
gramme in many of the now heavily 
populated, traditional transmigration 
areas in Sumatra — most notably Lam- 
pung — in 1983-84, the planners were 
forced to search for new locations. for 
settlers to meet apolitical goal to. move’ 
750,000 persons during’ the country’s 
Pelita IV five-year economic plan, 

East and Central Kalimantan and 


f k: Sa 2 
' areas for transmigrants 








Jaya and 20-25% of the total’ urban 
population of about 340,000. l 
Like most immigrant groups moving 
to frontier areas, the large majority are 
young single males, though many have 
subsequently married women from 
their home villages and brought them 
to Irian. But unlike Javanese and 
Moluccan immigrants, who play an 
important role in the civil service, the 


large majority of these other immi- | 


grants have relatively low levels of edu- 
cation and are primarily engaged inun- 
skilled wage labour, trade, transport 
and primary-sector activities such as 





‚areas became a swampland during the 





_prnap: 
, together ac- 
counting for half of the total national 
target for Pelita IV. In all regions, suc- 
cess of the programme depended on the 
largely unproven capacity of primary 
and secondary forest areas to support an 
intensive form of sedentary agriculture 
in locations where various forms of 
swidden farming —- combined. with 
hunting and gathering activities — had 
been practised for centuries. aod 
Thus it might be expected — even | 
more than in the relatively accessible | 
transmigration projects of Sumatra, 
which have received their fair share of 
criticism in the past — that many obser- 
vers would have been sceptical about 
the economic viability and the potential 
damaging effect on the environment of 
the new transmigration settlements in 
Irian, In the early years of the new set- 
tlements, these fears were borne out.’ 
the farmers, aided by considerable ga 
ernment support, struggled to make a 
success of new crops. , 
The worst problems. appear to have 
been in the southern plains regions near 
Merauke, where rice strains and the 
planting cycle introduced from. Java 
were unsuited to the area's long dry sea- 
son and substantial flooding during the 
wet period, In addition, major transport 
problems affected marketing as large 


ti n ast 











































season, and rats and wallabies 
aused severe damage to rice crops. 

In both Merauke and Sorong in the 
west, which together with Jayapura on | 
the north coast, accounted. for about 
80% of all transmigrants who moved in 
1979-86, it was only after three to five 





market gardening, fishing and logging 
activities. a 
Adicondro notes in his study. how 
even aniong these immigrants, mo 
from the poorer areas of central ar- 
north South Sulawesi, there is consider- 
able specialisation of activity. Butonese 
and Torajanese, who were prominent 
among the early transmigrants, tend to 
be engaged in fishing and timber ac- 
tivities. These groups were followed by 
Buginese traders and poorer Macas- 
sarese, who are involved in a wide range 
of low-income, self-employed and wage 
activities. i 















Mi: recently, Macassarese and 
Wi Butonese have. moved into wage 
work in the booming construction in- 
dustry, and A Botuooss have become en- 
gaged in market gardening — es ecially | 
on thé outskirts of Tayagers. Althoug 

many immigrants are. concentrated in 
the Jayapura-Abepura region and play 
amore pronounced role in the economy 
of the provincial capital, they have 
spread widely in the towns throughout 
Irian, in the south in Merauke and Fak- 




















rice yields of four to five | 











po nable rice yields 
-tonnes of dry-stalk paddy per hectare. ` 
Nevertheless, several of these settle- 






ly sound footi mes earned from 


veys of transmigration _ 


f Indonesia suggest, 


the majority of trans-. 
Sbably not much above | 
jut their situation has | 





bably: compared with con- 
of the poor, landless households 
in their regions of origin. 


T* benefits derived by the local po- 
pulation from the new settlements 
have been an issue of,.controversy. 


2w. roads providing access from the 
_ ansmigration areas and surrounding 
villages to. major towns, and the schools 
and health centres established in the 
centres are frequently utilised by indi- 
genous residents living nearby. 

But the full potential of benefits — 
from the new roads in particular — have 
not been realised due to immigrant 
domination of new economic activities 
in the towns. Much of the construction 
work in the transmigration areas’ has 
also been conducted by teams of con- 
tract workers from outside the pro- 





vinge, especially Butonese and Macas- 


sarese from Sulawesi. 

It had been hoped that new farming 
techniques introduced by transmigrants 
might spread to, local people — chiefly 
through direct participation of the latter 


ments are now established on a relative-. | 


4-been disappointing. In some. regions, 


Irianese have certainly gained from the 





h 
all pla the ) l transmig- 
rants since 1982, trast to 10% of 
places reserved for locals in other pro- 
vinces. Teri gen 

However, the impact of this policy of 
| encouraging ‘commercial agriculture 
among the indigenous population has 






most notably in.the south in Merauke, 
few of the local population have been 
attracted by offers of new housing and 


Lindividually owned land. Between 1982 
and 1986, only 3% of all transmigrants . 


were recruited locally in Merauke: 

“uin other regions, there appears. to 
have been little problem in finding local 
people to join the transmigration’settle- 
ments. But many of the indigenous peo- 
ple who did join rarely lived in their new 





cated to them, preferring rather to‘live 
in their original villages and continue 
their traditional agricultural practices. 
Membership in the new communities 
is valuable mainly in offering to bestow 
private land ownership, a valuable asset 
for anyone wanting to borrow from 
banks. Irianese have been reluctant to 
play an active role in the new settle- 
ments, partly because of the. risk at- 
tached to the new farming systems 
and their requirements of much larger 
and more regular labour inputs com- 
pared’ with traditional sago gathering 












fak and also in the highland centres such 
as Wamena. 
But not all immigrants are poor. Sev- 
ral large, mainly Buginese firms have 
«merged in recent years. Some entre- 
preneurs brought capital with them, 
while others developed their businesses 
from humble beginnings in Irian — with 
both groups providing competition for 
more established Chinese firms in trade 
and construction. Adicondro notes that 
10 such companies, all with total assets 
of more than Rps 1 billion (US$1 mil- 
lion), were in operation in Irian in late 


The immigrants have made a major 
contribution to the growth of the re- 
gional economy since 1969. The provi- 
sion of a variety of cheap consumer 
goods, transport, primary products and 
relatively cheap wage labour have all 
lowered the relative cost of living in 
Irian compared with Java. 

aer makeshift markets, such as the 
Pasar era in Jayapura, housing 
iba hundred stalls, End relatively 

eap mini-bus transport in major cities 
and. other urban centres. have made a 








hardworking i 





significant contribution to living stand- 
ards of the lower-income, urban wage 
earners. The immigrants have also 
brought new trading practices and new 
fishing, farming and other skills to the 
province — some of which have been 
emulated on a limited scale by the local 
population. 








Bi their presence has also severely 
limited the level of Irianese employ- 
ment in town development program- 
mes. Contractors prefer to employ what 
they regard as the more reliable and 
higrants at wage levels 
which, though high by Indonesian 
standards, are insufficient to attract 
local Irianese labourers away from their 
traditional farming. Unskilled daily 
wage rates — ranging from Rps 3-5,000 
in Jayapura and a lower Rps 2-4,000 in 
other urban centres — were still only 
about 25-50% as high as minimum rates 
in major urban centres in neighbouring 
Papua New Guinea in 1986. 

hady. land deals, sometimes con- 
cluded through marriages of 
convenience 












end, the 
ing 25% of 


housés or cultivated the mew land allo- | 


| cants. 


tural practices an 

major outbreaks of mal 

designs ill suited to inte 

ing in some locations have also discour 

aged active local participation: im the 

new settlements. 
Thus, a recently proposed incre: 

in the indigenous component in the set 

tlements to 50% would hardly seem. to. 

be a solution tothe problem of di 

pointing indigenous partici 

alternative current 
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aging the lateri 

main in ional environ 
| rather. than trying to move them toun 
familiar locations. 

The major area of conflict with the 
indigenous, population has been over. 
compensation for land acquired for the- 
transmigrants. Several local chief ae 
simply handed over land for transmig 
tion in the hope of benefiting fromt 
new investment in their area. But ye 



















































_The future of the transmigration 
gramme is uncertain, Owing to m 
problems encountered in consolid: 











the 138, 
target, had been 
five-year plan. 



















| through the offer of alcohol and other 
inducements to tribal leade 

raised tensions in the past, tho 
have by no means been the so 


vince of the transm ians ! 





| 
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AS a consequence of the dominance” 
of private-sector employment by immi 
grants, Irianese have continued to de: 
pend on expansion of the civil service a 
the major source of wage income inthe _ 
towns. But here too competition from - 
immigrants — mainly Javanese — even 
for lower-level jobs bas limited new 
openings available to locali appli 
— Chris Manning 

















































| Women planting rice: drowning in useless money. 















y Murray Sayle in Tokyo 
A Clever as they are, the 
| Japanese have not, as 
iI once suspected, ac- 
_ | tually found a way of 
a growing rice untouch- 
aged by human hands. 
Bares The mistake was an 
cae i mi easy. one to make, 
ough, back in the 1970s, when I first 
(moved my Asian base of operations 
“to a mountain village near Tokyo and 
began to bicycle daily down to the local 
post office to collect the mail. The 
road took me (and still does) through a 
valley checkered with neat rice paddies, 
each one barely the size of a tennis 
court, past a big new industrial estate 
blazoned with some of the most famous 
names of Japanese industry, and finally 
‘to the general post office of Aikawa- 
Cho, our romantically named, old- 
fashioned, very Japanese Love River 





Town. 
< The local factories of Mitsubishi and 
Sony, Nissan and Nikon, just to name a 
_ few, were already big then, and they are 
; igger and busier today. As the 
ars unrolled, our village prospered, 
ads improved, more houses went up, 
brand-new children trudged to school, 
and mum-and-dad shops. turned into 
American-style “convenience | stores, 
ough, we noticed, often still run by 
mum and dad. : 





< ings sprout and th 
fast in Japan’s ‘tropical summe 
without human help. 
a post offices are not, of 
arse, open on Sundays, but one Sun- 
iy other business took:-me past the rice 
A a change! No wonder I 
er saw my neighbours about on 









Cracks run along Japan’s post-war path to prosperity 


-Success turns sour 


Japan’s theoretical day of rest. The en- 
tire village was down in the paddies, on 
a giant working picnic. Whole families 
sat around, munching riceballs and 
spearing unidentified objects frying in 
sizzling pans. Young men of student age 
drove miniature cultivators through the 
ooze. Matrons of mature years, gloved 
and bonneted like duchesses, loaded 
seedlings into ingenious rice-planting 
machines. Squealing children made 
mud pies in the ditches. The only nota- 
ble absentees were the male heads of 
families, at home resting, I assumed, or 
getting in an extra Sunday shift at work. 

Aikawa-Cho’s Sunday farmers have 
become, over the years, one of our top- 
drawing tourist attractions. When the 
spring weather brings out the visitors 
and our mountainsides are powdered 
pink and white with plum and cherry 
blossoms, I make a point of driving 
them home past the busy paddies. How 
charming, they say, or comme c'est 
folklorique! or even Mein Gott, depend- 
ing on nationality. Japanese guests usu- 
ally read the scene as one of harmonious 
cooperation, the happy working-to- 
gether of the whole society so often 
sought in Japanese history. 

Foreign visitors are impressed by 
people who have turned work into a fes- 


tival. The whole landscape, I tell them, | 


with the gleaming new factories bor- 
dered by rice fields, the men off man- 
ufacturing exports while granny-power 
gets out the grain, is not only typically 
modern Japanese, but central to an 
understanding of the Japanese political 
ERLE EE 


The second part of this 
cover story, which looks at 
Japan’s economic relationship 
with the US, appears on 
pages 70-76. 


















































and economic system. And, I add lately, 
its present Crisis. 

The villagers: were out in force as 
usual when I collected a friend, a banker 
from Tokyo, from the station last 
weekend. Money men are flocking to 
Tokyo these days just as other foreign 
businessmen, appalled by the cost of 
everything,» are leaving. Generally 
speaking, discussing economics is not 
my idea of a fun Sunday, but problems 
related to the dismal science are now 
Japan’s No. 1 topic of conversation. 
Nowadays we have a lot to absorb: 

» Japan's Opec-like US$89.97 billion 
trade surplus, the soaring yen, a slump- 
ing economy, the US sanctions because 
of the semiconductor ruckus and Mar- 
garet Thatcher’s threat to exclude Ja- 
panese bankers. 

> Domestically, Japan is drowning in 
useless money, and its economy is fas* 
slipping towards recession. Land price 
in Tokyo have almost doubled in a year. 
Unemployment is now over 3%, the 
highest since the 1950s. Wages in manu- 
facturing are all but frozen. 

» The yen is headed, it is widely feared, 
for ¥ 130 to the dollar, at around which 
point nothing manufactured (except 
perhaps watches) can be exported from 
Japan. at a profit. Next stop, ¥120, 
when even the watches stop making a 
profit. Private investment is low. 

» The country faces a leadership crisis 
of unusual severity, much to the sùr- 
prise of the current leader, Yasuhiro 
Nakasone. 

Japan drifts, more leaderless than 
usual, into the harshest economic cli- 
mate in 40 years. | i 
From which quarter have the storm 
clouds suddenly appeared? As viewed 
by my Japanese neighbours, their world 
has not changed: the wheels turn, rice 
grows, cherries ‘blossom, everyone 
works hard, and the good times ought t 





cep T Oo 
Nakasone’s more 
few months back when he was popular, 
ascribed Japan’s dazzling economic suc- 
cesses to higher intelligence, superior 
diligence and ‘the benefits. of ethnic 
homogeneity, all of which are, presum- 
ably, still: m, place. Some Japanese 
blame. mysterious “speculators” who 
are selling the dollar short, and one, au- 
thor Masami Uno, blames an interna- 
tional Jewish conspiracy against Japan 
in books. which have already sold 
650,000 copies. No Japanese commen- 
tator has yet examined the possibility 
that Japan's troubles have been made in 
Japan, and have, in fact, the same 
causes as Japan’s thundering successes. 

“Yet even sensible Japanese feel that, 
in some way still not clearly defined, a 











































period ‘that, began for Japan around | 


1950 has now come to an end: not that 
the game is necessarily up, but that that 
game» is over: My own view is that 
ipan’s relationships with the world ac- 
_adaily became critical in the early 1970s, 
with changes that were for a long time 
masked by circumstances, namely high- 
priced oil and then American profli- 
gacy, and are now being brutally un- 
masked. The root of all the present 





troubles is that Japan has not changed: 


-much in the essentials. 


From ashes to 
skyscrapers 


Our grandchildren wiil, I expect, 


agree that the rise of industrial Japan ` 
has been the astonishing economic 


development of our time, but I doubt 
that they. will see:the Japanese achieve- 
ment as we do. The whole history of the 
industrial system itself spans barely two 
centuries, too short, perhaps, for any 
useful generalisations. Still, we have no- 
thing else to go by, and already there 
-eems to be a distinct pattern emerging: 
Df the three examples we have had so 
‘tar — Britain, the US, and now, it seems 
Japan —— the financial hegemonist and 
leading creditor of the world trading 
system. has ‘been the lowest-cost ‘and 
most: inventive producer of. industrial 
equipment designed to make and dis- 
tribute goods for everyday consump- 
tion. 

The explanation is probably simple: 
it is these items that the entire human 
race, once we have a roof over our 
heads and food on the table, both of 
which are. usually locally produced, are 
ready to rush into debt to consume. In 
the first two cases, however, trade and 
investment .surpluses — too much 
money, in short — put up the value of 
the hegemonist’s currency and so his 
costs of production, eroded his. lead 
over upstart competitors, and soon 
afterwards ended his hegemony. 

Since World War I, the key manufac- 
tures in the world’s trade have been 
„ cars, consumer electronics and domes- 





popular speeches, a 








| Two views of The Ginza — 1945 and today: histo 





tic appliances. When the US priced it- 
self out of the post-1945 world, some- 
one was bound to step into the markets 


the Americans had pioneered, includ- | 


ing their own (does anyone remember 
the Model-T Ford, the Victor phono- 
graph and the Westinghouse. refriger- 
ator?) °. 

The qualified candidates, we can 
now see, were few. To get started, the 
newcomer had to be a maritime power, 


tor enjoy the protection of one, have 


both- a trading and manufacturing 
background, a sizeable homie market, 
‘and skilled labour at genuine, copper- 
“bottomed bargain rates (in the late 


~ | 1940s a Japanese engineer with wartime 


“production experience was happy to 
work for US$20 a week). West Ger- 
many, with half Japan's population was 
the only European starter. Among the 
-East Asian group, China was busy with 
civil war, Korea soon to be, Taiwan too 
small. 

The real surprise was not that Japan 
was the winner, but that any East Asian 
country was. To invade the Western 
capitalist world, the new industrial 
superpower had:to be capitalist himself, 
at least to the extent that he shared 
capitalism’s flexibility and nose for mar- 
kets. All the existing capitalist powers 
were European Christians, or at least 
had that background. The German 
sociologist Max Weber and his follow- 
ers, all Protestants, held that it was es- 

sential to be Protestant as well, From 
Weber to Karl Marx, the experts were 
unanimous that the Confucianism of 
East Asia was an insuperable barrier to 
industrialisation. At least one influen- 
tial East Asian, Mao Zedong, fully ag- 
reed with them. 

Mao was wrong, of course, on this 
as on most matters. Japan’s historic 
achievement has been to show that 
Confucian values (strictly speaking, 
neo-Confucian, as the shoguns only 
took them up in the 17th century) such 
as the acceptance of community dis- 
cipline, patience, rule by example, 

respect for education, precedent and 
seniority were not only not barriers to 
modernisation but, suitably modified, 
could actually become the foundations 














and, in our enlightened days, come to 
be taught in Western business schowis as 
the latest triumphs of scientific manages 
ment. 

Japan has, of course, adapted Con 
fucian valuesto its own needs, as it has 
all foreign ideas. Not many Japanese, 
for instance, plan. to become full-time — 
sages.. The remarkable feature of 

Japan’s climb from destitution to glob 
| creditor, from ashes to skyscrapers 
four decades, has been its extraordinary. 
freedom from internal stress, all things 
considered, however many problew 
may be causing non-Japanese. A sovie- 
ty-wide increase in real wages of more 
than 10 times, with little or no hindrance. 
from the political expression of envyor 
discontent, points to wide acceptance of 
a common set of ethical values and. 
agreement about their practicalapplicay 
tions. There issa consensus on how to 
| bake aswell as cut the cake that cannot, 
| as communist regimes have learned, be 
| generated overnight. 
| Japan's post-war harmony, certa 
| in comparison with the destructive st 
| of other Asian countries, has been bul 
| on a tacit social compact, unwritten, 
| deeply traditional, and of unmis 
| ably Confucian cast: 
|» Work and family alone give meaning 
and dignity to Therefore, everyone | 
| owes society hisor her work, amc socie- 
| ty owes everyone the opportunity fo: 
| 
| 
| 
| 
| 
{ 













ji 
| 





work. Japan has had no significant un- 
employment since the 1950s. 
» Every man (women do not quali 
entitled to earn enough to sustain 
family, and no one is entitled to mo 
than his productive status requi 
Therefore, Japan has no glaring 
inequalities, no stately homes or et-s 
ters. A company director might be paid 
three times what his driver earns, com 
pared with perhaps 30 times in the US, 
Gamblers and lucky merchants of | 
course can make more, but these are nat 
widely admired occupations. 
» Ability to serve the community is ran 
| domly distributed, and can only be de 
veloped by education. Therefore, there 
must be more or less equal access to | 
| educational opportunity. Japan has no, 






























All work Command: espe l 
s or inefficient, ev reso, There- 
ore, no. group followin a 
ccupation should be eliminated with- 
out compensation, or due regard for 
their future. Farmers, for instance, fol- 
| low the most basic and worthy of occu- 
| pations. 
| > Political power should bë exercised 
by example and persuasion, not force. 
The military should, therefore, be ser- 











vants, not masters. of the state. This. 


tus is best maintained in Japan by a 
ainobtrusive, undivisive military, 
ithout political power: 

These principles present, of course, 
‘somewhat idealised Japan. The appa- 
ntly egalitarian pay structure is in fact 
estooned with perks. and privileges. 
ome residents of the country, those of 
ean descent, for example, or even 
traditional, wholly Japanese out- 
ts; the burakumin, are simply not rec- 
‘oned to be part of the Japanese com- 
munity. There are now some idle rich, 

eneficiaries of land.-deals (or their 
poiled children for the most part). 
However, the mainstream Japanese 
ig shot still insists on being photo- 
raphed at his desk, not in his golf 
lubhouse or on his yacht, should he 
own one. Wealth, or even middle-class 

E rabany gives young Japanese 
ier access to higher educa- 
, but the path from humble home to 
cial summit is still open (prime minis- 
ers Suzuki and Nakasone climbed it, 
or instance). The Japanese military are 
till very, very far from political power. 
Very broadly, the Japanese social com- 
pact still shapes realities as most Japan- 
se see them (more than three-quarters 
ocate themselves in the “middle class” 
nd the compact has held fast for the 
vast dazzling 40 years). Why, the Japan- 
se ask, change’ itnow?. 


High-energy brand 
of Confucianism 


The critics of neo- 
Confucian. consensual 
society, both Western 
jand „Eastern, have 
„argued-that this form 
of organisation: is in- 
flexible and unre- 
à M sponsive to external 
change, a sure recipe for stagnation and 
ackwardness. This is certainly true of 
the low-energy pattern, as typified by 
ncient.China or Korea. Japan's origi- 
nal contribution has been to develop a 
high-energy Confucianism, fuelled by 
intense internal competition, a legacy 
from Japan’s. centuries of feudal infight- 
ng ae a humble readiness to. accept, 
adapt and improve other people’s ideas, 
anal ' China’s,.now anyone’s: that 
fith these two ele- 

apan was the first in Asia. 

















































traditional; 


cal military manifestation rom: 

1942, when such things were in style (or 
most Japanese thought they weré), it 
produced Japan’s short, sharp, spec- 
tacular string of futile victories. orcibly 
diverted to peaceable ends, it has made 
the “economic miracle.” In both ¢ CASES, 









it should be noted, Japan stumbled on. 


an opportunity seemingly ideally suited 
to Japanese talents: first a power vacu- 
um in Asia, and then a recently vac- 
ated slot for a low-cost mass- producer i in 





| the world trading system. 
In both cases the opportunity was 
























Tokyo money dealer: inevitable crunch. 
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the Pacific. Their intention, ‘said the 
lies: who called’ for Japan’ s. uncondi- 
tional surrender at Potsdam in 1945, 
was “not that the Japanese people 
should be starved or exterminated, but 
that they will be given the opportunity 
to make their way in the world by peace- 
ful work.” Seeing that Japan was simul- 
taneously to be deprived of its empire, 
this promise could only have meant that 
Japan’s survival lay in exporting manu- 
factures. It seemed a good, indeed the 
one possible idea at the time. 

t was the US Occupation authorities 
who retained Japan’s wartime 
munitions ministry, overnight 
converted into a Ministry for 
Exports but more tactfully re- 
named the Ministry for Inter- 
national Trade and Industry, 
the dreaded Miti —the people. | 
who perfected, during the b 
years, the distinctive Ja - 
ese method of decentr ied : 
- manufacture by sub-contract- 
ors — and directed its bureau= 
crats to find something non= - 
military to: export. It was 
the US banker Joseph Dodge 
who proposed the policy of 
import substitution nd ex- 











change fate at 
lar, a rate that held for more 
than 20 years, through the de- 
cades.of Japan’s fastest econo- 
mic growth. The rate turned 












pursued for four decades in hubristic, 
over-reaching style. High -energy Con- 
ir 


fucianism, the world’s first example is 
teaching us (the Koreans, Taiwanese 
and even the Vietnamese may well con- 
tinue the demonstration), has its own 
rigidities and inflexibilities. The differ- 
ence is that it produces hyperactivity, 
not stagnation, unswerving momentum 
rather than immovable inertia. 

The reason for this driving inflexi- 
bility is not hard to find. A society 


on the simple basis of existing strengths 
resists change because the myriad inter- 
nal deals that have been struck would 
need to be rebrokered. Everyone sticks 
out for the interests of his own group, 
asserting that they are those of the na- 
tion. While everyone redoubles his ef- 
forts, final responsibility is neatly and 
collectively avoided. Seen from a dis- 
tance, a powerful, demented: crew 
seem to be driving the ship to disaster, 
but in truth, no one is in charge. As 
a poetic contributor to this magazine 
once put it, “in the moment of crisis 
Japan's powerful institutions. dance an 
endless saraband around an empty 
room, deciding nothing, 





nowhere.” 


whose power relations are negotiated | 








getting. 





out to be the bargain of the 
century, considering what Japanese 
skills the yen could soon buy. 

It was the influence of prominent 
Americans, crusading to save Japan 
from communism — George Meany of 
the United Automobile Workers war 
one of the more dedicated —- which sec 
ured the opening of the US home mar- 
ket to Japanese products, with no cor- 
responding obligation on Japan. It was 
Americans who encouraged, some. say 
financed, the foundation of the Liberal 
Democratic Party, a kind of mutual-aid 
society for superfluous politicians that 
has seldom done more than referee 
from the sidelines the squabbles of the 
bureaucrats who actually run the coun- 
try, ifanyone.does. 

There was, of course, US self-in- 
terest as well.as benevolence behind this 
exercise: in reconstructing a former 
enemy. As well as the pressing for a 
strategically placed anti-communist ally 
in an Asia treacherously turned red; the 
US thriftily hoped for a s If-supporting 
Japan, capable in the fullness of time of 
paai without American charity. It 
occurred tono onein Japan’s destitute 
days that'there could ever be.a need for 
a Ministry for Imports, and none was 
setup. Impor: (ot than raw mate- 4. 




























Join the club. 
Put your US. investments 
under one roof in our 


USA Income Portfolio. 





If your international investment 
objectives are high income, low risk 
and tax minimization, you'll find it 
worthwhile to consider Merrill Lynch's 
fully-managed USA Income Portfolio. 

Merrill Lynch designed this Port- 
folio under the laws of Luxembourg 
as a société d'investissement a capi- 
tal variable for non-US. citizens who 
are not US. residents. It offers: 


Safety-All securities are issued or 
guaranteed by US. Government agen- 
cies or US. Government-sponsored 
enterprises. 


High return-Primarily mortgage- 
backed securities which historically 
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Flexibility-Investment strategy 
responds to ever-changing market 
conditions. Hedging strategies limit 
fluctuations in net asset value. 


Tax-free status—Non-U5S. investors 
are exempt from US. withholding tax. 


Experienced management-The 
Portfolio—and your investment-is 
managed full time by Merrill Lynch 
Asset Management, which is current- 
ly responsible for assets of $75 bil- 
lion, more money than any other 
investment firm worldwide. 


This is not an invitation to subscribe 
for shares of the USA Income Portfolio 
Portfolio subscriptions are received 
only on the basis of the prospectus, 
dated February 26, 1987, obtainable 
from the registered office at 2, 


Boulevard Royal, L-2953 Luxembourg, 


Grand Duchy of Luxembourg. Or 
contact Merrill Lynch International 
& Co., c/o Merrill Lynch Europe 
Limited, 27 Finsbury Square, 
London, EC2A 1AQ, England. 
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at first left to the market, 
, after the 1960s’ “liberalisation” 


“became the system of “non-tariff bar- | 


boriers”~ that non-Japanese incessantly 

‘complain about: the semi-disreputable, 
highly lucrative labyrinth of agents and 
subagents, political: payoffs, multiple 
markups and exclusive, sclerotic distri- 
bution channels, ail carved up on con- 
sensual, Confucian lines — among Ja- 
panese. 

The sage advocated no right of con- 
sumption, certainly not of foreign-made 
luxuries, ‘and by 
chants-are contemptible men without 
any honour who can be expected tö put 
profits first anyway. For quite different 
reasons, Japan’s American rulers them- 
| selves launched the development stra- 

tegy of all exports and next-to-no im- 
orts, and before we could say “Yasu- 
iro Nakasone,” or not long afterwards, 

the world had an unlikely new top cred- 

- tor nation, the first in Asia. 
yo “And, from’a Japanese viewpoint, 
why not? Japan by and large follows its 





own principles, the soundness of which’ 


has apparently been proved by success. 
Let the other industrial countries follow 
suit, many Japanese urged, rather than 
preach their own self-indulgent and es- 
_ sentially unprincipled habits. The Ja- 
: pene are only doing now what they 
ave been doing for the past 40 years, 
perhaps even a shade less strenuously. 
Growing rice is nowhere near as hard 
work as it used to be, for instance, so 
why is everyone picking on us? 


he answer of course, is that the 
E Confucian Dodge, or the Japanese 
strategy for speedy growth led by ex- 
ports, is fundamentally. unsound: it 
only. works for a while, and only for 
small players. If everyone followed 
it; we would need a world of export- 
ers and no importers. In the early 
stages, it is true, a nation practising the 
Confucian Dodge in a modest way 

“keeps trade:in balance, and so its cur- 
rency cheap, by paying interest on loans 
and importing industrial equipment and 
raw materials. But even a single expo- 
nent. of the Japan plan, if he gets big 
enough -fast enough, soon reaches sat- 
uration point: the rest of the world can- 
not‘earn enough of his currency to buy 
his products, his currency rises in value, 
his prices follow suit, his exports fall, his 

_ economy stagnates, hungry newcomers 

' jump in and stability, in theory, returns 
to the system. 

Industrious Japan was already ap- 
proaching the danger point in the early 
1970s, when investment had been a 
staggering 40% of gross national pro- 
duct, the lion’s share of it going into 


equipping export-oriented industries. 


Providentially, for Japan, Opec poune- 
ed, and the resulting huge oil bills ab- 
sorbed the Japanese trade surplus and 


kept the yen down. The surpluses, and | 
the-yen, were edging up again when the 











onfucian ideas mer- : 








or export front in Europe. 

y the end of the 1970s, the Japanese 
trade surpluses were again causing tut- 
tutting in Washington. Jimmy Carter’s 
trade envoy, Robert Strauss, came to 
Tokyo and proclaimed the good news: 
the Japanese had promised to “make 
every effort” to reduce a trade surplus 
of US$6 billion to balance by.1980, so 
there was nothing, apart from Iranians, 


to worry about. In that year, Ronald | 
` Reagan rode a wave: of optimism into | 


the White House, accompanied- by 


another, just as passionate posse of fun- | 


damentalists. 
The prophets of supply-side econo- 


mics hold that inflation is caused, and | 


economic growth slowed © by, in- 
adequate supply of goods and:services, 
not excess demand. So, if demand is in- 
creased — by tax cuts, forinstance, or 
deficit budgets — then prices will not in- 
crease, because the supply side‘of the 
economy will rush in to fill the gap. The 
theory certainly worked for the US. The 
trouble was it was Japanese ‘and: then 
other. Asian suppliers: who rushed in, 
‘not only supplying cars and TV set, but 


lending Americans the money, to fi- 


nance their demand. Trade surpluses 
ballooned, but the export of capital kept 
the yen cheap. J apanese cars.and elec- 
tronics were irresistible, market shares 
expanded, and with them, Japan’s man- 
ifest destiny seemed to beckon. 

‘The fortunes of one Japanese com- 
pany, my neighbours the now deeply 
troubled Nissan, illustrate how recently 


it all grew, and ‘how fast it turned sour. 


Nissan exported its first tentative car (to 
Australia) as long ago as 1934, It took 
until 1962 to export 100,000 cars and 
trucks, until. 1970 to reach 1 million. By 


‘1975 it was 5 million, by late 1979, 10 | 


million, and this month Nissan’s exports 
hit 20 million. In short, half.the Nissans 
ever exported went down to the docks in 
the past six years, and nearly half of 
those’ were supplied to Reagan's 
America. 

But by the last quarter of 1986, when 
the yen. was still fluctuating around 
¥160 to the dollar, mighty Nissan made 
no profits at all. With the yen now near- 
ing ¥140, the local talk is of cutbacks, 
layoffs, even of moving Nissan factories 
out of Japan altogether, to places where 
the currency is softer and the wages are 
lower. In placid Aikawa-Cho, unbeliev- 
ably, we are starting to get a whiff of De- 
troit in the 1970s. The laws of economics 
were not repealed in Japan's favour; the 
sentence was only postponed. Pleasing 
everyone in Japan, at the price of an- 
noying just. about everyone. outside, 
eventually had to cometo acrunch. The 
crunch is the soaring, crashing, imper- 
sonal yen..Jt has one root cause: the Ja- 
panese are. exporting nearly. twice as 
muchas they are importing, and capital 
exports can no longer come near mak- 
i difference: => 



















































rather, what ¢ 
| done about the yen, 
i given Japan 

ablished . s 
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o sals are not the same problem, 
but both come from the same source: 
the mismatch between Japan's and the 
world’s ‘trading systems. Nor is 
problem by any means a purely J 
ese one either, thou 
hard-won market sha 
starting’ to contract. “Little 
among all the record surpluses, 
and recriminations at the end of 1 
two-way trade between Japan and the. 
US, still the biggest in the world, 
fell, for the first time since the of 
shocks of the early 1970s. The Japane 
surpluses are starting to shrink. the 
world trading system on which we all 
pend. 
The Reagan-Thatcher demands a 
the immediate difficulty, as they carry. 
for the first time:in recent Japa 
tory, both deadlines and spe i 
tions. Both could be defused by ti 
retreat, a mixture of soothing pror 
to the complainants and “adi 
guidance” to the allegedly chip-dum 
ing and Brit-excluding firms involved. 
The bureaucracy have customary aus 
thority over the companies within. t 
respective obediences, authority which 
rests on no legal basis and sods not open 
to legal challenge. : 
However, officials who are accu 
tomed to delaying or ignoring the dirce 
tives of their-awn government do not 
take ki O being ordered about or- 
contradicted by foreigners. and the. 
awesome powers of Japanese bureau: 
crats stem largely from their 
strated ability to protect their 




















with Japan. 





` The more fundamental problem is 


the soaring yen, because the: groans 
here come, not from foreigners, to 
which the Japanese establishment has 
béen hardened, but from inside 
Japan: from the flagship firms of Japan- 
ese industry, from politicians of all 
Shades (the Right bleating on behalf of 
business, the Left responsive to its 
ade-union backers), from smaller 
companies, the ones with instructions in 
omical fractured English; and from 
most parts of the Japanese community. 
Long term, the exchange rates affect 
vestment, job hiring and even school 
enrolments, which all take time to ma- 
ture, while money now:moves: at the 
speed of light. One result of this pool of 
liquidity sloshing restlessly around the 
_ world is a jump-on-the-bandwagon ef- 
fect, with enormous overshoots. In- 
terest rates affect the equation, too, but 
ot as much as a self-fulfilling guess that 
a currency will go up tomorrow. 
But in the end the ships come home 
d the movements of trade and invest- 
nt control the exchange rates (with 
ot much more than spasms as finance 
isters speak, slightly bigger spasms 
heir words are believed; real move- 
nts occur only if action follows which 
actually modify the underlying fun- 
amentals).. Such actions could start 
ryone jumping off the bandwagon, 
of course, with an attendant: under- 
shoot, but significant movement re- 
















































The yen rate, then, is trying to tell us 
something, namely that Japan will have 
to adapt to the world trading system be- 
cause the converse is not going to hap- 
Reagan and Thatcher are, of 
urse, saying the same thing, but theirs 
e no more than the squeals of tourists, 
beside the thundering Niagara going 
rough the currency markets. Japan is 
not offered the choice of adapting or 
not, because economic forces will make 
changes anyway. The real problem is 
more fundamental: any of the changes, 
voluntary or forced, that the high yen 
ings about will inevitably violate one 
more terms of the Japanese social 
act, the-pillars.on which harmony 
d prosperity have been built. 


ps 


he dilemma of Nissan is illustrative. 
¿Staking out its share of the export 
arkets, Nissan was clearly doing the 
ón’s-work in two ways which were 
a long time complimentary: provid- 
g employment at home, and earning 
e funds for essential imports abroad. 
Japanese questioned that what was 
for Nissan was good for. Nippon, 
and the sun flag waves proudly- -outside 
all its factories to this day. As Japanese 
sis grew, Nissan compensated with 
mation.” Some 70%. of call the 
















gires real changes in investment and |ý 
rade. 











‘gs industrial robots clank away in 


a 

obots do not drink Scotch; wear 

French neckties or take holidays in 
«Hawaii. Ideal workers, they import no- 
thing, in fact, except cheap iron ore, 
which they turn into expensive exported 
automobiles. Far, then, from solving 
Japan's yen problem, the robots are 
making it worse. The best thing, in fact, 
that Nissan could do for the yen would 
be to get out of Japan altogether, taking 
its robots with it, or import the compo- 
nent for its cars from other countries, 
which would amount to the same thing. 
Both these processes were already 
under way even before the yen started 
its current rise, and many other Japan- 
ese firms are thinking of making the 
same moves: as chairman Tadahiro 
Sekimoto of Nippon Electric hinted re- 
cently, “sometimes a company forsakes 
its country in order to survive.” The Ja- 
panese armed forces once took a similar 
self-centred view, building themselves 
an industrial base on the Asian main- 
land, with consequences eventually 








ny 











xport. 
calamitous for Japan. In the new peace- 
ful version, the conflict of company ver- 
sus country might still produce calam- 
ity, this time economic. 

If all the Japanese automobile 
giants, for instance, announced that 
they were pulling out of Japan next 
week, the yen would certainly go down 
with a satisfying crash; but one Japanese 
job in 10 is reckoned to depend, one 
way or another, on the car trade. Un- 
employed former Nissan men would 
probably not be among those cheering 
the loudest. By neo-Confucian ideas, 
those without work are not full mem- 
bers of the community, and unemploy- 
ment, particularly when it involves 
heads of families and school-leavers un- 
able to begin a working career, is unac- 
ceptable in the terms of the unwritten 
social compact. Such respect-sapping 
unemployment certainly played a 
` malevolent role in the Japanese social 
turmoil of the 1930s which ushered. in 
the military regime. 


Nissans fc 
ae ee | 
















c apan it has been 
in gentle decline since 1973, Japan’s 
profile, in fact, differs in most respects 
from that of all its industrial rivals, quite 
apart (or is it apart?) from not being in- 
habited by Europeans, Protestants, or 
former members of either of these 
groups. As well as having far fewer un- 
employed, Japan has, for instance, only 
56.5% of its workers in the “service in- 
dustries,” 10% or so less than other in- 
dustrialised countries, less than a quar- 
ter of a million in the armed forces (the 
US has more than 2 million), only 3.5% 
in government service (nearly 15% in 
the US) and only 3.7% in banking and 
finance. Simply adapt to the interna- 
tional (that is, Western) norm, and 
Japan’s troubles are over, some (West- 
ern) commentators, among them my 
banker friend, have suggested — in a 
helpful spirit of course. 






T= may, indeed, be the message the 
high yen is trying:to convey. Such 
changes are not, however, likely to be 
either easy or painless. The “service in- 
dustries,” widely defined, certainly in- 
clude the psycho-analysts and cosmetic 
consultants, race-relations.advisers and 
surrogate mothers Japan now notably 
lacks, but it also includes many of the 
menial occupations followed by “guest 
workers” and the illiterate underclass 
many of other industrial countries have, 
and Japan does not. The credit-card 
lifestyle has barely reached Japan, 
either, and still has a hard battle to wage 
against Confucian notions that 
moneylenders are. low on the ethical 
scale and that all debts should be settled 
up as soon as possible, in cash. 

A defence build-up would certainly 
absorb unemployed young men, and 
many. countries would love to sell mili- 
tary hardware to Japan; but Japan’s 
Asian neighbours would shudder — so. 
would a great many Japanese — and I 
have seen no sign of inclination among 
my own neighbours to pay more taxes to 
buy more arms, when the present 
policies have been so effectively undivi- 
sive. Nor does the pre-war history of 
Japan, with its gory string of assassina- 
tions of the wealthy, suggest harmoni- 
ous relations between a Japanese new 
rich of bankers. and the holders of 
foreign investments and a new. poor of 
waiters and former car workers.. 

Most Japanese, in short, do not want 
their society to become more “interna-~ 
tional” in ways that strike them as unde- 
sirable, un-Confucian, and un-Japan= 
ese. They may have to, of course, but 
not without bitter, last-ditch resistance 
from the groups who are:due to be dis- 
placed. Such changes will be even less 
welcome if they are, as seems. likely, 
perceived:.as not voluntary or inevita- 
ble, but having been forced on Japan by 
a coalition of evil-hearted foreigners en- 
vious of Japan's success. 











































Sun 


‘rice fields 

fe ain-soaked and 

royalist, tea-drinking 
| and socially conserva- 
‘itive, the industrial 

ioneers of Asia 
never seemed to me to 
have much in com- 

mon with the egalita- 

rian materialists of the US, but a great 
deal with the other set of foggy islanders 
who launched the Industrial Revolution 
in the first place. Bicycling through the 
rice fields last Sunday, it occurred to me 
that Britain in the 1830s was in much the 
same situation Japan faces now. After a 
dazzling beginning and a long war, in- 
dustry was in a slump, basically because 
foreigners had no way ‘of ue 
enough pounds to buy enough Britis 
nroducts to keep up with the staggering 
nereases in’ British productivity. The 
vadritish fed themselves, manfactured 
what they needed, and so had little to 
buy. 

In fact, British society had not 
adapted to the new industrial system; 
the power and prosperity it brought 
were welcome, the social changes were 
not. In paean, British agriculture 
was rigid 
which had, since the Middle Ages kept 
out foreign-grown grain except in rare 








times of famine. Students of history will |: 
remember the Anti Corn Law League, | 


dogmatic middle-class merchants and 
intellectuals who campaigned against 
these medieval survivals ‘through the 


slump of the 1830s until the last of the | 


Corn Laws were repealed in 1846. 

The result far exceeded thë ca 
ers hopes. Foreign-grown grain flood- 
ed in, prices fell, manufactured exports 

icked up, so did railways and ship- 
uilding to carry the increased traffic, 
and the new pattern of trade in manu- 
factures against foodstuffs and domestic 
` luxuries like tea and silk eventually 
spread to places as remote as China and 
Japan. The world trading system, much 
as we still have it, dates from those 
years. os 

‘Longer term, the consequences were 
less predictable. British agriculture was 
all but wiped out, many farmers emi- 
grated to Canada, Australia and the US 
to get back into grain-growing, and the 
descendants of those who went:to the 
new British industrial cities are mostly 
still there, a permanent proletariat in- 
habiting what have become decaying in- 
dustrial wastelands. Still, the industrial 
system was carried to the ends of the 
earth, and Britain after many misadven- 
tures is still the No. 2 creditor nation, 
after Japan. 

Japanese rice is grown under a sys- 
tem very similar to the old British Corn 
Laws. Rice imports are prohibited, 
even for family consumption by people 

like deep-water fishermen and airline 















protected by the Corn Laws | 


aign- | 


ws. The. se Government bi 
_home-grown Tice at eight’ times the 
world price and resells it, through a net- 
work of licensed shops dating from the 
wartime rationing system, at six times 
the world: price. Other grains little 
` grown in Japan are imported by govern- 
ment agencies and. sold at similar 
jacked-up prices, to protect the rice 
market (orca makes converts every 
year, just the same). 
_ Altogether, the protection of farm- 
ers from the competition of imports is 
costing Japanese consumers, either di- 
rectly or'through subsidies of US$60 bil- 
lion a year, US$25 billion on rice. Ja- 
panese food is by far the most expensive 
in the world, and Japanese eat 20% less, 
in calories, than Americans... 
Actually, a lean, low-fat diet does 
them good, and slimming academies are 
yet another of the “service industries” 
that have yet to take root in Japan. The 
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nacca 

the areavof the state of New Jer 
would come on to the market, probad 
all at once. Rice land is by demtio 
flat, well-drained, sunny, and clos 
roads —- ideal for housing. (Sundi 
farmers seldom walk to work.) 
employed genuine rice farmers 
be readily absorbed by the bu 
boom. that would surely follow, 
panese cities gratefully expanded, call- 
ing for new roads, schools, bridges a 
shortly, satellite towns. 

Rather than timid pump-priming 4 
routine public works, which H 
have much effect on Japanese 
the rehousing of the Japanese people: 
something like the standards of other in- 
dustrialised countries with, why 
nationwide modern sewage sy 
stalled at the same time, offers theg 

ng ‘pectof the boom of all timet 












protected species. = 















the Japanese economy == 
“rent of imports, a lower 
vast improvement in the 
o ity of Japanese urban life 

“the thanks of a grateful world 
















Pt is not, however, going t 
no Japan has no A 
aw League, and the 

































st view of free trade: 
» foreigners are free to buy Jas 
panese products and Japanese 
are free not to buy foreigt 
ducts. Rice farmers 
somewhere close to the 
of the Japanese self-image. 
There is natural alliance be- 
tween the owners of existiny 
residential land, and the vot 
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real cost of Japan’s rice laws is in the 
price of land. The land reform of the 
Occupation period parcelled out rice 
land in packets generally too small to 
provide a family living, even at Japan's 
outrageous prices. The result is that 
Japan has, among 2.7 million farm 
families, only 200,000 full-time rice 
farmers, statistically insignificant 
among a population of 117 million. The 
rest are “Sunday farmers” like my 
neighbours, growing 60% of the “gov- 
ernment rice.” They earn, by a few 
weekends” mechanised gardening, a 
supplement to family finances attractive 
enough to discourage them from selling 
their land, which anyway pays low 
taxes, even if it is close to; or even in 
urban areas. = 

“The economic consequences of re- 
pealing the rice laws could scarcely fail 
to be spectacular. Japan’s trade surpluses 
would improve, though not much; rice 
is in world oversupply and the entire Ja- 
panese consumption could be imported 
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sa 


of rural electorates, where on 


farmers’ cooperative B 
Nokyo, has 8 million mem | 
enormous political pull. Beyond the po- 
litical dealing there is anxiety abc 
cohesion of the Japanese commu 
uneasiness about committi J 
even further Gf that were possible) to 
the vagaries of trade, in a world that 
never stops complaining about Japan's 
behaviour. 
The Japanese Agriculture Minist 
had already announced that rice an 
ports would never be liberalised, aweek 
before American negotiators are due to 
arrive in Tokyo to renew pressure on 
the subject, along with the perenni 
beef and oranges. Lexpect to be 
ing past Sunday farmers for quite a Te 
years yet, while cherry blossoms dust 
the distant mountains, and children p 
in the grounds of shuttered factories. 
do not think, however, that Japan ca 
aha remain sO traditional, or so tran 
quil 


























+k Seaward in Kuala Lumpur 





as paid nearly US$200 million to 
the Malaysian state-owned steel com- 
ny, Perwaja Trengganu, in compen- 
tion forthe failure of its new direct-re- 
i steel plant to meet performance 
cifications: Announcing the decision 
down the showpiece plant on 15 
Perwaja’s charman,- Tan Sri 
in, said thatthe compensation 
am NSC would: consist. of ‘two pay- 
ents of ¥25 billion (US$174.8 million) 
$47. million (US$18.9 million). 
total cost. of the direct reduction 
ant and its. related facilities was ¥30 
ilion. . En 
_ Ina press statement, Jamil had said 
t the hot briquetted iron (HBI) from 
e direct-reduction plant had not met 









ecifications “with regards to briqueti- | 


y, size and shape . . . NSC has ag- 
o pay to, Perwaja the compénsa- 


] agreement,” The compensa- 



















addition to ‘the compensation, 
said that Perwaja’s outstanding 
an, totalling some ¥60 billion, 
be refinanced “with the coopera- 
ion of the Japanese side,” bringing a 
:75 percentage point cut in the current 
interest rate of 7.75%. 
_. The payment by. NSC follows the clo- 
f the plant in February this year, 
er two years of test. production. The 
REVIEW understands that in addition to 
he Japanese-made plant’s failure to 
uce briquets of a uniform shape 
which would have hindered exports), 
he iron: had also fallen short of the 
metallisation specifications by some 15- 
0%. NSC’s engineers were also unable 
o solve a problem of “clustering” in the 
haft furnace, which prevented Perwaja 
rom using.as much of the cheaper lump 
n ore as it had originally intended in 
raw-material mix. 
Perwaja executives have refrained so 
ar from blaming the failure of the plant 
dn a- design fault by NSC. There were 
ong rumours earlier this year that 
‘aja was threatening to sue its Ja- 
nese partner, so it is probable that the 
m ion agreement was reached 
condition, that both. sides refrained 
ming the other. Indeed, 
1 Kuala Lumpur suggest that 
as.dismayed. by. the contents of 
amil's press conference and, in particu- 
ar, his revelation of the size. of the set- 
































an’s Nippon Steel Corp. (NSC) I 





min accordance with the [original | 


ents have already been made | 





(Hicom), was the low price. NSC was 
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NSC had one year from the mechanical 


“completion of the directreduction plant 


in February 1985 to organise a perform- 
ance test, after which it had a further 


‘year in which to make any necessary 


modifications to bring the plant up to 
standard. NSC was unable to make the 
performance test on schedule and was 
given a’six month extension. When the 
test was finally done, NSC is believed to 
have requested a further extension to 
make substantial changes — a request 
which was turned down by Perwaja. 

The failure of the plant represents a 
major blow to NSC’s prestige as a world 
leader in iron and steel production tech- 
nology. It is also a significant setback to 
Malaysia’s efforts to create a heavy in- 
dustrial base utilising its own energy re- 
sources. 

Perwaja bought the NSC process 
though it had never been tested in.a 
full-scale commercial plant before. Its 
decision was influenced by the fact that 
the new NSC process used natural gas to 
reduce the iron ore, thereby enabling 
the steel complex to fit in neatly with 
other gas-based industrial projects plan- 
ned for the peninsula’s east coast. These 
included the Paka gas-fired power sta- 
tion, which would Aes produce electric- 
ity for Perwaja’s arc furnaces. 

Another major aspect to the choice 
of .NSC by Perwaja’s 51% parent,the 
Heavy Industries Corp. of Malaysia 





Nippon Steel pays dearly for a non-performing Malaysian plant 


_ Steelyard blues 





prepared to undercut by 40% the bids 
made by rival-steelmakers offering the 


established 


Midrax and Hylsa process- 


es, in-order: to get its own proprietary 
process launched inthe world market. 
NSC was also prepared to take equity in 
the scheme, heading upa group of eight 
Japanese -investors that subscribed: to 
30% ofthe company. The Trengganustate 
government took the remaining 19%. 
The Perwaja plant was completed at 


a total cost 
February 1 


of around M$1.2 billion in 
985. The direct reduction 


furnace was designed to have a maxi- 
mum.annual capacity of 600,000 tonnes 
of HBI, 90,000 tonnes.of which-were to 
be exported and the remainder used to 
provide 80%° of the raw material for 
Perwaja’s steel melt shop, which. pro- 
duces steel billets, In the NSC process, 


natural, gas 


is blasted at high tempera- 


ture and pressure into.a furnace con- 


taining iron 


ore, This is supposed to re- 


move most of the oxides in the ore and 
produce pellets of iron, which are then 


compressed 


into miniature pillow- 


shaped briquets about 10 cm long. 
he announcement of the closure 


came after 


months of speculation and 


official denials that the plant was not 
working satisfactorily. In October last 


year Prim 


e Minister Datuk Seri 


Mahathir Mohamad denied a report in 
the REVIEW (23 Oct. °86) that Perwaja 
had been experiencing severe prob- 
lems. “Perwaja is. not facing any prob- 
lem so why is the magazine trying to 
create one?” Mahathir asked..an:audi- 
ence in Perlis. i 


both the prestige of 


Althoush 
“A Mahathir’s “Look East” policy and 
NSC have been dented, the closure of 


the plant is 
Perwaja, th 


not a complete disaster for 
anks to the vagaries of the 


world market for steel scrap. Indeed, 


Jamil could 


say with some justification 


at his press conference that the failure.of 
the direct reduction plant has. come as a 
blessing in disguise. 
Although it was intended that HBI 
should. be. the main raw material for the 
billets ——. with scrap making up the rest 
— Jamil said. that the lower. prices for . 











scrap since 


the commissioning of the 


plant had made. it uncompetitive for 
erwaja to make steel using a high pro- 
portion of HBI anyway. The current 


price. of. scr, 
tonne.. cif, 







ap is now around US$95 a 
compared » with... about 


US$109-110 a tonne fob for HBI. 





out the poss 





Furthermore, Perwaja has not ruled 






lity of using the direct re- 
































two 
spend about 5-7% more refining its steel 


because of the low level of metallisation 


being achieved in the HBL: For the mo- 
ment, however, it has decided to go it 
alone with just the- steel melt shop. 
Jamil said that studies are under way to 
| determine whether the furnaces could 
be fed 100% scrap or. whether a smaller 
percentage of HBI shouldbe used. ~ 

. lf the latter proves to be the case, 
Perwajais likely toimport HBI made by 
Sabah Gas Industries, which has a 
660,000 tonnes-a-year plant using the 
Midrex process. At the moment, Per: 
| waja is producing mainly high-ten- 
< {sile billets but if it decides to produce 
more “special grade” billets, it will need 
„about 36% % HBI content. 

The implications. of the closure for 
Malaysia’s natural gas industry are not 
so favourable, however. Situated on the 
east coast of the peninsula, Perwaja 
gganu was:a key component of the 

hase of the peninsular gas utilisa- 














“ye standard ft? of offshore gas a day in its 
direct reduction: furnace —- equivalent 
10% of PGU Phase One con- 
- carried in a specially built 


















onically, some of the problems of 

eduction plant can be traced 

the gas. Sources in Perwaja have 

REVIEW that the quality of the 

consistent and sometimes had 
te : 


i i of the gas was too high to 
l make the HBI competitive with scrap. 


a Charles Smith writes from Tokyo: 
| The ‘Trengganu contract: was won in 
1982 by a consortium consisting of Nip- 
pon Steel, Mitsubishi Heavy Industries, 
“Chiyoda Engineering and Daido Steel 
rgan stiff competition from US and 
exican companies, The Japanese con- 
sortium’s ¥83 billion bid price was ‘the 
“key: factorin its success, though. the 
novel technology offered by Nippon 
Steel also helped. 
A spokesinan for NSC admitted that 


the. direct reduction process used in the 
Perwaja plant. However, the spokesman 
dwelled much more.on the sharp fallin 
the international price level for ‘steel 
scrap as the biggest single:reason forthe 
plant’s failure to function economically. 

_ Whatever was more important, NSC 
apparently took the initiative to. offer 


compensation for the plant, writing off 


the process for both technical and econo- 
mic reasons. The move was made smooth- 
ly as the already-beleaguered Japanese 
steel giant attempted to.cut its losses on 
the project. The compensation amounts 
to about 28% of NSC’s ¥ 100 billion loss 
forecast for.the year ended 31 Marchy 

and about 7% of the estimated ¥ 400 bil- 


| steel industry inthe same year. 








tion (PGU) project: At full capacity, 
¿Perwaja could. use about 20 million- 





| slowly after a drop in: 


there have been technical problems with 


lion ioss taken on by the entire Japanese 
a 











By James Clad in Manila . 

Age: sense of urgency than in 
the past will underlie discussions 

among the 47 sovereign owners of the 

Asian Development Bank (ADB) at the 


. bank’s annual meeting in: Osaka from 


27-29 April. Away from. their formal 
agenda, the governors of the world’s 
biggest regional: lending agency. will be 










talking about the problems of staffing, 


loan. quality, . management; procure- | 
ment and future directi en seem 


ng a 
only Japanese-led multilateral financial. 
institution. : 
Although ADB vice-president Stan- 
ley Katz told the REVIEW that “no 









major unforeseen issues are expected to 






come up at the Osaka meeting,” board- 
level sources acknaw lege that ciat 





the foreseen i issues alone” could take. up 
plenty. of time. Many of these issues 
have become exacerbated’ as bank 










» growth tailed off in the mid-1980s: loan 


disbursements during 1986 “rose: only 
985, a result, the 


ADB ON A PLATEAU 
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| 
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_ADB’s annual report says, of “high debt | 






levels and budgetary constraints as well 


as generally low” commadity prices | 


worldwide.” 

Among: customary - = and deserved 
—- bouquets, the ADB has also received | 
some less-welcome brickbats in recent 
months... Stories have appented in a 
range of leading financia journals, in- 
cluding the REVIEW (27 Nov..’86), high- 
lighting the growing av estioning of cur- 
rent mana peal policy by bank staff 
and some directors: Some articles have 
speculated about a. possibly. shortened 
term. for ADB. president Masao 
Fujioka. 

Two weeks before the Osaka meet- 
ing, the sub-committee on foreign oper- 
ations .of the powerful US. House of 
Representatives: Appropriations Com- 
mittee heard closed-door. testimony, 
much of it critical, about bank opera- 

$ ub-committee chairman Rep. 













































| six years ago, but never used. 


The foreseen issues 


Developing countries hit out at ADB procurement policies 













David Obey sent queries to US AD 


sense political mileage in n cg 
shortcomings i in a Japanese-run ins 
| tion.’ 
But the criticism is not simply ate- 
flection of US-Japan tensions. 1 
cember, and again in March this yet 
complaints about the bank were aired 
the Australian parliament. Sen. Jani 
Haines, leader of the Australian Demo- 
crats, on 19 March claimed there was an 
“unfair allocation of project contra 
‘by the. bank and que be 
the quality of some recent pro. 
jects. ern with bank funds 











‘s operations, adding th 
as- been st YA 
-granting as 

apparently 
itself. ” In reply Sen, Pet 
sh, the acting federal tr 
ret said “Australia re 






































Just before the Osaka me 
ing, an article in the Aws 
Financial Review alleged ADB 
vance in bias against Australi 
suppliers for a bank-financed le 
breeding project in Indonesia. And 
elsewhere, the ADB’s star. may. also 
: : midA 


















gium, an ADB niember, qu 


| drew: a US81 omillion technical 


ance support find placed with the ADB 





Most of this criticism, gaming fron 


; few non-regional, developed cou 


| sources. Nor are the rich, non-regi 





| members, reflects points-of view wh 

| have been aired before. As Katz to 
the REVIEW on 15 April: “The perform 
ance of the bank has been considered 
satisfactory by omost member t 
tries,” a view echoed by many o 






members necessarily united int 
views. For example, bank soure 
the British representative on the ADE 
board of directors last year conducted a 






















house memo on 12 November, 
ADB's... vice-president for proj 
Gunther Schultz, wrote that “it wase 
couraging to hear that (Britain) co: 
























































_ But while the bank's many defenders 
say most of the recent attacks come 
from a few countries with “axes to 
grind,” dissatisfaction has spread 
beyond the developed countries. In 
particular, the 29 developing member 
countries (DMCs) have demanded that 
more of the bank’s project procurement 
be sourced: from their. own domestic 
suppliers. 

With ADB loan commitments total- 
ling about US$20 billion, the issue is far 
n academic.. Indonesia’s statement 
ast year's annual meeting pointedly 
erlined the local-procurement issue 
Evrew, 15 May.’86), and it has be- 
me a-recurring issue at ADB board 
eetings,; first appearing in. 1976 and 
batedin 1978, 1985 and 1986. Fujioka 
s been sympathetic, arguing that 
sia’s largest development project 
yancier should emulate World Bank 

t Inter-American Development Bank 
lomestic prefererice schemes. At recent 
ard meetings he called preferential 
DMC procurement “a legitimate aspira- 
tion.” Japan’s director, Takatoshi Kato, 

d 7 


“Although the board last August ap- 
proved a proposal to discount domestic 
suppliers’.quotations by 10% when 
aluating competitive bids, as a way to 
fiset the burden of various taxes and 
duties [and] make DMC supplier bids 
ore economically feasible vis-a-vis 
reign bids,” most DMCs remain un- 
ippy about what one DMC board 
member called a “meagre and absurdly 
token gesture.” The World Bank gives 

MCs preferential. weightings of 15% 


|. “meagre” proposal ran into “ferocious” 





Building for 
the past 


The new ADB headquarters will 
be far beyond its needs 


onstruction began last year in 
Manila ‘on an attractive new head- 
quarters to house the ADB’s 2,400 staff. 
ut there is a problem: only 1,600 staff 
ork for the bank, and there may be 
wer still by the time the nine-storey 
building opens late next year. “There is 
every chance,” commented one senior 
staffer familiar with the US$171 million 
building, “that a much smaller staff in 
the 1990s will rattle around in there like 
pebbles in a shoe box.” 
This prospect is just one of several is- 
sues which have caused staff morale to 
ecome a nagging issue recently. Likely 
rection in bank lending away from 
ect financing could mean shortened 
ers for sector specialists — trriga- 

grain harvest experts, for exam- 

























re 
pr 


According to thi§ director, even this 


developed-country reaction, with Japan 
the notable exception (Kato told the 
board it was “reasonable”). Twice last 
year, developed-country members 
slammed the idea. For example, 
Canada’s Jean-Marc Metevier (who 
also represents Nordic ADB members) 
called it a “proposal for erecting prefe- 
rential trade barriers . . . rather out of 
tune with international efforts to coun- 
teract protectionist measures.” 


ustralia’s Keith Horton-Stephens 

(also representing Hongkong) cited 
“an analysis . . . of bidding results from 
1981-85 at) showed that a 10% [pre- 
ferential] margin would have resulted in 
only 15 additional contracts worth US$4 
million being awarded to domestic 
suppliers . . . a very small benefit for the 
DMCs when taken against the cost of 


(Number of times consulting firms were 
for technical assistance projects, 1 


Number of 





Subtotal 


associate of another member country. 


ple. The prospect of staff cuts is seen as 
even more likely in the wake of a recent, 


ee report, prepared by 
the US firm Cresap, McCormick and 
Paget, that recommends, Washington 
sources said, cutbacks of up to 20% in 
staff levels at the World Bank. “What 
happens at the World Bank often sets 
the pace for regional multilaterals,” one 
ADB source commented, 

The bank may see this as an opportu- 
nity to adopt the practice, as some direc- 
tors have been urging, of making more 
fixed-term appointments to reduce the 
job-for-a-lifetime mentality prevalent 
among some staff. Of the 75 ADB staff 
at “manager” level or above, 34 come 
from DMCs. 

-On the whole, ADB staffers appear 








WHO WON THE CONTRACTS 


ed 





“Number of times each country participated in the project 





Said. 
once the bank started. 
protectionist path, there was 
no turning back.” £ 
DMC directors reacted strongly. 
India’s K: V. Ramanathan (also repre- 
senting Bangladesh and Bhutan) said 
“the share of DMCs ‘in cumulative 
[ADB] procurement: .... was about 
13%.” The 10% proposal. was, if any- 
thing, too modest — just a “price ad- 
justment scheme” rather than. a. real 
preference policy. DMC directors criti- 
cised the 10% proposal as being applica- 
ble neither. to construction. contracts 
(for-which the: World Bank preference 
has been in effect for 12:years) nor to 
DMC bids that might also receive home 
country export incentives,- Hei 
Malaysia’s Tunku: Abdul Malek 
(who also represents Burma, Nepal, 
Singapore and Thailand) said “DMCs 
had been placed in a disadvantageous 
position for years.in regard to bank 
ocurement. The: 
uation should have 
been the reverse; be- 
cause any favour: -or 
advantage. should be 
` given to DMCs and 
~ not tothe industrial- 
ised. countries.”. Indo- 
nesia’s Sofjan Djaja- . 
winata said the scheme 
would simply “cor-: 
rect” an implicit’ bias 
‘against DMC suppli- 
ers; Other DMC rep- 
resentatives. ventured 
similar. views, includ- 
ing Pakistan’s N. M. 
Qureshi, South Ko- 
rea’s Wei Sung Yong 


—_——_ 


well paid, Ont of the 
total staff, 680 are class- 
ed as “professional,” 
fitting into a 10-tiered, 
ture giving USS26,205 
; 4 ture giving . 
maaan he a year to the lowest 
i paid and US$82,020 a 
evIEWTABLE ty Anay tag year to the highest. The 
average professional earns US$54,347. 
Educational and rent allowances, plus 
duty-free privileges, also enhance the 
attractions of an ADB career. 
Despite: these inducements, grum- 
bles ‘sometimes surface about a loss. of 
parity with World Bank salaries (ADB 
professionals ‘earn about 10%. less than 
their counterparts in Washington). 
Complaints about “inconsistencies. in 
applying the bank’s promotion policies” 
sometimes reach.the board of directors. 
In fact, ADB staff grumbling goes 
back many years. When 
















































the ADB 
86) 
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Fujioka served 
as the ADB’s first director of adminis- 
tration in the: 1960s these problems 
seemed muted. But by the start of his 
first presidential term in 1981, the man- 


agement consulting firm of Hay Asso- _ 











Prof r 

approval Qureshi dismissed 

itas “at best, a half-hearted. measure 
[that] clearly fell short of the preferen- 
tial treatment given by the World 
Bank.” But the developed country op- 
i ebudge. Thomson, by 

























Germans, Austrians, 







| tain abstained. Only 65% of the votes 


favour, however — a departure from 
the ADB’s traditional consensus. deci- 
sion-making. 


T: DMC preference controversy 
‘© covers only one side of the procure- 
“ment question. Just as contentious are 
long-standing but poorly documented 
charges that informal methods within 
the bank cumulatively help to point bor- 





sometimes allege their Japanese col- 
leagues use their short, seconded terms 
at the bank (two to three years) to feed 
technical data back to their home com- 


panies in Tokyo, including information - 
about contracts which have not yet been ° 


opened for international bidding. 


Disagreements over allegations of. 


poor-quality projects or other matters 
must be kept in perspective. Critics who 


bank project often, in the same breath, 
attack the bank for not pushing out 


| nesses for failing to 





ed: apart from the Japanese, the West. 
Italians and | 
“|. others also voted with.the DMCs. Bri- |. 


represented at the meeting voted: in’ 





rowing countries towards Japanese | 
suppliers. Non-Japanese bank staff, 









| cluded by arguing for a “qualitative 


demand impeccable quality in every, 


funded profes. critics conveniently 
forget that West European and US com- 
-panies also. do very nicely from ADB 
“contracts. Last year, the US ‘won more 
precurement dollars than Japan — 
though the cumulative figures still 
favour Tokyo. Much of the sniping at 
Tokyo results from irritation at being 
edged out: some Western sources at the 
bank chide their: home. country busi- 
g to play the game as 
‘methodically and as well-as the Japan- 
nn a. i a : 
More i 






tional borrowers such as South Korea or 
Taiwan no longer need ADB money, 
while those that do, such as Indonesia or 
the Philippines, usually labour under 
large foreign-debt burdens and stagnant 
commodity earnings that make bor- 
“rowing difficult. Policy decisions against 
too much exposure to new borrowers 


hopes ofa quick boost to disbursements. 
plications of falling commodity 


prices on bank operations. He urged 
“greater stress... . on projects which 








said “the bank will need to anticipate 
rather than react to events.” He con- 


change in orientation” with “carefully 
‘packaged programme and sector loans” 








| plus projects “geared to improve the 


Management capability of executing 
agencies.” At Osaka these will be the 
most important issues debated. oO 





ciates. had been called in. to study. the 
ADB's “clarity of direction,” “manage- 
ment: style,” “organisational, vitality” 
and other issues. Fujioka received its 
confidential hy aie entitled “Survey of 
Management CI 
‘but few, if any, of its recommendations 
were implemented, reliable sources said: 
|. „Almost six years later the same sub- 
jective issues seem to dog the institu- 
tion. On 12 December Fujioka wrote to 
each member of the bank’s professional 
staff, requesting “on a confidential 
basis, a frank and candid appraisal of 
your work environment.” Sources said 
‘there was a “high response” to the pre- 
sident’s questions about the “atmo- 
‘Sphere regarding the freedom to express 
professional opinions on project mat- 
ters” and “the state of staff relations, 
morale and discipline.” 

In March Fujioka reached agree- 
ment with the bank’s staff association 
on a grievance procedure and formation 
of an. Appeals Committee. “We have 
not adopted the institution of an om- 
‘budsman [as in the World Bank] or the 
:- creation of an administrative tribunal,” 








Climate,” in August 1981 | 












Ikawa told the Review. “Otherwise the 
grievance and appeals process is similar 
to that in the other organisations.” The 
staff association had pought both. 
Another problem affecting morale 
‘has grown out of press disclosures last 
year of internal disputes over lending to 
certain projects, based partly on 
“leaked” ADB documents. In re- 
sponse, Fujioka appointed a three-man 
committee, led by ADB general counsel 
C. P. Jhong, to look into the leaks; in a 
memo, Ikawa described Jhong as inves- 
tigating “the involvement and miscon- 
duct of bank staff in making statements 
and providing documents . . . in viola- 
tion of the [bank’s] rules and regula- 
tions.’ 













promote non-commodity exports” and | 






















“such as China and India also. diminish | 


_In an in-house paper, ADB chief | 
‘conomist K. N. Kohli recently set out | 





ADB personnel ‘director . i 
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| (NDSC) to Middle 


| facturer; Hubert Thierry, a Fre 






Five Europeans and indonesia. 
involved in financial scam 







By Nayan Chanda in Washington 
[3 an international scam spannin 
donesia, the Middle East and ¥ 
five. European businessmen have 
indicted in a New York court for 
to pass US$640 million of- 
promissory. ndtes issued by an 
sian military body, Although it i 
likely that any Indonesians will 
brought to trial in the case, the not 
could, damage Indonesia’s standing 
the world financial market. 

At least some of the promisso 
notes were issued in 1985 by the Ind 
sian National Defence Security C 
sastern 
man Hassan Zubaidi (Review, 
Feb.). Zubaidi is wanted by Int 





















West Germany, and was na 
1981 pro-note scam involvin : 
According to the charges filed in). 
Manhattan, the defendants on three oc: 
casions attempted to sell the notes, 
which. they knew were worthless, to an 
undercover New. York City detective. 
Those indicted are Odd Bergem, a den- 
tist and president of the Panamanian 
company American Coffee and Co 
modities; Richard Semper, vice-pre: 
dent of the same company, E 
Gaeckler, a West German accountant 
representing an Austrian truck mi 





















yer from Marseilles, and Dag 
investment banker who acted as adviser | 
to Bergem. E 
The court documents show that. 
Thierry represents Zubaidi, a D Ga 
cus-based: businessman who o 
Beirut company, Central E 
for Trade and investment, tc 
notes were issued by NDSC in C 
1985, and who supplied the notes 
the defendants. According to the i 
tigators, Zubaidi obtained USS3.! 
lion. in bearer notes “ostensibly i 
by the National Defence Security 
cil of “Indonesia” through the 
company. 
The district attorney says that < 
ferent times in 1986 Zubaidi 
notes to several businessmen, ini 
Gaeckler and Semper, as pa 
goods. The agreement with t 
dants was that the goods would not be 
shipped until defendants had resold the 
notes. 

















USS100 million. “Bur some roo 2 
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We give you 
minus the myster 
minus the myth: 





ee Asia 1987 Yearbook 






































s home to more than half of mankind. Every day: 
en 3 are happening here that not only shape the re- 
n's- future but affect the entire world. The Asia 1987 
rbook does more than cover these events — it com- 
yles, analyses and interprets them. No. businessman 
can afford to ignore them. Ner can any professional or 
scholar or anyone who has Peles with Asia. Decide 
ourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
gertips.as does the Asia Yearbook. 


v in its 28th Edition 

Asia 1987 Yearbook, now in its 28th year, is bigger 
more comprehensive than ever before. Matching 
id pace of Asian development, it goes into great- 
ail , with greater ke — a book which PVeryOne 


e Asia 1987 Yearbook ir ine Judes two new chapters — 
ng a historic year in South Asia, and analysing US 
volvement in Asia — but you will find familiar chapters 
features as well: a portrait of The Region, The 
er Game, Population & Food, Development Banks, 

an Finance, Asian. Investment, Commodities, 

ergy, Aviation, Shipping, Fishing, Trade & Aid, the 
ific, Asian & Pacific Organisations, and a round-up 
of the year’s news stories. 


: the past, the Asia 1987 Yearbook has an abun- 
ce of charts, tables and graphics to illustrate the 
aterial, including a full military profile of each regional 


ntry. 


e main body of the book contains chapters on 31 
ntries, ranging from Afghanistan to Japan, from 
hina to New. Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 

tics and Social Affairs, Foreign Relations, Economy 

nd Infrastructure, complete with a map and lists of 

ading pn ic officials. The Asia 1987 Yearbook gives 
formation on everything from 


country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master pero pals provided by Year- 
book experts. 


How We Did It l 
Published by the Far Eastern Economic Review; the 
Asia 1987 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file. on-the-spot reports. from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 


„experts and research staff contribute (as they have reg- : 


ularly for 28 years) to keep the Asia 1987 Yearbook on 

top of events. To give you Asia minus the mystery, . 
minus the myth. To give you Asia as amy the Far East- $ 
ern Economic Review can. ; ne j 










Soft Cover: HK$195/US$24. 95/£17/S$54. 50/MS$66. 50 
Hard Cover: HK$225/US$28.95/£20/S$63.50/M$77 
For airmail delivery, please add: Pe 
HK$55/US$7/£4.50/S$15.50/M$18.50 per copy. 


CS ie 


To: Publications Division, 
Far Eastern Economic Review. 
G.P.O. Box 160, : 
Hongkong 


Please rush me copy/copies ofthe Asia 1987 Yearbook.as 
indicated. enclose a cheque/postal order for 
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Asia 1987 Yearbook (Soft Cover): : 
Price: HKS195/USS24. R 50/M$66. 50 each” 
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Price“ HK 225s US$28. 95/£20/5$63. 50/M$77 each ; 
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*For airmail delivery, plea £ 
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-_oured. In March 1986, and again in Feb- 
‘this:year, Blissued a circular to all 
| foreign-exchange banks and foreign 
- banks in Jakarta which implicitly denied. 
any Indonesian Government responsi- 
bility for. the. NDSC notes. “The. is- 
suance of promissory notes within the 
framework of foreign loans to the gov- 
ernment of the Republic of Indonesia 
can only be undertaken by the Finance 
| Minister. and/or Bank Indonesia,” the 
| circular said. Baty 
«While the Indonesian Government 
can avoid. taking responsibility for the 
~otes; its name is nevertheless sullied by 
1e association of a high government or- 
“ganisation with the scandal, and the fact 
thatthe Indonesian ambassador ‘in 
Damascus put his signature to many 
notes to authenticate the signatures of 
the NDSC officials. “The question to 








ask:is where has'the money raised by the 


NDSC gone,” says one US source 


- [tis not clear if the NDSC or the | 


senior officials who signed the notes — 
including Ibnu Hartomo, NDSC deputy 
for development and brother of Presi- 
dent Suharto’s wife — ever received 
| anything in exchange. Hartomo told the 
Indonesian magazine Tempo in Feb- 
ruary that the money was intended fi 
military projects, but that the NDS 
had been tricked by Zubaidi. He con- 


ceded that BI and the Finance Ministry | 


were not involved in the notes’ issue. 


While Zubaidi is safe from arrestin | 


Damascus and Beirut, his inter- 
mediaries will be tried on the allegation 


that they knew the promissory notes | 


hey were~selling, were valueless. In- 
_ formed sources. also said that the repre- 
sentative of BI in New York could be 
subpoenaed to testify. - 


» Vaudine England writes from Jakarta: 
While:the NDSC and BI have yet to 
comment, officially, Foreign Minister 
Mochtar Kusumaatmadja said that In- 


donesia’s. consular. offices and. BI have | 


beén asked to give the US prosecutors 
“all necessary assistance” in their inves- 
tigation. Mochtar said the notes were 
never valid documents and implied that 
at least one of the signatures on- the 
notes was not genuine, which con- 
tradicts clarifications earlier from BI 
that the signatures. are all genuine. 
Mochtar declined to say whether any 
investigation was taking place within 
Indonesia, or whether any action had 
been taken. against the signatories. 
“Maybe some people are a little too laid 
back,” he suggested. The ambassador 
to Syria had been reprimanded for his 

















| role, he said, but remains in his post. £ 





Measure for measure 


Seoul introduces reforms.to slash its US trade surplus 


By Paul Ensor in Seoul 


Sue Korea has announced a pack- 
J age of economic measures to cope 


| with its burgeoning trade surplus. with 
>the US, the country’s biggest market 


which absorbed 40% of total. exports 
last year. The trade gap with the US was 
a huge US$7.34 billion last year and US 


officials fear this will rise sharply this | 


year. With the introduction of the eco- 
nomic package, Seoul hopes to avoid 
trade friction with Washington. 

Last year was the-first year the coun- 
try enjoyed a substantial trade surplus 
— U8$4.65 billion — and if nothing is 
done to control it, the surplus could 
double this year. As Deputy Prime 
Minister. Kim Mahn Je put it: “This is a 
major turning point for the [South] Ko- 
rean economy, and management of 


| panies and expanded public works pr 











|| year as part of a broader attempt to ¢ 
| back debts. According to the new 


| squeeze on, won borrowings and pres- 


` by equity sales rather than borrow 








trade.issues is now one of the key issues 
we.are facing.” 
The package: will also deal with the 
sudden. burst- of liquidity brought on by 
the trade surplus. Many of the measures 
announced. are reiterations of. earlier 
recommendations, but their timing and 
the determined way in which they were 
announced — just ahead of a scheduled 
visit-of US Secretary of Commerce Mal- 
colm Baldrige — are significant. 
Kim and other officials have stressed 
both directly.and indirectly that they are 
hoping to avoid the pitfalls of growing 
surpluses that are afflicting their neigh- 
bours, Japan and Taiwan —- particularly 
Japan's trade confrontation with the 
US, and Taiwan's difficulty in managing 
its reserves. 

South Korea’s heavy overseas debts, 
which it has started.to repay with its 
surpluses (REVIEW, 9 Apr.), are some- 

































thing that Japan and Taiwan have: 
had to deal with, however. The t 
package seeks to continue repayme 
as earlier planned. 

The package calls for the country’s. 
current-account surplus, which bounde: 
ed to US$2.1 billion in the first 
quarter, to be held at US$5 billion im” 
1987 by encouraging imports through 
investments by South Korean cc 













































grammes. The continuing import 
liberalisation programme will be 
speeded up, with. the. next group 
items to be announced in July. Byr 
ducing its financial support om export” 
financing, particularly fo the US, th 
government. hopes to slow 
growth. The plan also calls for f 
exchange. regulations to be “subst 
tially relaxed.” Details are. expected 
be announced shortly. aa 
The decision to encourage imports 
through investinent represent 
to a moratorium on foreign-exchan: 
borrowing introduced at the end of tast 





rective, companies will be allowed. 
borrow foreign exchange onshore. fi 
use in importing production fa 
ties. i 
This could bring in US$2 
worth of imports this year, accord 
Economie Planning Board (EPB) pro- 
jections. At the same time, the current 












sure on companies to raise new capit 








all aimed at reducing liquidity will 
maintained, 
The government has earmarked 
to US$3 billion: in foreign, excha 
from. its current-account surplu 
lending to companies this year. OF 
say that the slowly appreciating wo 
mean that foreign-exchange borrow! 
will-be cheap, yet banks are not perm 
ted to offer at less than 1.4 points over 
the Londen inter-bank offered mate. 
(Libor). This is uncompetitive co 
pared with ‘the. 0.2-3 points borrowe 
can get overseas or the 0.625 of a poimi 
over Libor that blue-chip borrowers 
were able to get before the announces 
ment. 
Seoul seems to be approaching. the 
problem from almostevery angle exce 
the one that the US Treasury has 
calling for — a revaluation of the 
against the US dollar. Before he 
Washington, Baldrige re-emphasised” 
the need for a realignment of the two 
currencies. 
South Korean off 













































ave takona 












-bureaucratese. Aware of strong local 
feelings on. the contentious currency 
ue, Baldrige commented after his 
talks in Seoul: “We do not want to 
ye seen as interfering .. . but perhaps 
“of the problem. is im currency 
lu es.” uh 
- Baldrige hailed the new package of 
measures as “a very important step, that 
hows. an understanding of the fact that 
his country cannot. grow: by exports 
lone: He added, however: “Like most 
ans the success will ‘lie in the cim- 
ementation, which we will be watch- 
ing carefully.” Baldrige; who projected 
that the US would have a US$10-12 bil- 
lion deficit in bilateral trade with South 
Korea in 1987, was at pains to avoid 
_ confrontation, while saying that he was 
ooking for quick results on the South 
Korean side in rectifying the problem if 
rotectionist sentiment in Washington 
is tobe contained. 






























jaldrige’s visit ended with a num- 
ber of agreements, which included 
uth Korean concessions to speed up 
ralisation.of computer imports from 
and a US:pledge not.to restrict im- 
of South Korean. cars, semi-con- 
as long as 
y do not violate existing trade laws. 
eoul agreed to ease local-content re- 
trictions in certain. industries to help 
JS machinery imports. The US made 
“moprogress in opening up the South 
Korean market further to agricultural 

rts or foreign: advertising com- 


Idrige was not impressed with the 
the import liberalisation. program- 
ne had been implemented so far. Com- 
lenting On a recent newspaper report 
vhich announced that wine. imports 
ould soon be liberalised — but would 
ry a 100% duty, he joked: “That 
_ gives: me adry throat.” He saidit was a 
airly typicalexample of “Korean prac- 

sS the US objects'to.” © j 
rovernment. officials in Seoul have 
come more'candid about criticisms of 
import liberalisation. programme, 
they have often held up as an 
‘ample of their good faith in trade mat- 
ts. As one high-ranking economic of- 
explained: “If -youtalk to South 
reansin and out of government, 90% 
f-tell you import liberalisation is 
ng; half of the.job is convincing 
em this ig riot the.case.” Proponents of 
mport liberalisation tend to be US-edu- 
ated technocrats in. charge of negotia- 
jons with the US who are open to criti- 
ism from economic nationalists.. For 
xample, the bureaw.in the EPB cón- 
ned with these matters is:informally 
nown by others. in the ministry as the 

JS trade office.” PR 









































policy on the won remains-cloaked in 








By Cari Goldstein in Taipei 


he latest round of trade talks be- 

tween the US and Taiwan ended in 
Washington on 16 April with Taipei 
agreeing to wide-ranging tariff cuts. 
Together with new progress on opening 
the Taiwan market for US insurance 
firms in separate negotiations in Taipei, 
the outcome promised the Taiwan Gov- 
ernment some respite from the heavy 
pressure coming out of Washington to 
lower trade barriers. 

Taipei agreed to tariff cuts of 50% 
and more on 62 agricultural and indus- 
trial products which US negotiators said 
offered considerable export potential 
for US farmers and manufacturers. The 
concessions left only four agricultural 
products, including beef and potatoes, 
on which the Taiwan side refused to cut 
duties. for fear of damaging domestic 
farm interests. 

A 16 April statement issued by the 
American Institute in Taiwan (AIT), 
which represents US interests in the ab- 
sence of diplomatic ties, said AIT “wel- 
comed these significant steps which 
demonstrate Taiwan’s commitment to 
enhance US export opportunities in its 
market.” 


Tariff cuts and insurance talks ease US pressure 



















Taiwan’s Executive Yuan, or 
cabinet, also announced cuts ranging 
from 20-50% on 800 other products 
on 16 April, effective on 18 April. The 
cuts would affect textile products, foot- 
wear, umbrellas, and certain luxury 
goods, among other items. Finance 
Ministry officials said in addition that a 
further. round of deep cuts. would be 
finalised within the next three months. 

Taipei’s concessions on tariffs, which 
have long been a major point of conflict 
between the. two countries, indicated 
the authorities here were beginning to 
come to grips with the economic and po- 
litical threat to Taiwan of protectionist 
pressures in the US: The issue has no’ 
been completely defused, however. 

US officials ‘have made clear. their: 
determination. to. continue: pressing 
Taipei to lower the top tariff rate, cur- 
rently 57.5%, and to bring average 
levels down substantially.. A Finance 
Ministry official said the most recent 
cuts would bring Taiwan’s average rate 
down to 7%, compared to 3.7% for the 


US. But US officials point out that 


the: high marginal rates effective- 
ly exclude many US ‘products, which 











By Frances Williams in Geneva 


A decision by the governing council.of 
the General Agreement on Tariffs 
and Trade (Gatt) to investigate whether 
the US-Japan semiconductor pact com- 
| plies with international fair trade rules 
has come too late to head off a new esca- 
lation of the bitter row between the two 
signatories and between Japan and the 
EC. But in’ the longer run, the decision 
may turn out to be of far-reaching sig- 
nificance for the world-trading system. 
For the first time a “voluntary” 
agreement between two countries is to 
be the subject of international arbitra- 
tion by Gatt. Such bilateral deals — vol- 
untary export restraints, market-shar- 
ing arrangements and so on — have pro- 
liferated in recent years as countries 
have sought to circumvent Gatt rules 
which forbid discriminatory trade 
policies. The latest Gatt count. noted 
about 120 of these “grey-area”. mea- 
sures, especially in sectors such as steel, 
domestic electronics, motor vehicles 










and machine tools. Ironically, the EC, 


complaint, is the main culprit with 53 ac- 
cords. The US has 27 and Japan 23. 
Gatt officials have been itching for 


Skirmishes in Europe | 


Gatt launches an investigation into US-Japan pact 





the instigator of the semiconductor | 





the opportunity to tackle the whole 
issue of “grey-area” measures’ which 
they: believe are clearly illegal under 
Gatt rules. But the panet procedure en 
only be invoked if t 

Because both parties in bilateral ar- 
rangements normally gain some benefit 
from them — reduced imports on the 
one side, guaranteed market share and 
often higher prices on the other — 


“neither has cause to come to Gatt. 


Now, however, the EC is charging 
that the semiconductor pact infringes its 
rights under the Gatt treaty. Its com- 
plaint centres on. provisions which re- 

uire Tokyos Ministry of International 

[rade and Industry to monitor selling 
prices of Japanese microchips in third- 
country markets. “We cannot accept 
microchip prices being arbitrarily fixed 
by the US and Japan,” says Willy de 


















| Clercq, the EC’s commissioner for 


foreign affairs. 













ere is a complaint. 



















apid growth of tl 
tween the two countries — 
ich amounted to US$13.6 billion in 
|. 1986 (against US$10 billion the year be- 
_ fore) and US$3.6 billion in the first 
quarter of this year (up from US$2.8 bil- 
lion a year earlier) — has seriously 
| strained ‘bilateral relations and made 
| Taiwan a prime target of protectionist 
tade bills currently moving through the 



















measure would target high- 
lus nations, including Japan and 
for retaliatory tariffs and 
unless they reduced their surplus 
| in trade with the US by 10% a year. 
| Congressman Richard Gephardt, the 
amendment’s sponsor, recently claimed 
his proposal had enough votes to pass 
the House. 














nother. bill would attempt to pre- 

_ US. trading partners from 

__ \aintaining their currencies at artificially 

“low levels to promote exports — a 

charge to which Taiwan remains vulner- 

able, despite the NT dollar's 5% rise 

against the US dollar since the begin- 

ning of the year, and a 17% increase 
since September 1985. 

Both US and Taiwan negotiators in 
the trade talks just completed: denied 
that exchange rates had been on the 
agenda. But financial authorities in 
Taipei demonstrated their implicit com- 












` turers preferential access 
over other foreign firms to 
the Japanese market. 
Naturally, Japan and 
the US have staunchly de- 
nied that the semiconduc- 
tor deal affects anybody ex- 
| cept themselves. While re- 
 tuctantly consenting to the 
establishment of the Gatt 
anel in mid-April, they 
..- ontinued to insist that the $ 
EC's complaints were |g 
. groundless, and that the 
provisions of the accord 
were. simply designed to 
revent “dumping” (sell- 
ing below cost) and in- 
































De Clercq: misgiving. 





m fy preciation of the 
currency by reducing central bank inter- 
vention on the local foreign-exchange 
market, thus dramatically speeding the 
NT dollar's rise during the week of the 
talks to NT$33.67:US$1 on 20 April. 

At the insurance talks in Taipei 
which ended-on 17 April, the hosts 
promised to allow in four new US insur- 
ance companies’a year (two life-insur- 
ance and two property-insurance firms) 
and to grant them equal market access 
compared to local firms. Five US com- 
panies are already in Taipei, including 
three that were given licences. at the be- 
ginning of the year. Up until then, 
foreign companies had been limited to 
writing policies for US citizens or wholly 
US-owned firms; this year, this was 
widened to include joint ventures. 

A source close to the US side of the 

















| talks said further discussions would be 


held on the remaining points of dis- 
agreement, including Taipei’s refusal to 
allow US firms to set up subsidiaries, 
rather than branch offices, and the limi- 
tation on a single office in Taipei. The 
Finance Ministry is reportedly con- 
cerned that subsidiaries of foreign com- 
panies would be considered legally 
separate from their parent: companies 
for liability purposes: Also, Taiwan has 
maintained a ban on the-establishment 
of new domestic insurance companies 


“since one firm went bankrupt in the 
1960s. 


anti-dumping investigation 
into computer printers. 
where Japan’s share of the 
European market is esti- 
mated at about US$1 bil- 
om > 
All these investiga- 
tions come at a time when 
the future of the US-Ja- 


panese Government does 
‘| not want to aggravate 





crease foreign chip sales to Japan. This 
has convinced neither the community 
nor many other Gatt members who 
share Europe’s misgivings. 

The panel, which will probably be 
composed of three expert members cho- 
sen from countries not involved in the 
dispute, is likely to take several months 
to complete its work and come up with 
recommendations to the 92-member 
world trade body. 

In the meantime, the EC is sepa- 
rately pursuing several investigations of 
possible dumping by Japan of electronic 
goods. In April, the European Commis- 
sion announced an inquiry into pricing 







of certain computer memory chips and 
recently it launched its biggest-ever 











legal,” says one Gatt 


+ mounting anti-Japan senti- 
ment inthe US, ially in the run-up 
to Prime Minister Yasuhiro Nakasone’s 
visit to Washington this month. 
Much more significant is Japan’s de- 
cision, notified to the Gatt council in 
mid-April, to lodge a formal complaint 
with Gatt. In this way, Japan may hope 
to muster international support against 
the US action, which it says is.a clear 
violation of Gatt rules forbidding selec- 
tive action against individual coun- 
tries. 
The feeling in Geneva is that the Ja- 
panese have a‘strong case. “It’s hard to 
see how discriminatory. retaliation 
against non-compliance with an illegal 
bilateral deal can be anything but il- 
insider. o 
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POLICIES 
Refining t 
fine print 


Pakistan and the World Bank 
solve a loan problem quietly 
















By Lincoln Kaye in isiamabad 


akistan and its aid donors have 

backed off from a confrontation. 
over the country’s non-compliance’ 
local-project funding and subsidy eli 
nation requirements accompanying | 
World Bank agricultural and power se 
tor credits. Since the bank sets the ton 
for negotiations with other bilater: 
multilateral aid donors, the impasse had 
ramifications beyond the loan agree- 
ments under discussion. 
The most immediate irritant to rely 
tions between Islamabad and the Wr 
Bank was the:delay in committing 
second tranche, due in January, of 
US$170 million credit to the po i 
tor. Off the record, donor offic y 
the wrangle involved the failure’ of 
Pakistan’s Water and Power Develop- 
ment Authority (Wapda) to. fund a 
much of its own modernisation pro: 
gramme as it had promised to do when: 
the loan was signed in 1982. Ne 
tions for a new agricultural credit pp 
age worth about US$150 millic 
also stalled be 
yet managed to 
sidies and pass alon 
nance costs to -water-users, as. pr 
in earlier loan agreements. 
In face-saving solutions, World. 
Bank officials publicly ascribed the 
Wapda impasse to a temporary slow- 
down in credit absorption, The condi+ 
tions on fertiliser and tubewells were. 
simply redefined so that they would ap- 
pear to have been substantially met. 
The second tranche of the US$170 
lion loan was freed and the agricii 
credit negotiations got moving 

World Bank chiefof mission 
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first tranche, so the question of dist 
ing the second could not even arise Al 
though officially designated as a seco 
toral loan, the credit was earmarked for. 
a handful of clearly spelled-out projects. 
So delays in drawing down funds cannot 
be blamed on vagueness in the agreement.” 
Aid-donor officials privately cons. 
cede, though, that the issue was not 
uite so simple. In the 1982 loan talks. 
apda committed itself to financing on. 
its own 40% of a three-year modernisa: 
tion programme: Not ofly has this 
timetable lagged, but the self-funded 
proportion. ust 20% of the set level 
in the first-year and 36% inthe second: 
At least the d is right, notes 






































p is narrowing between Wapda’s ac 

ial and targeted investment levels, 
Pakistan deserves. foreign-aid support. 

je same goes for the agricultural cred- 
it, the official adds. Admittedly, Pakis- 
n has fallen short of negotiated condi- 
tions, but there has been enough pro- 
gress on elimination of all fertiliser 
subsidies and self-financing of ope- 
rating and maintenance costs for bank- 
ded tube .wells to` warrant go- 
1g ahead with the new: US$150-mil- 
fontoan. eooo 

For instance, the official says, helped 
by worldwide price declines, subsidies 
on nitrogen-based fertilisers have been 
virtually eliminated. Moreover, Pakis- 
tan's “green revolution” takes prece- 
dence over eliminating subsidies: previ- 

































“price rises 
EREN levels. } i 
Critics contend that. this kind of sal- 
vaging becomes inevitable when credit 
agreements are disingenuously entered 
into in the first place by what Mubashir 
Hasan, a former minister of finance, 
economic affairs and planning, de- 
scribes as two dishonest parties. The 
donors, he charges, fob off overpriced 
junk and second-rate expertise on con- 
ditional aid, and the Pakistanis, bar- 
gaining from a position of weakness, 
agree to things they know they will be 
unable to deliver. 

The latest contretemps, he feels, rep- 
resents a hangover from Pakistan’s aid 
binge after the ouster of former prime 
minister Zulfikar Ali Bhutto. 





and technocrats in Islamabad have sub- | 
scribed to the same macro-economic 
gospel of cost-based pricing, elimina- 
tion of subsidies, privatisation and capi- 
tal investment for modernisation. 

But the consensus for supply-side 
economic “rationality” is by no means.” 
unanimous in the present government. 
Especially since the restoration of par- 
liamentary elections in 1985, Pakistani ` 
politicians can be reluctant to introduce 
unpopular price increases. So. even 
though the donors are telling the tech- 
nocrats what they want to hear, Is- 
lamabad’s planners cannot appear to be 
listening too closely. “We are staying in 
the background on this,” says an official 
about wrangles on loan conditions. 
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PHILIPPINES! 





































ith interest rates at historically low 
vels and consumer prices still fol- 
ing a deflationary trend, Philippine 
jovernment and business. leaders are 
coming increasingly convinced that 
e economic growth target of 6.2% this 
ill be met. ae 
ever, much of the growth. so far 
as been due to increased government 
spending in rural infrastructure projects 
and in housing activity. A. major factor 
jas. also been the steady price of coconut 
products, upon which one-third of the 
country’s population of 54 million de- 
pends, directly and indirectly. With 
e price farmers receive for copra 
d coconut meat) steady at PS (24 


-The potential impact of a drought 
trently hitting crops in a large area of 
„country, however, clouds the hori- 
gon. By the first week of April, the 
drought had already destroyed 111,200 
a and 71,000 tonnes of various farm 
oduce, according to: agriculture offi- 
ls. A major coconut-producing area, 
e Bicol region, is expected to see out- 
put fall-by 25% if. the dry spell con- 
nues, The government has been seed- 
ing clouds to induce.rain in affected 
areas. 
In recent months private investment 
has remained -largely tentative, with 
much of the new capital placed going 
nto retail. trade operations and real es- 
tate. Although: workers.continue to be 
‘yestive, there are. fewer industries re- 
renching. 
The unemployment rate, which went 
high as.12% of. the national labour 
arcen 1985, should be reduced this 
the economic recovery is sus- 
In the first two months, 106 es- 


A sense of buoyancy 


STABLE PRICES 


Philippines inflation, 1986-87 
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Source: National Economic and Development Authority. 








tablishments laid off 5,619 workers (out 
of a total labour force of 22 million), 
compared to 164 firms and 7,869 work- 
ers in the same period in 1986. 

Records at the Securities and Ex- 
change Commission indicate that de- 
spite an increase in the number of new 
businesses set up in the first two months 
of this year, initial ae capital in 
these new ventures had actually gone 
down by more than half. But there were 
encouraging increases in reinvested 
earnings and in additional capital in 
existing firms. 

Economists are not bothered by the 
low level of investment. They say that 
much of the industrial capacity idled 
during the recession of 1983-85 has yet 
to be activated again, so there.is.no 
great need for new investment in capital 
goods. Business leaders, on the. othet 
hand, say that with domestic demand up 
by 20-30%, operating capacity had 








REVIEWDIAGRAM by Ricky bhi 





grown to about 50-60%, compared to 
only about 40% two years ago. 
Increased sales have been: noted in: 
18 of 21 key industries monitored by the 
Philippine Chamber of Commerce and 
Industries. The sales growth was led by 


| garments, which posted a 36% rise in 
| turnover: in, 1986; iron and. steel, 34%, 


and electronics, 31%. Substantial in- 
creases. were also reported in pulp and 
paper, furniture and wood-based 
goods, cement, pharmaceuticals and 
consumer non-durables. ots 
The impact of the government's 
pump-priming programme. was. felt 


“most in the cement industry. With de- 


mand going up by 30%, the 13 operating 
cement plants have been unable to cope 
despite operating at about 90% of capa- 
city. Plans to reopen five idle plants 
were being rushed in mid-April, though 
the government has arranged to import 
the commodity. from Indonesia to sus 
tain the continuing construction boom, 

Consumer prices continued to stay 
lower than year-before levels. There 
was a deflation of 0.59% on average in 
the first quarter of 1987. The inflation 
rate in the full-year 1986 was 0.8%, 
compared to 50.3% in 1984 and 23.1% 
in 1985. For the. whole of 1987.(and 
given the two elections scheduled for 
the year); an inflation. rate of 5% is pro- 
jected. gio 

Among those most optimistic about 
the prospects of the Philippine economy 
this year. is economist Bernardo- Vil- 
legas,- senior: vice-president at the 
Centre for Research.and Communica- 
tion. Villegas said that with government 
allowing more “private enterprise,” the 
resulting buoyant mood.could lead to an 
overall economic growth of up to.6.8% 
this year. He says that this growth would 
be hinged more on domestic demand, 
rather. than on exports, which many be- 
lieve would fuel local productive indus- | 
tries. 7 Jose Galang. 
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Its been pointed out that as one of the largest We expect this year to be just as bi 
merchant banking groups in the region, we weren't saying rewarding. 
much about our achievements in 1986. We plead guilty. 
We were so busy achieving, we had no time to talk 
about it. 

So for the record, it was a very good year. A year 
in which we continued to lead the way in Negotiable 
Debt Instrument Issues, Project Financing, Swaps and 
Syndicated Loans. 70 COUNTRIES WORLDWIDE ASSETS HKS 750 BILLION 


So ifu e can he Lp yOu Puta de Ai Into a 
f T- r 
contact Atul Patel or Howard Davidson on Hone K 
5-201181. That's the kind of talk we always have tin 








WHO WENT FROM MINI TECHNOLOGY TO MICRO TECHNOLO. 





CPO. BOK 2010 SEOUL. KOREN 
TELEX: DAEWOO K23341 ~4 


W JUST 20 YEARS? DAEWOO THATS WHO! 


In 1967 when the mini was big, Daewoo humbly began its information transmitting microchips, from aerospace and automotives 
operations with a small investment in the garment business. to VCRs. By constantly expanding its range of expertise, Daewoo 
aa a lise ee a ale ella moa een ieee ha e aa 
diversified and suppliers, producing 
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„Japan's financial, economic and industrial well 
being. 






















Act Now And Begin Reaping The Benefits... 
Don’t delay! No other publication of any kind 
can match the scope and depth of information 
you'll get in every issue of the JAPAN FINAN- 
CIAL REPORT. Do it now while you are think- 
ing about it. To subscribe simply complete the 
special trial subscription order form and return 
it with the indicated amount. 


APAN FINANCIAL REPORT is designed to 
help you by providing vital information you 
‘need which in the short term might save you 
time, energy and money, and in the long term 
1elp in strengthening your Japanese business 
ctivities. 


hould the JAPAN FINANCIAL REPORT fail for 
any reason to live up to your expectations you 
may stop your subscription at any time. We'll 
promptly refund the unused. portion of your 
subscription payment. So you see you have 
*verything to gain and nothing to lose. 
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REPORT 


Published Fortnightly ... 


The Most Authoritative Newsletter Of Its Kind... 


We take great pleasure in introducing the JAPAN FINANCIAL 
REPORT, a fortnightly newsletter written and edited by Richard 
Hanson and distributed and marketed world-wide by the Far 
Eastern Economic Review, Asia's leading business/news 
magazine. 


Rushed to you anywhere in the world by jet speed, JAPAN . 
FINANCIAL REPORT has become a principal source of inside 

information on Japanese banking, business and finance for people 
with a need to know. 


Hanson Uniquely Qualified... 


Hanson a long time resident of Japan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
frequent appearance of his articles in the Far Eastern Economic Review, 
e Financial Times and The Times of London among other prestigious journals. 


nder his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 
hi h can help you chart a safe course through the labyrinth of Japan’s financial world and at the 
me time provide you with an unparallelled insight into the workings and thought process of the 
japanese Ministry of Finance and the Bank of Japan, Japan's central bank. 


or Bankers, Brokers, Corporate Treasurers etc... 
Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep 


you abreast and, in many cases, ahead of rapidly changing events which can and often do affect 
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t Prince Rupert 


Fara and all 
western U.S. ports 


through our U.S. 
subsidiary, the 








connections to Canadian desti- For more information contact: 
major 
312B, Kasumigaseki Building 
chome, Chiyoda Ku 


More convenient access to all of Canada. i 


Shipping your goods to Canada 
nations with most railroads 
in the U.S., via our Grand Trunk 
Room 
2-5 Kasumigaseki 3- 
(100) 
Tel. (03) 581-9125/7 Telex: 2225030 


via Canadian National Railways 
makes a lot of sense. For a lot 
of reasons. And you need only affiliate. 
deal with one company, CN. Canadian National gives you 
CN services every major a wider choice of options than 
Canadian port—Prince Rupert, any other North American rail 
Vancouver, Halifax, Saint John network. And our world- bn TO 
and Montreal, with direct ship-to- renowned, sophisticated Room 1026, Prince's Building Central 
rail service at all these ports. computer system, accessible Hong Kong 
Through east and west coast through TELEX worldwide, Tel. 05-247 481 Telex: 75637 
Canadian ports, your containers as well as TWX in the U.S., Peter S. Murray 
are loaded onto CN’s dedicated, can trace your shipment at any System Sales Manager, 
daily and reliable container time, in next to no time. Conventional & Far East 
trains, then speeded to Canada’s These, plus many more Pes o iii 
key central markets. innovations, are part of our Montreal, Quebec, Canada H3B 2M9 
On the West coast, commitment to giving you the Tel. (514) 399-6740 Telex: 05-25256 
i edge when it comes to getting 
your shipments into and across CN 
Canadian National Railways 


Vancouver's wide variety of 
specialized commodity terminals 
ensure that your shipment is 
handled properly. And promptly. 
Through U.S. west coast 


Canada. And dealing with us 
alone, makes the whole opera- 
tion a lot more convenient. 
Put us to the test soon. 


Responding to the Challenge 


Liverpool, Glasgow, Hamburg, Antwerp, Paris, as well as agencies throughout the world. 


ports, we provide unrivalled 
CN international offices include: Tokyo, Hong Kong, Vancouver, Montreal, Halifax, San Francisco, Chicago, New York, London 


Service with a smile. 
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By Anwar Nasir in Jakarta a 
TY Palapa_B-2 satellite which was 
launched into an errant orbit in Feb- 
ruary 1984 and retrieved: by the US 
space shuttle nine months later has been 
_sold to a private company with strong. 
Indonesian links, which now intends to. 
sell the prodigal bird back to the In- 
donesian Government. Announced by 
the government in early April, the sale 
“involves an Indonesian group control- 
led by the family of President Suharto, 























on Palapa -B-2 as the middleman in the 
eal... 
: though the. Indonesian Govern- 
| has declined to disclose the name 
“Ot the buying company and the amount 
it is paying for the telecommunications 
satellite, the sale in September to 
California-based Sattel Technology Inc... 
was confirmed by Merritt Holdings, 
leader of the underwriting group for in 
_surer Lloyd’s of London, which became 
: the owners of the satellite when it ended 
up in a useless orbit because of a launch’ 
malfunction. aa s 
The Merritt-led group is to receive a 
reported US$18 million in the deal, with: 
payment by means of three letters -of 
credit, two of which have already been 
paid, according to Merritt. The. sale 
took place after the insurers compen- 
sated Perumtel, the state-owned In 
donesian telecommunications company 
which sat owe owned the satellite, 
US$75 million for the satellite loss... 
Merritt sold Palapa B-2 toa US com- 
pany to avoid the necessity otherwise of 
obtaining US State Department ap- 
roval of the sale, a Merritt official told 
1e: REVIEW. Sattel, a Van Nuys, 
California .telecommunications manu- 
facturer, has tied up- with Elektrindo 
Nusantara (EN), part of the giant 
Jakarta-based Bimantara group. con- 
trolled by Bambang. Trihatmodjo, the 
second son of Suharto. Sattel president 
George Weischadle, until recently 
head of the Jakarta office. of Hughes 
Aircraft Systems International, the 
manufacturer of Indonesia’s Palapa 
satellites, termed the relationship with’ 
their Indonesian associate as “tenu- 
ous,” but in Jakarta the feeling is the 
two are closely linked, and-that EN 
stands to make a sizeable profit in the re- 
sale of the satellite. 

Controversy. over the deal stems 
from the lucrative middieman role of 
Sattel, which appears to have purchased 
Palapa B-2 with the resale to Perumtel 
prearranged. Weischadle was quoted in. 
Aviation. Week and Space Technology 
just after Sattel bought the satellite as 

















ctions 


Indonesia buys backa satellite from.a lucky middleman | 





which stands to make a handsome profit. | 











donesian Government. Weischadle told 
the REVIEW that Sattel is a wholly 
California-owned company, but allega- 
tions have been cast-in Jakarta that re- 
presented in Sattel’s corporate structure. 
are not only Bimantara but an official of 
-Perumtel. (Neither Perumtel nor. the 
‘management ofthe Bimantara group 
would’ respond. to inquiries on the 
“topic.) Given the close connections of 
Bimantara to Suharto and Peruimtel, it 
is thought almost certain that Sattel had 
been given assurances by the govern- 





























An early Palapa: to be replaced. | 


ment that it would buy the satellite from 


the private company. l | 
attel has offered Palapa B-2 to the 

| 

| 

| 





Soe for» US$?72. million, 
which includes launching costs. Sattel’s 
profit in. the deal. is unclear due to the 
uncertainty of who will launch the satel- 
lite, if the government decides. to go 
ahead with the deal. The rescue agree- 
ment with Nasa specified that Palapa B- 
2 would be relaunched on the shuttle. at 
the then-current price of about US$10 
million. But it is unlikely that Nasa can 
stand by that agreement. 

The loss of the space shuttle Chal- 
lengerin a launch. explosion has forced a 
halt in the space shuttle programme and 
a rescheduling of planned ‘future mis- 
sions when the programme resumes 
with a reduced number’ of vehicles. 
Many of the space shuttle’s customers 
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„saying they intended to sellit to the In- || 


have been forced to turn to Europe’s 





| Indonesians have been looking int 
| ternate methods of launching the sate 
lite, including the European Arian 


Ariane roc 
China’s Long March 3 
vices. Indonesian officials involved mm 
the deal themselves see Nasa’s earlier 
agreement as binding. 
In the event that Nasa stands by ieo 
original agreement and launches the 
satellite for US$10 million, Sattel would 
make a very hefty profit indeed. Th 
timated costs to Sattel would be 

























a total of US$48 an 
financing costs. Given t 

fering to.sell the satellite 
US$72 million, Sattel’s profite 
to be US$24: million — a pro 
of 50%. 
Both Bimantara and, the Ind 

















is a fair price for Palapa B-2,.and 
indeed be, given that a new satellite < 
the same specifications would cost mo 
than twice as much: Indonesia needs 

satellite to replace Palapa B-1, one « 
two Indonesian satellites now in orbi 
which is due. togo out of operation i 




















arrangis 
launches using Nasa facilities. But du 
to the uncertainty of a Nasa launch. 















programme. 
More likely: if 
possible,- is the choice 










| the Chinese. Long March 


Houston, Texas-based ca p 
Terasat Inc., originally planned to 
chase Palapa B-2 and another ides 













proven Chinese launch vehicl 
Terasat ultimately dost ou 

the Indonesian satellite, it di 
the other and has arranged» 


some 10-15%: below that of Ariane and 
Nasa’s space shuttle, and include incens | 
tives such asa free second launch-in the. 
case of a failure by the launch vehicle in 
the initial attempt, and discount insur: 
ance covetage-up to US$60 million. Satt 
may decide to use the Chinese option 
ironic in view of the cool relationship: 
between Jakarta. and Peking — butap’ 
cialists in Jakarta warn that Sattel 
almost certainly raise the price 
launching costs. cut too 
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Ti Japan is treating its 
- economic- problems 
| with: Washington — 
"w.  sparked:off in March 
menat by President Ronald 
Reagan's: announce- 
A ea ment of sanctions on 
ED Bie. US$300 million worth 
of electronics exports — as a major chal- 
lenge to the ingenuity of its economic 
diplomacy, and as a development which 
uld quite possibly lead on to full-scale 
ade war. z 
But. doubts remain ‘as, to whether 
even.the experience, of having 100% 
duties applied to some of its exports will 
shock -< Prime’ Minister Yasuhiro _, 
's government: into making 
nges that appear:so 
conomic system. 

















cabinet adviser on foreign affairs, claim 
to-see the sanctions issue ‘as a germ 
hich could inflame the entire US- 
Japan trade. relationship and perhaps 
read from. there to other sensitive: 
as’ such as. the top-heavy trade’ re- 
tionship with Europe.. os 
‘Rather: than. barter threats. with, 
on over microchips, Kunihiro 
ys “itis important for Japan to remain 
ccoohas possible” during the series of 
‘changes with US leaders that will cul--) 
inaté at ‘the: end of »April with 
\kasone’s visit to Washington for talks 
Reagan. Yet Kunihiro’and other}: 
Japanese officials deny that there is 
nything basically wrong with thej. 
olicies Japan has been following up to 
ow, or that Japan has dragged its feet 
esponse to US demands for more ac- 
ind open management of the econ-” 
“Our: economic performance. in 
when the external sector°of the 
omy recorded negative growth for 
e first time in-six- years while the 
mestic economy grew quite strongly, 
jows that we are on the right track,” he 




































ys. a . 
_ Japan’s fears about the wider impli-' 
ions of trade war, or at least trade 
skirmishing; with the US do not yet ex- 
tend tothe notion that the whole trans- 
Pacific: relationship could be under- | 
ined: The two countries- mutual de=. 
pendence on each other for security — 
here the US:holds a nuclear: 
Japan but, in turn; depends on J 












` Seventh Fleet in the Northwest. Pacific 


“could: be shaken severely in the next 


40° 


through the US Congress. Further de- 


ella | 


panese technology and on the defensive 
capacity of Japanese forces to supple- 
ment the offensive strength of the 


-— is probably greater now than ever be- 
fore for the very reasons that have made- 
Japan a formidable competitor to US in- 
dustry. : 
Yet; if the foundations remain firm, 
the superstructure of the relationship 


month or so. Japanese trade officials are 
acutely worried about the risk of dis- 





criminatory clauses being included in 
the 1987 trade bill now on its way 


"THE WIDENING GAP 


if bunal.” 













REVIEWDIAGRIAMS by Picky Hui 





Stabilisation of the yen, either by delib- 


“erate “talking down” of the dollar by US 


leaders or simply as a natural side effect 
of trade frictions, is also viewed with 
deepening alarm in Tokyo. 

Japan too often in the past has cried 
wolf about exchange-rate problems 
for. its current complaints about the 
high yen. to be listened to by foreign- 
ers without at least a trace of cyni- 
cism. But the slippage of the. dollar 
rate below ¥145:US$1 does seem to 
have produced a situation where the 
whole of Japanese industry could find 
itself permanently. weakened in’ both 
profits and growth potential, while 


‘the economy slows to a point where 





© The first part of this cover story 

— looking at the likely impact of ` 
today’s trade frictions on Japan's 
social make-up — appears on <- 
: pages 44-53. pri 


















_ microchips conflicts with its Gattobliga- 
» tions; Kunihiro sa’ 





unemployment rises out of control. 

The yen appreciation — rather than 
direct trade frictions — seems to have 
dealt the bigger blow to Japan’s seif- 
confidence over the past-few. months, 


forcing: the government to desperate, 


long-overdue attempts to-reflate: the 
economy. However, to most analysts in 
Tokyo, whether inside or outside the 
government, the high yen is itself evi- 


dence. of the depth and danger of the 


trade dispute with Washington. If the 


“US were not so-angry, the theory goer 


the yen would not have been pushed s 
high. Sa Pp o y BRER ia ! 

Faced with the risk of things moving 
out of control across a broad area of the 
economic relationship with the US, Ja- 


_ panese officials appear to feel that tran- 


quillisers combined with generous doses 
of common:sense aré’needed to soothe 
their Washington counterparts. The US 
must be made aware that its action over 


f this means 


summoning the efore a Gatt‘ 





At the:sa me Japan appa 
means to do its best to remove a number 
of irritants: which have nothing to do: 
with semiconductors (or with US sanc- 
tions). but which could conceivably tip 


‘the balance. against Tokyo. during con- 


gressional debate on the 1987 trade bill. 
Officials have been hinting that US (and 
European):demands for “free and fair” 
entry to the international telecommuni- | 
cations business will be listened to seri 
ously instead. of being dismissed out o 

hand, as seemed likely before the ad- 
vent of ‘sanctions. Another way to 
soothe Congress could be for Japanese 
Government agencies to stop bickering 
about the prices and delivery terms of 
US. supercomputers and to place a 
clutch of orders for the machines before’ 
Nakasone arrives in Washington on:29 
April. 










he. idea of trying to buy off congres 
sional resentment with.a handful of 


' computer orders may sound either chil- 


dish or unduly cynical, depending on 
one’s notion of how the Japanese ofti- 
cial mind works. But businessmen and 
officials who have been exposed during 
the past few months to the full force of 
the US . electronics’ industry's an- 
tagonism against Japan; say that feel- 
ings over: the supercomputer issue in 
fact run as-deep as ovi ther prob- 
r ilate tionship: 







































iting exclusive emphasi 



















g” to dominate the 
or supercomputers much 
dly conspired to take over 
uctor markets from the US in 
1970s. In order to fight this 
ion, the least Japan can do is to 
through some of the. red tape that 
far: prevented. a single govern- 
agency from placing an order fora 
US supercomputer. 
|. Letting in US companies on the bid- 
- ding forthe second phase of construc- 








` Japan is another move which could soft- 
|. en the mood of.Congress, Japanese of- 
- ficials believe. Foreign companies’ total 
_ exclusion from the first round of bidding 
(for the construction of an artificial is- 










mainland) has: been denounced as 
One of the most flagrant examples of in- 
equality in Japan’s two-way trade rela- 
| tions, given that Japanese contractors 

have swept the board in many overseas 


ance on bilateral trade rather than 
claiming, as so often in the past, that 
Washington should concentrate on the 
global: picture. But questions. of right. 
and wrong still. remain to be ‘settled. 
Conventional -economic thinking in 
Japan says the imbalance: would: be. a 
ood deal smaller if the US would put its 
iscal house in order, thereby lowering 
interest rates and controlling.the forces 
that are sucking in imports. : 

A minority group of economists:in 
Tokyo has taken a directly, contrary po- 
sition on this issue. According to Hisao 
Kanamori, chairman of the prestigious 
Japan. Economic Research- Institute 
(and one of the first men to correctly 
predict Japan's ultra-rapid economic 
growth. in the. 1960s), wrong-economic 
policies in Japan are mainly to blame to 
fuelling trade frictions. ih 

Kanamori says Japan-has been con- 
sistently getting its macroeconomiic-po- 


p 
‘the budget when 








‘groups rather than to foreigners when 





tion work at. Kansai airport in western’ 


| government’s excessive respect for the 


d bridge linking the airport:to | 





} byists in Nakasone’s own home prefec- 


- midst of its current recession... 





ought to hay 
stimulating domestic demand to reduce 
the economy's dependence on exports. 
Wrong advice from the four big organi- 
sations which act as spokesmen to the 
government for the business world has 
made. things worse, Kanamori says. He 
also believes that the Japanese Govern-., 
ment has fallen: far too much into the 
habit of listening to domestic pressure 









ernment’s Economic Planning Agence 
who now heads the Daiwa Securitie 
Research Institute, and Johson 
Takahashi, chief economis j 
subishi Research Insti 
member. of the sa 
Munemichi, Inoue, añ 
Marubeni- Corpas who has wri 
number of best-selling books on 
mic issues. 
Inoue places the blame for fealty 
economic policy making directly on | 
Nakasone and his circle of economi 
licy advisers:whoni he charact 
being either. amateur “media 
who have failed to grasp the real issues 
or former officials of the Bank of Japa 
(the.central bank), who err on th 
_of fiscal caution, Even the 
| Ministry, Inoue claims, has be 
of practising “do-it-yourself econ 
in its anxiety to hit. oma th 
<f could justify placing exclusi 
'# on “sound” finance at the e 
) other co! i 
















considering the cases: for and against 
liberalisation and modernisation. of the 



















domestic economy. 
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iberalisation of farm imports is long 
overdue but has been held up by the 

















domestic. farm lobby (including lob- 


ANATOMY OF THE | 
TRADE BALANCE § 


(Japan's surplus with US) 
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Hi-tech products Hg) Fuels 
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Source: US-Japan Business Cirio. 





covering”. natio 
budget deficit by the en 
Nakasone's. critics: both 
side the’ ruling Li 
Party have begu 
abandon this tar: 







ture of Gumma), Kanamori believes. 
Even. in the case of tax reform the | 
Nakasone cabinet-has “acted from.mis- 







placed political motives, rather than on 
the basis of economic common sense.” 
The’ government's- much-touted sales 
tax proposal forms. part of Nakasone’s 
programme for “settling post-war politi- 
cal. accounts” (.a.code expression for 
doing away with reforms introduced. by 
the US Occupation authorities), Froma 
purely economic viewpoint, a sales tax 
may be the last thing Japan needs in the 


does. about 


If critics like Kanamori and Ino 
are right in suggesting that Japan's 
structural surplus with the US ie more 
due to. distortions in the Jap: sys 
tem than to anything on the other side of 
the Pacific, US danations on electronics 
imports could just conceivably provide 
the shock needed to start setting thi 
right. The trouble about this opti 
view, however, is that.any changes in. 
the way Japan. does things could t 
years fo bring into effect, whereas a 
scale trade war 
out almost overnight..As with “real” 
wars, a trade war could teach Japan.and 
the US alot of useful lessons but, quite 
possibly, not. before both. side 
een devastated by the experien 











The view. that Japan. ought to be 









A deeper problem: page 72 
The gold factor: page72 
Drifting offshore: page 74 






















|For at least five years 
| before the watershed 
p ‘agreement On €x- 
A Ai. a change rates at New 
o meN York’s Plaza Hotel in 
September 1985, eco- 
nomists had been say- 
E g that the way to 
‘deal with Japan’s chronic trade surplus 
with the US was.to force up the value of 
the yen. They are now having to explain 
, instead of curing the disease, yen 
aluation, at least for the time being, 
ms to have made things worse. 
In terms of US. dollars, Japan sold 
more to the US in 1986 than in 
85, increasing its surplus to US$51.4 
ilion; 30.2% more than in 1985. 
Japan’s share of the global US deficit 
‘also rose last year, to 34.5% — the high- 
est level since 1982 when the two coun- 
ties went through their last serious bout 
of trade frictions. 
The yen-denominated trade figures 





ance showed a 13% fall in exports to 
the US during 1986 and a modest 7.7% 
decline in the overall trade imbalance 
¥8.7 trillion). However, Japan’s im- 
rts from the US fell by a thumping 
% to ¥4.9 trillion, so, even in yen 
terms, the US would seem to have no- 
thing in particular to be pleased about. 
e worsening of the -US-Japan 
trade picture suggested by these figures 
is, in some ways, less dramatic'than the 
hange in the trade balance with 
Europe. we surplus with ‘the 12 
: EEC member countries jumped to 
_ US$16.7 billion in 1986, more than 45% 
i on the level of the year before. But, 
whereas the. increased imbalance with 
Europe was due to sharply rising pe 
-ese exports, the 30% jump in the US de- 
-ficit with Japan ‘reflects ‘stagnation on 
both sides with a particularly poor per- 
formance by US exporters in the Japan- 
ese market. 
~ Leaving aside the freak impact of 
“gold, US exports of ail other ears to 
_ Japan may. actually have fallen in 1986 
from their pre-yen revaluation levels in 
1985. Even if this was notso, exports of 
manufactured goods, the sector over 
ich both sides seem particularly exer- 
ed, were up a marginal 5.2% (mea- 
ured in US-dollar terms), compared 
with a 43.5% leap in the EEC’s man- 
ufactured goods sales to Japan. — 
The depressing: performance of US 
food exports — due partly to low grain 
_ prices but also to Southeast Asian incur- 
_ sions into Japan’s markets for meat and 
fish —- was not the only danger signal in 
S trade officials seem 
tthis situation. ~ 
g point about the 
rts from the US, Euro 































blished by Japan’s Ministry of Fi- | 


and Southeast Asia (Japan’s main 





sources of manufactured goods im- 
ports) in 1986 is that the two latter re- 
gions enjoyed a boom in machinery 
sales to the Japanese market whereas 
US sales hardly rose at all. The boom in 
Southeast Asian exports to Japan re- 
flects what one source calls a “rush” by 
Japanese manufacturers to procure 
cheap components from the Asian 
newly industrialised countries (NICs) to 
offset the effects of the shift in exchange 
rates that was supposed to have helped 
US exports to Japan. 

Europe on the other hand made a 
killing in the Japanese car market, sell- 
ing twice as many BMWs, Mercedes 
Benz and other luxury cars as inthe pre- 
vious year and earning nearly US$1 bil- 
lion.as a result. The EEC also did well 
with luxury goods including clothes, 
leather goods and liquor — all products 
that Japanese trade officials claims the 
“US doesn’t seem to be able to offer.” 
The US failure to penetrate Japan’s 
machinery market in 1986 reflects the 


‘fact that Japanese companies were not 
HOLDING ON TO THE MARKET 


{Japanese vehicle pricing compared 














































gion dwarf those of EEC firms. 
Ay Teiioared US.. economist sug- 
gests that one reason why the US 
only shipped. 5% more. chemicals to 
Japan. in. 1986, whereas European 
chemical ‘shipments wére up 36%, is 
that big US chemical companies such as 
Dow Chemical and: Du Pont :find it 
easier to supply their Japanese custom- 
ers directly from their plants in Japan 
rather. than ship’ goods across the 
Pacific. The same point applies to the 
office equipment market where the US 
computer makers such as [BM and Bt: 
roughs all operate from inside Japa’ 
rather than..as importers. Reflecting © 
this, shipments into Japan of US-made. 
office equipment were up only 4.7% in 
1986 while European imports jumped 
46.6%. 
Flourishing investments in Japan by 
US microchip makers such as Texas In- 
struments (TI) are. yet another reason 


with exchange-rate movements) 
index of price 























Pricing as a % of 
exchange movement 
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' for other purposes, was also expected to 
_ provide a useful boost to imports. 














Te bright idea of a Ministry of Fi- 
nance (MoF) bureaucrat may have 
done more to make Japan’s trade fig- 
ures look good in 1986 than yen revalua- 
tion. At the beginning of last year, the 
ministry decided to cash in on the gold- 
buying mania that afflicts Japanese con- 
sumers by issuing a special ¥100,000 
coin commemorating the 60th anniver- 
sary of Emperor Hirohito’s reign. 
Ostensibly, the purpose of this exer- 
cise was to generate some modest rev- 
enue to help bridge the budget deficit. 
But the additional gold needed to pro- 
duce the coins, over and above the 200 
or so tonnes consumed yearly in Japan 


In the event the 10 million coins 
struck by the MoF used US$3.7 billion 
< worth of gold, considerably more than 


Salted statistics 





the total imported for all other purposes 
and enough to boost imports roughly 
three-fold over 1985 levels. By chance 
— or perhaps by good management — 
the ye ad the gold used og the ‘coins 
was s through the US, a coun 

which $ not normally a major gold 
supplier to Japan but which happened 
to have a major grouse about its bilat- 
eraltradedeficif, = 9 5 50 7 

Almost as important as the effect of 






































_ the MoF’s gold imports on Japan’s total 


trade balance and its balance with the 
US was the difference made by the 
scheme in. imports of “manufactured 
goods” — a category which includes 
gold because the raw metal is refined 
and turned into bars of various shapes 
and sizes before being shipped to Japan. 
Without. gold, purchases of foreign. 
manufactured products in 1986 we 














; yí le performance. ‘TI relies 
heavily. on- its Japanese plants. for 
supplies of the 256k DRAM chips that 
are the mainstay of the market for mass- 
produced computer memories. By 
doing so it may. actually have contri- 
buted to the tensions that sparked the 
US-Japan skirmish over semiconductors. 
If over-enthusiastic US manufactur- 
ing investment in Asia has undercut US 
| exports to Japan, the same thing may be 
about. to happen in reverse to Japan's 

| foreign trade — or so some experts be- 
“lieve. The rush to shift Japanese man- 
| ufacturing production offshore, which 
was one of.industry’s main initial re- 
sponses to the high yen, means that 
Japan should, in the long run, export 
less and import more. Unfortunately 
Tokyo-based economists do not seem to 
expect this to do much to help the US-— 
though it could see a shift in the US 
trade deficit from Japan towards the 
ian NICs. 
Most of the Japanese investment in | 


















‘Other raw materials 
Mineral fuels 














1985 level. 





THE IMPORT STAKES (who sold what fo Japan in 1986) 


+ “Southeast Asia includes South Korea, Taiwan and Hongkong. 
“Others include non-monetary gold. Gold imports from the US were US$2.7 billion, up 16, 706.8% from the 


Source: Ministry of Finance customs clearance statistics. 





US manufacturi 
since the yen rev: 
been designed to 


share for the investor in the face of 


quota restrictions rather than to replace 
imports (a typical instance is investment 
in the US motor industry which, accord- 
ing to no less an authority than the 
chairman of Nissan Motor Co., should 
not. mean any slackening of Japanese 
car.exports). As far as trade in the oppo- 
site direction is concerned, only a hand- 
ful of Japanese, companies (including, 
so far, Sony and Mazda Motor Corp.) 
seem. to have any idea of shipping back 
home goods made in the US... |. 

The. “bright” side of the US-Japan 
trade picture is that, evenif the high yen 
has had little effect so far, it may at last 
reach the point where some results be- 
come unavoidable. An exchange rate of 
¥£145:US$1 is the point, according to 
Munemichi Inoue, an economist. with 
Marubeni Corp., at .which. Japanese 
wage levels equal those of the US so 





















Southea 





have been up by 20.1% over 1985 levels: 
~~ not by any means a bad performance, 
but most of the growth would have been 
embarrassingly concentrated on im- 
ports from. Europe. The inclusion of- 
gold boosted the 1986 growth rate for 
“manufactured” imports to a handsome 
31.4%, to reach a record 41.8% of total 
imports. “Manufactured goods” im- 
ports from the. US, which would have 
risen by only 5.2% without the “gold 
factor,” turned out to be up by 23.9%, 

A snag about the MoF gold ploy is 
that the emperor’s 61st anniversary may 
not merit the same kind of celebration 
as his 60th. Gold imports during the past 
few months have, in fact, shown sharp 
falls, and. by June — the month when 
the heaviest gold imports occurred last 
year — the absence of a significant gold 
element could even drag down. the vol- 
ume and dollar value of total imports. 

-A second problem concerns the ori- 
gins of the MoF gold imports. Although 











most imports were shown as being ship- 
ped from the US, which is recorded as 
having achieved a 16,000% increase in 
its. gold exports. to Japan last year, the 
gold is thought to have been mined in 
South Africa and refined in Switzerland 
before being booked through US or 
European ports as an export to Japan. 
US figures. certainly suggest this is 


‘the case. While production of gold in 


the US last year rose strongly to 3.4 mil- 
lion oz; up 1 million oz from 1985 out- 
put, imports of refined: bullion more 


_than doubled from 6.4 million oz to 13.8 


million oz. This increase was curi 


Similar to the 7.5 million oz by which 


Japan’s imports of gold from the US in- 
creased last year. 

Japan may thus have done little or 
nothing to assist- the US economy. while 
channelling plenty of additional pur-. 


chasing power into a country which is 
Ppor ta be the object. of Western 


economic sanctions. . — Charles Smith 






















that, with the yen at 
dollar, it may actually have becor 
cheaper to make’ things in the Us, 
Against this, Inoue and -other 
economists note a number of factors. 

that could frustrate the benefits (to the’ 
US) of even a 140 exchange rate. : 
The tendency for small Japanese... 
companies to sell at any price, because | 
to do otherwise. would mean going outo 
of business inthe face of import compet: | 
‘hie out. 








































ition, is-one factor that is keer 
imports. However, this is poss 
such a significant factor as the tend: 
of importers and distributors to poc 

the profits that accrue from a cheap do 
lar, rather than passing them on in the 
form of lower prices. On the other side: 
of the account, Inoue notes an intense 
and growing “pressure to export” which 
partly reflects declining domestic de- 
mand in Japan itself, ironically a result 


of the high yen. 
Acs instance of “pressure tovex 
port” is the motor industry where 
prices in the US market have so far gone 
up by roughly. 15% though, in. yer 
terms, Japanese cars should be costing 
US consumers at least 50% more th: 
before revaluation. A US economist 
Tokyo says that the “voluntary quota 
which have limited Japanese:car s 
the US to.2.3 million units.a year for the 
past two years are to blame for the 
perate underpricing of cars bye 


































have its shipments cw 
ately-by the Minis | 
Trade and Industry (Miti) in: 
ing year. 

The losses that Japanese compar 
have been taking either to stay in export 
markets or. to keep imports out of Japan. 
have-been possible, in part, because of 
the profits accumulated | by many mdu 
tries during the three fat years b 
yen, revaluation when the econo 
grew strongly on the strength of export: 
to the US. Once these profits have been 
drained off companies may have io face | 
the realities of a new exchange rate and | 
make room for imports in the home | 
market. But. before that happens two. 
other developments are possible. 

One. scenario suggested by Johsen 
Takahashi, chief economist at Mit: 
subishi Research Institute, is that-ex- 
change-rate movements could become 
caught in a vicious circle with each up 
ward movement of the yen producing an 
additional increase in the dollar value of 
Japan's exports which in turn leads to 
further revaluation (and still more frust- 
ration .on..beth sides). The other 
scenario is that the US could simply run 
out of patience with, the exchange-rate 
mechanism and use cruder means. to 
correct. the imbalance with Japan. Many 
observers. in Tokyo feel that the second 
scenario is now becoming the real 

: ~~ Charles. 






















By Bruce Roscoe in Tokyo 
apanese ‘companies 
are’ taking. advantage 
f the yen's strength 
to relocate production 
bases’ and- financial 
services offshore and 
the US is claiming the 
DS lion’s share of this di- 
ct investment. “Although US states 
mpete fiercely to draw Japanese com- 
panies to their turf because of the prom- 
e of new jobs. and business, these 
nefits do not always result from a Ja- 
panese presence. p 
In:some cases dependence on im- 
ported goods and services from Japan, 
in fact, increases, as the Japanese com- 
panies which’ have moved overseas 
often resist breaking the chain of their 
uisinéss associations in Japan. 
«Twenty-eight US states now run 
representative offices in Japan and say 
they are daily bombarded with inquiries 
from prospective Japanese investors. 
Atle 











sast one representative of-a south- 

state makes hardly any calls on Ja- 

esé companies: too many business- 
are lining up to see him. 

z Butit would be misleading to suggest 

‘@ mass migration of Japanese com- 

panies to the US, or that Japan’s invest- 











tries. According to:the Survey of Cur- 
r 
just 10% of all direct foreign investment 





herlands; Britain, 24%; other Euro- 
pean countries, 23% ; and Canada, 9%. 
Taking. the cumulative total. of 8,123 








ment is way above that of other coun- |. 
ent Business, in 1985 Japan claimed | f 


J 
in the: US, compared with 20% for the |. 





















foreign direct investments in. the US 
from 1974-85, Japan was behind Canada 
and Britain, with 1,154 investments. 
Many of Japan’s new and planned 
manufacturing investments in the US 
have yet to show up on official statistics. 
Preliminary figures collated by the 
Ministry of International Trade and In- 
dustry suggest an increase of 80% in 
US-dollar direct Japanese investments 
in the US for the year ending 31 March 
1987, or a 50% rise in yen terms. ' 
Two qualifications need to'be made, 
however. The first is that such figures'do 
not include real-estate purchases, which 


Japan now counts as portfolio invest- 


ment (though a stake in a US real-estate 


minty 


ment). 


ings 





























aie Recent Japanese purchases o 
New York and Los Angeles office build- 
notwithstanding, Hawaii still 
claims by far the biggest share of Japan- 
ese purchases of existing US real estate. 

A study by Los Angeles-based con- 
sultants Kenneth Leventhal of 100 Ja- 
panese real-estate investments in calen- 
dar 1985 and 1986 put Hawaii’s share at 
36%: (mostly: hotels); followed by 
California, 29% ; New York, 9%; south- 
ern states, 6% ; and northeastern states, 
8%. These’ consultants guess that 
Japan's. cumulative investment in US 
real estate will grow to US$90 billion by 
1990, compared with US$5 billion-up to 
1980. But: Japanese real-estate pur- 
chases in the US.do nothing for trade 
flows; though the repatriation of di- 
vidends tọ Japan would: cheapen the 
dollar more. 

The second qualification is that 
much of the large-scale new investmc** 
is not in manufacturing but in finan 
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they lose no advantage offered by the tight if not impeneti_ 
ble web of business relationships enjoyed at home. 














W hen Japanese carmakers Toyota, Nissan and Honda 
began producing cars in the US, the country was over- 
joyed at the prospect of an orders boom for US car-parts 
‘suppliers. They are now discovering anew the adage that lit- 
“tle is as it seems or should be. 
True, the Japanese plants have employed local workers. 
|. But they are sourcing most of their parts from no fewer than 
76 Japanese car-parts suppliers which, like bees on a honey- 
ise, have positioned themselves in clusters around the US 
facturing operations of their compatriot carmakers. 
, just 31 Japanese parts producers had trans- 
heir operations to the US. In 1980 there 
there are likely to be around 110. 
ymmerce under-secretary, recently 
oyment that there were “no sim- 
pply problem. “The primary 
Japanese corporate business 
cies or intervention. These 
d US markets,” Smart said. 
yota and Nissan in parti- 
uraged their Japanese 
cific, thüs ensuring 








Japanese parts-producers, hit as hard by the strong yen as 
Toyota and Nissan, take the view that they may lose domes- 
tic-parts contracts to cheap US imports unless they keep US 
parts producers away from Japanese makers’ US plants. 

: Things are bound to get worse before they get better. The 
US is already running a US$33 billion deficit with Japan in 



























ks, or equity stakes 

Street investment firms. Recen 
ples are the investment by Sumitom 
Bank of US$500. million in Goldma 
Sachs in return for the righi to 12:5% of 
the profits; the decision by Nippon Life 
Insurance to acquire a stake in Shearson 
Lehman Bros., and several purchases of 
US banks. | 

This was part. of a continuing trend. 
In the year to 31 March 1986, direct Ja- 


panese banking and insurance. invest=. 
“ment in the US, at US$4.1 billion; was 
bigger than any category of manufactur- 
‘ing investment, and more than half the 


total of US$7.7 billion Japan poured 
into US-based manufacturing. In the 
non-manufacturing sector, banking and 
insurance investments were second only 
to the loosely defined category of com- 
merce, suchas freight fowarding, which 
brought i in US$7.4 billion of Japanese 
aney. 










E JAPAN'S OVERSEAS 
| INVESTMENT 


19.4 (23.3%) 





Source: Ministry of International Trade and Industry. 








trends may change asa result of the re- 
valuation of the yen. A continuation of 
the current trend of investing princi- 
| pally in real-estate and financial-service 
companies, however, seems” most 
likely. The reason is that the rate of 
growth in manufacturing investment in 
the US is slowing down as a result of the 
decision of many Japanese companies 
to establish production bases in coun- 
tries such as ‘Taiwan and Thailand, to 
take advantage of lower labour costs 
and also to disguise the source of J apan- 
ese exports. 

Despite all this, portfolio investment 
in US Government bonds and stock 
trading is still by far the biggest form-of 
Japanese investment in the US, The 
US$5.4 billion of direct investment 
Japan made in-the US in fiscal 1985 is a 
paltry sum compared with net purchases 
Of US$93-billion worth of foreign bonds 
bought the same year, the majority of 
; the S  Trëaury is issues. 








tis too early to foresee how these 


Bl cally, woul 
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óla 


okyo 


ing accommodation of US demands is 
the most likely short-term outcome. 

` But the vaunted “reservoir of good- 
| will” between the two countries has 
been further depleted: If the “trade 
war” should spread to other — notably 
political and security — aspects of the 
bilateral: relationship, ‘the dreaded 
scenario of Japan breaking away from 
the US, both economically and politi- 

o longer seem surreal. 











budget. deficit and, until Se tember 
1985, the deliberately overvalued US 
dollar — was to blame for the US cur- 
rent-account deficit (REVIEW, 19 Feb.). 

The ‘US ‘sanctions’ have re-opened 
the debate, The accommodationists 
urge Tokyo to stop making excuses and 
fulfil its promises. Remedies have been 
identified for both the US and Japan, 
and the former =a leading democracy 
with a built-in self-correcting mechan- 
ism — has already recognised its budget 
deficit and loss of competitiveness as 
problems. 

For its part, Japan must finally admit 
that the US demand for fairness and re- 
ciprocity is essentially justified and face 
up to the radical — and to some, painful 
~~ changes which full implementation of 
the Maekawa Report would entail; the 
accommodationists say. 

Further, Japan must realise it is now 
an economic superpower, its every 
move. having. international “repercus- 
sions. And i nable to provide 

at least learn 















Once again, Tokyo’ s partial and grudg- 











to take into account feelings and i 
terests of non-Japar 
. Some 
against seekin 
tions at the 













US — after havin Tried cand failed to 
blame their inability to compete with 
the Japanese on Japan's cheap labour, 
export subsidies, strategic indust 

licy, dumping, st rrp 

trade barriers. 









now changit 
has fashione: 
The not- 


that ‘this yers 5 
powers in Venice 
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the US-Japan naval b 
Indeed, facile: 










are rampant and, inevi 
are compared to the perio lead g 
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T gre 
ing, which reached a 
19805, have subsided 








Japan with US strategy. Japanese incl 
nations towards autonomous defence 
have also been blunted. 

Officially, Tokyo takes the position 
that bilateral trade and defence prob: 
lems are separate and independent but 
many, infact, believe that they arec 
linked. It is remembered, for example 
that the most vocal critics of 













gressmen tended 
seriously affecte 

Some Tokyo policym 
prised that despi 
tions, tradet 
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ional bills calling. for 
rowth rates in Japan’s-defence spend- 
ng, or for US collection of a “security 
ax” from Japan. There are fears that 
even if trade and defence are indeed 
ated, the, sharp. words exchanged 
_ inthe trade dispute will be remembered 
„and do damage when defence becomes 
-anissue again, > 
> Although the US position in Japan’s 
werall trade has declined and there is 
-euphoria about the “21st century be- 

ing to- Japan, South Korea and 
iwan, =the- Japanese are well. aware 
at no.economic regionalism excluding 
the US: and Western Europe would 
match . the. existing trade pattern, 
céntred as it ison the industrialised 
West, in benefiting Japan. 

Yet, regionalism. remains:a natural 

mpulse whenever Japan feels rebuffed 
yt S or the West. Some Tokyo of- 
ficials have:suggested that. Japan could 
cut trade ties with the West and work on 
Northeast Asia economic sphere, in- 
ding the communist powers — which 
unrealistic but revealing. 







cally, a sort of consensus has 
ywly emerged that the country’s 
y is best guaranteed by remaining 
ior partner of the US. But the Left 
tinued to advocate’ neutrality 
drecently some among the Right and 
ntre have been tempted to opt for au- 






















creased vulnerability. to Soviet nu- 
clear attack (against the background. of 
new cold.war,”. Moscow’s military 
ild-up and doubts about US determi- 
ition to defend Japan) have all contri- 
buted to the new urge to go it alone. 
East-West detente may also encourage 
autonomous defence. 
Any thrust by Japan towards econo- 
mic regionalism and, disengagement 
om its alliance with the US would con- 
tute. a dangerous combination of op- 
tions, evoking memories of the Greater 
East Asia Co-Prosperity Sphere. Many 
ipanese are. aware of the dangers, as 
me East Asian leaders. who ‘have 
tried to check Japan’s economic influ- 
ence and. accepted Tokyo’s defence 
|d-up only on condition that itis car- 
ried out in coordination with the. US. 
“Objective constraints will hinder 
lapan from actually choosing such a po- 
icy combination in the near future. But 
trade and security relations. with the 
S are severly strained at the. same 
time; the Japanese impulse to do so will 
be greater than at any time since World 
War II. All concerned would benefit 
from pondering on-former US ambas- 
or to. Japan’ Edwin. Reischaver’s 
atitude: - “US-Japanese relations 
ould not be taken for granted”: = 













































- mistake, they. bring their knives out,” 


dgeha 


AA hulk of a. man 
| whose roots are in the 
US Marine Corps but 
is now a government 
` trade official- brings 
his fist down on a 
table with the force of 


thump resounds throughout the room 


` and is followed by a cold silence. His Ja- 


panese counterparts recognise the tactic 
from previous sessions, but still feel un- 
cany and quiver. i 
e Japanese side picks up its brief- 
ing papers and walks out of the room en 
masse. The chief Japanese negotiator 
aces the corridor, and is shortly joined 
y his US counterpart, who paces the 
corridor in the opposite direction. ` 
As the two bosses cross each other’s 
pacing path, they exchange words, then 
oth teams repair to the.room to restore 
an atmosphere of civility. A ritual of 


bilateral diplomacy complete, the stage. 


is set for the next aċt. 3 r 
This scene was depicted to the 
REVIEW by a veteran Japanese trade 
negotiator who admits that Japanese of- 
ficials also “bang tables, loose their tem- 
pers and get angry in other ways.” Can- 
didly, he added: “Instinct always tells us 
to try to harmonise and avoid confron- 


| tation. Of course when we talk about 


harmony, our objective is to get what 
we want while they.do not get as much 
as they want,” . 

But behind the. brusque showman- 
ship, this.negotiator notes, fundamental 
differences in attitude, approach and 
preparedness are surfacing in protract- 
ed.trade negotiations between the US 
and Japan that could chee danger for 
the future. The biggest danger, he says, 
is “the absence of a ceiling on US frust- 
ration and at times. even resentment. 

: “In the 1960s and 1970s there was al- 
ways a limit to US anger, because Ame- 
ricans were convinced that they were 
‘No. 1.*: We must now realise that the 
onus is on us to set such a ceiling on be- 
half of the US.” 7 

Today’s US trade officials are not 
seen as being moulded in the career-dip- 
lomat pattern of the 1950s. They are 
more regarded by their’ Japanese 
partners as young, inexperienced. and 
unsophisticated. “At. the height of its 
power,” the negotiator said, “the US 
had a lot of sensitive people. They were 
examples we looked up to.” 

Another difference lies in the public 
perception of the state of trade negotia- 
tions. This becomes important when US 
officials try to settle a dispute in full 
public view. “We tell our press as much 
“as possible, and ask them not to print it. 

But if the press thinks. we have madea 


game of bluff - 


a sledgehammer. The- 


ing talks, then 
-tion in briefing US reporters, which an- 








the negotiator said. “In the US, officials 


try to bluff the press, and US reporters 
"sometimes see through the bluff.” 


Timely leakage of information to the 
pressis a tactic used by both sides. Ja- 
panese officials will tell press confer- 
énces.open only to Japanese reporters 
that: the US side has “understood” 
Japan’s position onan issue. This in- 
furiates US officials in Tokyo who know 
that in Japanese any one of anumber of 
words ‘meaning “understand” can also 
mean “accept.” Conversely, US offi- 
cials will apres to modify a position dur- 

ien màintain the former posi- 


gers the Japanese. 
More seriously, the once-strong US 
lobbying presence in Tokyo is said 





have broken down, In the 1950s.ana j 


1960s, following through from the allied 


occupation of Japan, US officials had 
“fingers. on all the power centres in 
Tokyo,” the negotiator said. “They. 
knew every Japanese politician in the 
Diet: But this meticulousness has given 
way to free-wheeling tactics.” 

_ Today, US officials are believed to 
maintain regular contact with just a 
handful of Japanese politicians. As are- 
sult, the interests of the US now figure 
less prominently when Japanese bureau- 
crats and politicians extend favours to 
each other. ae: i 
¿And the US is frequently seen to 
change its stance on trade issues. The 


: new: Uruguay Round of Gatt trade 


negotiations, beginning last September, 
was cited as.an example. The US had 
first emphasised market access in ser- 
vice industries, then downgraded ser- 
vices for intellectual property, which 
was later downgraded for higher prio: 
ity on investment issues. Japanese off 
cials see such shifts as reflecting the 
changing strengths of respective Wash- 
ington lobbies. The negotiator calls this 
the “Washington fashion scene.” 
«Another Washington preoccupation 
which requires guesswork on the part of 
Tokyo is “Japan-bashing.” Japanese of- 
ficials never know quite: how seriously 
to take the public lashings. One view is 
that, the executive branch of the US 
Government must resort-to Japan-bash- 
ing to restrain. the legislative branch 
from enacting protectionist legislation. 
Some Japanese officials thus see. the 
bashing exercises as a necessary politi- 
cal process in maintaining: an internal 
balance of power...» ; : 
Japan's main weakness, the nego- 
tiator fears, is that even. its.own nego- 
tiators sometimes fail to- see- that. they 
live inan un-Japanese world, a world 
made harsher by the realisation that the 
old “No. 1” may not look after them any 
more. o ~ Bruce Roscoe- 
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Your local agent has a hot line to the most 
SAR Lordy y Pog mne nhas enih transport expertise in the 
world: Nediloyd’s 5500 specialists worldwide have all 
data bt costs) at their fingertips. Nedlloyd Lines 
has 42 purpose-built vessels operating 31 scheduled 
liner services to 150 ports on seven continents. 

Nedlloyd people provide the personal touch in 
assessing your transport needs and determining the best 
solution. Fast, safe services at cost-effective prices. 
Since Nedlloyd is at home all over the world, local market 
information is just a part of the services. 

Contact Nediloyd’s hot line to learn about Nedlloyd’s 
comprehensive service. 

Nedlloyd Lines, the reliable Dutch solution to all your 
international transport requirements. 


_-= Nedlloyd 
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P.O. Box 240, 3000 DH Rotterdam, 
Tel.: (10) 4177933, Fax (10) 4147394 
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*unchallenged authority! 


There is no doubt amongst leading top management as to which publication 
is considered the most authoritative in the region on coverage of Asian busi- 
ness affairs. It’s the Far Eastern Economic Review by an overwhelming 
majority! 


* unparalleled influence! 


No other publication in Asia or anywhere for that matter provides such 
depth and breadth of coverage of events throughout the region. Don’t just 
take our word for it. Ask the people you look up to and respect the most 
which publication they turn to for unparalleled coverage of Asian news. 
The overwhelming response will be the Far Eastern Economic Review! 


* unequalled performance! 


Since January of 1974, the Review has grown in size from just over 20,000 
copies per issue to its present circulation of more than 64,100 copies per 
issue. 








No other publication in the region can match its performance. In fact the 
Review’s circulation has grown by a number larger than the total present 
day circulation of any of the publications which started during the years in 
question. 


A growing number of advertisers have taken full advantage of this impres- s 


sive growth. The Review has increased its ad page volume from 1,458 in 
1978 to 2,726 in 1986. 


Advertisers know beyond question that the Review reaches the highest 
concentration of Asia’s most important people. And they know that as an 
effective advertising vehicle, its performance is unequalled. 





FarEastern Economic 


SRG Executive Surveys — Asian Executive Study Unparalleled influence in Asia. 





The records of our three established offshore unit 
trusts emphasises the consistency of the Perpetual 
approach to investment management. 







the objective at Perpetual is to The Perpetual Offsh 
achieve investment performance Bam n ap 
that stands out from the crowd. Far Eastern Growth Pund 
“Convincing record... were added to thisrange 
Special mention should also be made of Perpetual, last in pon } l 
year's winners of the top unit trust group award. This an we 35.2% nd SBS 
company’s long term performance is exceptional. . . gains of “of ride 
Perpetual’s overall performance puts it top over two, in. oe ys ican a 
five, six, eight, nine and ten years.” to offer price basis. i 
MONEY MAGAZINE — December 1986* oe all, auc 
Above all our record of consistent investment success posen 
can be attributed to the calibre of our fund managers — aies mos onnen men 


the most important asset of any unit trust company. 

Their priority is to AA E ley her a 

illustrated by the Perpet ternati th Fun $ 

ret peg pe weeks: but aver arealistic company. For full — ooe thes coupon. 

period as highlighted in the paragraph above. pe Vou should emoa ghey we cenerisaey Aas aem He 
The Perpetual International Growth Fund is managed pe smm smm smm smm mum summ smm mms smmm smm e san sa aa e sag 

in the United Kingdom by the same investment team that g Please send me details (on the terms of which alone allapplisatiooswill g 


{since launch oni&th April 1985) | more clearly than any 
other available criteria, the abilities of a unit trust 


is responsible for the investment of Perpetual offshore Pens: 8 Canc Needs Cini eal 
funds. The U.K. International Growth Fund over the l Offshore Growth Fund Growth Fund l 





value of units than any other Growth Fund LJ Companies Fund Growth Fund 


U.K. international unit trust. © To: perpetual Unit Trust Management (Jersey) Limited, PO Box 
Over the period since its l Norwich Union House. Church St, St Helier, Jersey, Channel I 
launchon llth September. | surname: 
1974 to the 31st March 1987 ptm 
the value of an original 
investment has increased by 
3.206% — on an offer to offer | 
basis including net re- | 
invested income. | 

* Extract from an article relating to group weighted performance — largest 30 
management groups. i = 








period since launch has achieved higher growth inthe | — International g Offshore Emerging - Offshore Far Eastern | } 
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THE REVIEW OF ADVERTISERS 1985 


The advertising carried in the Review in 1985 
represented every category from airlines and 
hotels, banking and financial services, liquor and 
luxury products through to shipping, industry, 
and many many more from over 550 of the 
world’s leading companies. 


With an average of 50 pages of advertising per 
issue and a total of over 2,600 pages through the 
year, the Review continues not only to be 
compulsory reading for senior executives 
conducting business in Asia but a compulsory 
part of any advertising schedule aimed at Asia’s 
decision makers. 


Wrere else puts you in the heart of Malaysia's capital 

} at such affordable prices. Where else offers such a haven 

=. of relaxation and brings you the luxury of the city’s largest 

i; hotel rooms. Where else but the Shangri-La Kuala Lumpur 
& Voted one of the best hotels in the world 





The Review's “Review of Advertisers 1985” 
contains a sample of every campaign carried by 
those companies promoting their message to the 
highest concentration of influential, affluent 
individuals available through any publication in 
this region. 


If you would like a copy of this booklet, write on 
company letterhead to: 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 

Hong Kong 
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KUALA LUMPUR 


i A SHANGRI-LA INTERNATIONAL HOTEL 
oy. 
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SHANGRI-LA INTERNATIONAL: + BANGKOK (2) 236 7777 * HONG KONG (5) 242 367 + KUALA LUMPUR (03) 232 2388 + SINGAPORE 338 3300 
© AUSTRALIA (008) 222 448 + LONDON (01) 581 4217 © TOKYO (03) 667 7744 © USA & CANADA (800) 457 5050 © UTELL © STEIGENBERGER 
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inpoi prem direct every, Monday. 


Every Monday, one of Alitalia’s 


Boeing 747’s takes off from Shanghai... “e en 
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b»: YOU have read the book, heard the 


critics, sympathised with the heroes and 


uurled figurative rotten fruit at the vil- 


-B shares in action. 

the ink scarcely dry on an inter- 
depart ental; memorandum (through 
which Hongkong Government officials 
issiduously palmed off mounting resist- 
ince to the issue of second-tier ordinary 
ihares to the advisory Standing Com- 
nittee on Company Law Reform), 
inother of the territory’s conglomerates 
1as openly used existing B shares to the 


idvantage of one group of shareholders 


»ver another. 

-On 10 April, two days after the Stock 
7 “ange of Hongkong (SEH) and the 
issioner for Securities had jointly 
vacktracked “on” earlier permission 
ranted to Jardine Matheson Holdings, 





“heung Kong (Holdings) and Hutchi- 


ion Whampoa for the‘issue of B shares, 
hisa apparent principle was flagrantly ig- 
iore 

In another chapter of the long-run- 
ting and singularly unimaginative re- 
tructuring saga of the World Interna- 
ional/Wharf Holdings group (key com- 
sonents.of shi ping an 


tealty and Trust, a former dae 
Nheelock Marden which was take 
wer by Wharf in 1985, has been strip: 
sed of its assets. Much ‘of the value: has 


tone to Wharf shareholders in a distri- 


tion proportionate to their holdings, 
wut voting control has gone directly to 
NWorld through the transfer of a substan- 
ial proportion of Realty’s B shares, at 
in ameliorative premium to ‘the re- 
ationship | wits the A shares, but still at 

action of the price for equal voting 

ts. 

Wharf acquired | full control of 
Nheelock two years ago, and the latest 
nove is yet another in the effort to as- 


imilate these holdings into ‘the Pao- 


roup. . The shares, introduced 
The out the Wheelock group in 

ave not before featured in the as- 
imilation moves, and the suggestion 
hat their sudden emergence coincided 
vith the heightened consciousness of 
heir inequity appears disingenuous, to 
ay the least: . 

To the undoubted relief of the reg- 
latory Office of the Commissioner for 
iecurities and the SEH, no new shares 
ire being issued, control is not actually 
‘hanging hands — Wharf is controlled 
iy World — and as a result there was no 
entifiable reason for blocking the 
ransaction. Phew! Heaven forbid that 
nother tricky point of principle should 
equire interpretation. 

orld/Wharf manoeuvre amply 








e value mherenri in-existing, 





w, in full, three-dimensional 





property baron 
sir Yue-kong Pao’s empire), Hongk ko g 





00k out for the next B-grade thriller 











B shares, to which a premium [~ 
must now also be added for 
scarcity, and little imagina- 
tion. is needed to predict the 
next: ‘step in the process. Li 
Ka-shing, for example, frus- 
trated in his opportunistic ef- 
forts to exercise control of the: 
Cheung Kong group from a 
_ minority © equity position, 
could well be a willing buyer 
| for a sleeper with an existing 
two-tier share structure such 
as Local Property Co. Or 
perhaps Realty could aan 
| control of a majority of World’s assets, 
enabling Pao to use the B shares as a 
vehicle for control of the group as a 
whole. Will Swire Pacific’s traditional 
| practice of offering a choice of cash or 
. Scrip: in lien of dividends be affected? 
-The permutations are endless, 
© THE Hongkong Government's tame 
response to the B share issue —~ hand it 
over, to a committee before we are 
forced to make a decision — raises some 
questions about the separation of powers 
bin the administration. A contradictory 
and overriding announcement by the 
Secretary of Monetary Affairs David 
_ Nendick, coming only hours after Com- 
_missioner for Securities Ray Astin is- 
| sued his position on the subject, was a 
transparent and clumsy invasion into 
Astin’ s turf. 

At best, the timing of the two an- 
nouncements, with the first making no 
reference whatsoever to the second, en 

flect shabby planning. More likely, i 
seems, is a lack of confidence at a fare 





| senior level with the operations of the 


Securities Commissioner’s office. Shift- 
ed sideways from the position’ of 
solicitor-general into the securities slot, 
nothing in Astin's background prepared 
him for the specialised task of securities 
supervision, 

The government’ appears. even to 
lack respect for Astin’s legal judg- 
ment, an area with which the commis- 
sioner can tightly boast familiarity. This 
is evident in Attorney-General Michael 
Thomas’ decision to forgo pursuit of 
ramping charges against Australian en- 
trepreneur Alan Bond, after Astin’s 
staff had completed diligent i inquiries to 
build such a case. 

Although only 50, Astin seems ambi- 
valent at the prospect of extending his 
Hongkong Government career beyond 
this year, and several uncoordinated 
and almost, hysterical pronouncements 
bear testimony to his invidious position. 

Astin recently pleaded strongly for 
the criminalisation of-insider trading. a 
popu'ar proposition and conceivably an 










he commissioner's fad- 
towhatend in acom- 


Asin a 











munity where a legally iden- 
tified insider dealer sits on 
the board of the biggest bank: 
as deputy chairman? 
Conventional insider deal- 
ing in Hongkong, me 
“while. is passé, as 
aera ae o an annour 




























falls outside thie ariibit of insider dealing 
legislation, toothless as it is. 

© CONSPIRA ACY theorists have of 
late been given some 
grist for hew capi igh 






























sive’ of ihe d daw 
longer desp: 
insurance j 


provi pa 
Alongside a deep 
of clenched fists 
copy explains. that politica’ 
ally fall into four categories: expr 
tion, confiscation, deprivation and 
nationalisation. : 
A shade provocative, Shroff fell 

initial reflection, ara time whe 
elder statesman Deng Xiao ing 
is promising an unchanged s 
100 years, only slightly less extravag: Wy 
than the 1 00-year survival clai 
another systema generation ors 
But reading further, it was dis 
éd that CAI is a joint venture between 
American International Group (AIG) 
and the People’s Insurance Co. of 
China. Two possible conclusions can be | 
drawn from this intriguing product and 
its more intriguing joint shareholder. 
The bullish view would argue that as a 
profit-making organisation CA! has as- 
sessed the risk and concluded there is 
money to be made out of the unfounded 
political fears of Hongkong. 
Alternatively, if the system. i 
tinue unchanged for 100 years, \ 
does a company as well-connected ao 
CAI feel there is a market for pc 
risk Insurance in Hongkong” 

AIG, incidentally, has ile he 
ters in i Be T 












































By John Mulcahy in Hongkong 
H ngkong’s public companies have 
Fentered a phase of frenetic fund- 
raising activity, with HK$17 billion 
` (US$2.18 billion) in cash calls either 
-completed, announced. or in — the 


























-HK$15 billion during all of last year. 
estimates, shareholders will be asked to 


| tions to rights and new issues. 
|< The latest offering, from New World 
Hotels .(NWH), a locally controlled 
hotel owner and operator, has beaten 
the expected deluge of issues in May 
¿and June. 
Recognising the looming demands 
on investor liquidity, NWH. took the 
chance of incorporating into. its offer 
period the four-day Easter weekend, a 
risky proposition, but one its advisers, 
Sun. Hung Kai International, felt was 
unavoidable if the company, controlled 
by: property-financier Cheng Yu-tung, 
-was to be first off the blocks. 
Among the ane pee 
already announced are a HK$3.5 billion 
rights issue by. the Hongkong and 
Shanghai Banking Corp., a series of is- 
- sues by the Jardine Matheson group — 
| including the demerger of its Mandarin 
Oriental Hotels associate and a new 
issue of Jardine Strategic Holdings 
shares — and a HK$1 billion rights issue 
by Evergo Industrial. There are at least 
another.10 issues yet to be announced, 
cording to merchant bankers, most of 
them new listings. 
“Almost by tradition, Hongkong 
companies have tended to float at the 
latter end of. their industry cycles, evi- 


















nd-raising season - 


New World Hotels beats the Hongkong cash-call rush 


pipeline, compared with a total of, 
During May alone, according to some | 


contribute HK$6-7 billion in subscrip- 


dence of which came in the spate of elec» 
tronic-manufacturer offerings in the 
early 1980s, few of which met their early 
promise. Another characteristic. of new 
flotations has been their objective as a 
way for controlling shareholders to 
realise the value of their assets, rather 
than as a genuine capital-raising exer- 
cise for development. 

NWH fits neither of these descrip- 


‘tions, and where the issue will have the 


effect of diluting control exercised by. 


Cheng and his associates to around 81% | 
` years has encouraged traditional tourist- 


from nearly 90%, the ‘funds will be 
applied to the company itself. This 
serves the purpose of moving the group 
closer to the 25% public float minimum: 
laid down in the Stock Exchange of 
Hongkong’s listing rules. 


t HK$403 million, the NWH issue 

will be easily absorbed by the mar- 
ket, and the pricing, pitched at 10.4 
times prospective earnings, virtually as- 
sures success, as the hotel sector on the 
Hongkong market has again returned to 
favour after serious concern surround- 
ing new developments led to a down- 
rating late last year. A day after. the 
issue opened NWH closed at HK$5.05, 
suggesting a built-in profit from the 
HKS4 20 issue price for existing minor- 
ity shareholders, representing 10% of 
the equity, who were given preferential 
rights to the issue; 

Capacity in the hotel sector rose 
15.5% last year, to 21,000 rooms, and is 
expected to increase by 11.2% this year, 
to 23,350 rooms,.and expand to 28,300 
rooms by the end of 1989. The prospec- 
tive 56% growth in available rooms over 





s are now. coming 
o the view that Hongkong’s 
narket can readily absorb the 
ommodation capacity. In 
fact, according to the most:optimistic 
view, supply could well stimulate de=: 
: mand,.as the shortage of rooms and a re- 
sultant. surge in rates has discouraged 
lower-budget tourists. 
New World’s existing stable of hotels 
includes the..deluxe Regent Hotel, 
situated in: Kowloon’s Tsimshatsui dis- 
trict, the adjoining New. World, Hotel 
and a 45% stake in the Victoria Hotel, 
_ which is linked to. the Hongkong Macau 
Ferry. Terminal. Under construction are 
a tourist-class hotel in Kowloon and a 
brace. of establishments designed. to 
serve the Hongkong Convention and 
Exhibition Centre in Wanchai. 
A shortage of hotel rooms in recent 











class hotels in Hongkong to raise rrom 

rates and discourage group booki 

which has.led some tour operators to re- 

duce the numberof nights» spent. in 
` Hongkong. , 

Hotels now being built cover all 
grades of accommodation, but the 
majority of new rooms will cater to the 
tourist business. By most accounts, the 
proliferation of new rooms. becoming 
available in Hongkong over the. next 
two to three years will inevitably trim. 
average: occupancy: and profitability. 
For the groups witha spread of:older 
and new hotels the impact will be less- 
ened, as breakeven for long-estab- 
lished hotels in Hongkong can be as low 
as 40%- occupancy, while newer estab- 
lishments must contend with far higher 
development costs, 

As the first in a procession of issues 
pending on the Hongkong market, 
NWH Ras assured itself ofa receptive 
audience. By the end.of May, those un- 
fortunate enough to be bringing up. the 
rear of the wave may well find tt ° 
pleas for cash falling on deaf ears. - 









|Í COMPANY RESULTS | 








$$15.74m 
(US$7.4m) 














(US$142.7m) 


Profit improvement attributed to: cost cutting measures į 
instituted in 1985. Performance to be maintained in current} 













| (US$19m) 


Profit and turnover are expected to improve further in} 
current year. > l , i | 











| ¥836.45b 





Net profit forecast to rise marginally to ¥30b and sales] 
war, Ak Ee 












Operating profit declined to ¥169.65b from ¥305.53b. . 








Net includes equity-accounted share of associates’ | 
earnings of A$9.26m vs A$11.32m previously. 








Loss largely. reflects drop in oil prices. combined with large 
tax provision. ; 2 | 






By Lincoln Kaye in Bombay 
pB oih bated Grindlays Bank has 
e? launched India’s first private-sector 
ẹnture-capital fund. Shares in the 
US$15.45 million ; India Investment 
Fund (HF) will be on offer from earl 
May to Non-Resident Indians (NRIS 
and institutional investors in London 








and the Middle East. Grindlays, a Raj- 


era legacy with extensive branches in 
India and the Gulf, was acquired by the 
Australia and New Zealand Banking 
Group in 1985... = 
The. Guernsey-registered fund, will 
also be sold in Hongkong, but only to 
professional investors. To offer it to in- 


dividual NRIs in the territory. would 


have: entailed costly and time-consum- 
i ormalities, according to Grindlays 
Spud] project manager Smita Patel. 
The same goes for registering the fund 
for sale in the US: the IIF’s limited size 
does not warrant the expense. Indian 
regulatory approval for a parallel rupee- 





denominated venture-capital fund is not 


expected until later this year. 

The IIF’s offshore issue could well 
appeal to foreign institutional investors 
who are eager to book Indian equity, if 
only for its scarcity value. Up to 40% of 


interests, according to Indian exchange 


zontrols. The rest may be taken up.by. 
NRIs. in order to qualify for the invest- | 


nent incentives New Delhi extends to 
NRI companies. 
Grindlays’ IIF marketing strategy is. 


‘mainly retail” among rich NRI indi- 


viduals, Patel says. But the fund is not 


‘or’ everyone: =For one thing, the 
JS$$25,750 minimum subscription is 





beyond the reach $f most guest workers 
in the. Gulf countries who comprise the 
bulk of the NRI population. Then, too, 
venture capital is by nature too risky for 
market dabblers. But, as long as New 
Delhi’s economic liberalisation inches 
forward, high returns can be realised by 
young companies capitalising on newly 
available opportunities. 

“Ventures,” in an Indian context, 
are not.as chancy as they would be in 
Europe or the US. Well-proven 
technologies in the rest of the world may 
still be novel in India due to the gradual 
ebb of the government’s autarkic eco- 
nomic: policies. Nor is the chanciest 


factor in the Indian business environ- . 


oment-— the bureaucracy —~ much of a 





| capital market and 


the fund may be subscribed by foreign | 


i 


risk element for the IIF’s investments. 


‘Before an entrepreneur could think of 


approaching the fund for equity, he 
would already have licences and state- 
backed term loans in hand. 
U nlike their Western counterparts, 
# who assess investments in terms of 
Ci tan i ‘ate-restructur- 
ing prospects, the HF’s three full-time 
fund managers will look mainly to project 





cash flows, Patel explains. She lists the 


three main hazards facing a new indus- 
trial venture in India as mismanage- 
ment, mis-reading of market demand 


and mis-timed financing. The first two: 


pitfalls can best be avoided simply by 
knowing the local market and: its 
players. In this, Grindlays has an edge, 
she feels, because of its widespread 
branch network and long-established 
merchant bank. 











“take on some unlisted shares. The 1E 


p D 
only with in-house financi 
but also with sheer. staying 
Banking. jitters in India hay 
many a sound project into a financial 
basket case by cutting off funds 
when they were most needed. Eve 
officials of government-owned financial. 
institutions and nationalised banks have 
publicly deplored this bias towards 
hyper-caution. So Patel expects the 
welcome HF as a “co-investor," afi 

































capital expansion proj by estal 

lished companies, No invest g 

account for more than 10% of the 

capital, nor will the fund take mo 

a 10% stake in any enterprise: 
Although all its ventures are expec 

ed to go public eventually, the funi 

















ft. 


own shares will be traded through pri- 
vate placement only, and net asset'va 
declared just once a year due to the ag- 


counting intrica 
uoted assets. Onc 
the HF stable, it shou 
two years or m 
fund will be a 





stay 
€, Patel predict 

“hands-on” investor, 
further capital and ex- 
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MANILA: News from overseas metal markets that 
gold had pushed through the US$450 an oz barrier 
gave a solid boost to Benguet and other mineral 
counters, while the big two listings, Philippine 
Long Distance Telephone and San Miguel Corp., 
continued to win buyers’ support. The mining 
index soared to 3,739.03 points on 15 Apr. before 
the Easter holidays but took a ae afterwards. 

It ¢losed the. three-day period at 3,702.65, up 
153.2 points, ce 


HONGKONG: Counters came under overseas 
selling pressure initially ahead of the Easter holi- 
days, but selective buying by local Chinese invest- 
ors offset losses. Trading was relatively light. with 
many investors staying on the sidelines. The Hang 
Seng Index put on 12 points to close the holiday- 
shortened period at 2,721.12 on average daily 
turnover -of 137.12. million. shares, worth 
HK$724.58 million (US$92.9 million). Property 
stocks led the market;, with blue chips such as 
‘Cheung Kong, Hutchison, Swire Pacific and Jar- 
`. dine Matheson scoring gains. 






















































TOKYO: Institutional investors neglected almost 
all sectors except banks and some large-capital is- 
sues such as Japan Line. Regional banks were also 
bought, along with some constructions. Later in 
the period banks fell slightly on bargain buying 
after a two-week rally which saw bank shares 
doubling, and in some cases trebling, their prices. 
Rotational buyers then moved tothe. securities 
sector, snapping up. Nomura and: medium-size 
brokers such as Okasan. Volume stabilised, aver- 
aging 1.2 billion. shares daily. The. Nikkei Stock 
Average closed at 23,895.22 points, up 975 points 
on the period. 


SINGAPORE: Second- and third-liners took a 
large share of the featureless trading ahead of the 
party elections in Malaysia on 24 Apr, Tan Chong 
and Malaysian Resources headed the active. list, 
which was composed almost entirely of stocks 
from Malaysia. Fraser’s Index rose 26.4 points to 
6,379.30, regaining the ground that was lost in the 
revious period. The market has been consolidat- 
ing for eight weeks. Turnover was a moderate 35.3 
4. million shares a day, “worth S$77.55 million 
| °(U$$36.3 million). 


KUALA LUMPUR: Profit-taking dampened share 
prices throughout the period but steady buying by 
‘overseas investors resulted in modest gains across 
he board. Brokers noted strong interest from US 
‘funds, perhaps stimulated by the announcement 
of the Malaysia Funda few weeks ago, Fraser’s In- 
dustrial Index closed 85.63 points: higher at 
4,061.66, thanks largely to renewed interest after 
“the weekend in selected blue chips. Volume was 
“up slightly at an average. of 17.77 million shares a 
“day, valued at M$30:2 millioni (US$12.2 million). 


_ NEW ZEALAND: The market firmed slightly in a 
period shortened by. the Easter break, following 
“news of the 1987 March quarter inflation rate of 
- 2.3%. Interest rates were nudged down in the gov- 





ent stock teader, with t 


An Easter boost for r 
THE Philippines led gainers in the period to 20 Apr. dd 


within the country’s military over the Easter holiday wf 
rally strongly. Bombay was hardest hit among 1 


| 












pite an unsuccessful mutiny 
»kend. Taiwan continued to 





16.9%, down 0.63%. The emergence of a third 
party bidding for 4.2% of Progressive and Brier- ` 


ley’s. rationalisation of its energy sector assisted 
the trend. Quality industrials continued to attract 
support. Volume came to 26.02 million, worth 
NZ$54.66 million (US$31.5 million). 


AUSTRALIA: Overseas profit-takers halted the 
market's spectacular rise as they sold recent high- 
flying gold companies. The gold sector plunged 
287.6 points to 3,282.1, after surging 35% in the 
past three weeks. However, the correction is 
thought to be only temporary, with the gold price 
expected to firm on worsening. US-Japan rela- 
tions. Of interest was the sharp gain. in Broken 


Hill Proprietary’s price in the last half hour. of- 


market trading on 16.Apr, It jumped A$1 (72 US 
cents) to a record A$12.10 on rumours. that 
_Robert Holmes à Court would launch.a bid for the 
market leader over the Easter break. A:total of 
455 million shares were traded during the period, 
worth A$1.7 billion. 


BANGKOK: The market weakened on profit-tak- 
ing though it began the period on a firm note, The 
Book Club Index rose to 220.82 at mid-period but 
fell to 216.36, down 2.15 points over the period, 


Strong performers included Bangkok Rubber and 


Sahapattanapibul. Thai’ Tin Plate was amon 
those hardest hit. Volume for the period totalle 
11.27 million shares, valued at Baht 1.62 billion 
(US$62.9 million). 


TAIPEI: The market had another record-smash- 
ing period, with the weighted price index breaking 
above the 1,600 mark for the first-time. The index 


closed at 1,609.18 on the strength of a one-day re- | 
cord increase of 73.67 points, which represented a | 


39.5-point rise on the period. A mid-period cor- 
rection was brought on.by the quickened pace of 
appreciation for the NT dollar, plus moves by 
Taiwan’s Securities and Exchange Commission to 
cool the market by tightening margin-trading re- 
quirements. Trading volumes also set new highs. 
Average daily transactions were a record NT$9.39 
billion (US$279.5 million), and 15 Apr. saw a one- 
day record of NT$11.25 billion. 


BOMBAY: Despite a ban on short sales, equity 
prices continued to tumble. This was. blamed ona 
combination of factors: Sino-Indian border ten- 
sions, political infighting iñ New Delhi, corrup- 


tion probes, the rift between the country’s prime 


minister and its president, and a rumoured crimi- 
nal investigation into the affairs of Reliance In- 


dustries. Selling pressure is expected to continue. 


in the short term. 


SEOUL: Government measures continued to cool | 


market fervour, driving the composite index down 


11.93 paints to 355.98 as institutions sold off hold- - 
ings. Average daily volumes were down 10.69 milj. 
lion shares to 31.03 million, worth Won 31.57 bil- 
lion (US$37.4 million). The only sectors to gain 


were construction, up 6.1%, and steel, up 1.2%. 
Machinery and beverages led the plunge, down 
6.5% and 6.4% respectivel ce 
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thide rates. 
Smeinthe forward: Japan ¥142.847, "Hongkong 
Singapore-Malayaia: SBt=<MB1,169, £1 HKS12.75 





i The Nonghong ahd ENAA DRINI Corp. for banknote selling rates when available 
on the Hongkong market and Lark Intemational Finance toratlicial rates, Reuter for 
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EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT 
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‘THE AUSTRALIAN NATIONAL UNIVERSITY 


Applications are invited from suitably qualified women and men tor | 


: appointment to a tenurable position of 


FELLOW/SENIOR, FELLOW 
in the DEPARTMENT OF POLITICAL AND SOCIAL CHANGE, 
RESEARCH SCHOOL OF PACIFIC STUDIES. 


; Aplicanik should be PhD. graduates in political ‘science. or. a 


‘closely related discipline and should have appropriate research 
experience and linguistic qualifications to carry out research and 
supervise PhD level students in the field. of political and socio- 


economic change in Southeast Asia or the Southwest Pacifi ic. 


Intending applicants should seek further: information from the 
» Registrar. 
Closing Date: June 5, 1987. Ref: PA 9.4.1. 


Sali ty will be in accordance with qualifications and experience 
/Ohinethe rang Fellow A$32,477-A$43,510 p.a.; Senior Fellow 


43,568- Appointment as Fellow or Senior Fellow. 


“is Tor.a initial period of five years. with the. bossa, following 
‘review, of „reappointment to a 


z o sity reserves the right not to make an 
appointment by invitation at any time. 


ications to RV. Dubs, Registrar, 
260 Australia 


MONASH UNIVERSITY 
‘Australia 
DEPARTMENT OF ADMINISTRATIVE 
STUDIES 


LEOrÜRERSENION cero LECTURER Is 
RNATIONAL BUSINESS 


Apporter, preferably with a Ph.D. 
and interest.in. international busi- 
ness or related areas such as inter- 
national finance or marketing, to 
undertake research, teach on the 
MBA Program and contribute to- 
wards course development. Salary: 


_ 4$27,859-A$36,600 per annum 


(Lecturer), A$37,381-A$43,568 per 
annum (Senior Lecturer). Enquiries 
to Professor: P. T, FitzRoy phone 


'61-3-565-2397. Applications in 
*-eluding, Ref, no; 20312, curriculum 


vitae and 3 referees to the Regis- 
trar, Monash University, Clayton, 
Vic. 3168, Australia by 11/5/87. 

AN EQUAL OPPORTUNITY EMPLOYER 





EDUCATION | 


oy University 
Degrees 


BBA/MBA COURSES 


Private non-traditional unacere- 
dited University offers external 
Bachelor and Master of Busiiess 
Administration courses, Also Doc- 
torals (Ph. D) prograrame. 


These nine and twelve months part 


i]. time home-study courses are por 


sonally ruri by one of the leading ex 
“pers inmanagement and business 
administration. 


There are. no. residential requite 
mems and the courses. can be 
taken anywhere in the world. Full 
details. are available from. 


‘Nell Gibson & Company, 
» Dept, FER, PO Box 3, Sudbury, 
Suffolk, England 


Why at call the leaders for property in Costa del Sof —- Spain, Aigarve =- 
Portugal, London, Canada, Switzerland, Australia and New York 





. Montpelier [nternational Properties 


uttonjee House, 11 Duddell Street, Central, Hong Kong 
264858 Telex: 74783 PHX = Fax: §-8105857 





textiles; garments, leather 
goods; wooden products inci. 
furniture; basketware: hobby 
and do-it-yourself equipment: 
jewellery; toys, household 

appliances; hardware; statio- 
nary; carpets 


„Sell your 


Please send me details about the 
25th Overseas import Fair 


Company tor Eatibitiors Paiva ant: ongrdetas 
2 ee 



























N ara, Japan’s first permanent capital, 
was modelled on the capital of Tang 
China. An imperial decree in 710 stipu- 
lated that the city be “properly insti- 
tuted so-that nothing be added here- 
after.” Of course, much. has changed 
during the past 1,200 years, but Nara 
still retains an aura of the past, a tran- 
| quil beauty which other Japanese cities 
have lost., 

Perhaps Japan’s last culturally intact 
city, Nara is fondly referred to as ko- 
koro.no furusato, roughly “our heart’s 

homeland.” It is the cradle of Japanese 

culture, but Nara also has profound in- 
ternational significance as the only sur- 
viving artistic example ofthe brilliant 
Tang dynasty. Because the architects of 
Nara so closely followed the Chinese 
models, it is possible to reconstruct.the 
_ lost Tang Buddhist temples by studying 
Todaiji and Horyuji. The artists of an- 
cient Nara adhered to Chinese and Ko- 
rean styles. Nara today is the world’s 




































of this age. 

- There are almost 500 temples and 
shrines in Nara, containing many of the 

country’s national treasures and impor- 












temples anda Shinto shrine. The main 
| building of Todaiji, the Great Buddha 
Hall, is the largest wooden building in 
the world. The five-storied Pagoda of 
_Kofukuji is Nara’s central landmark. 
“The Kasuga Taisha shrine, at the foot of 


oak and bamboo. About 1,000 deer, 
“messengers of the shrine’s gods, roam 


tion of only 310,000, Nara attracts 13 
million tourists annually. 

“<The Japanese pride. themselves on 
he fact that Nara. was the eastern ter- 
minus of the Silk Road, the fabled trade 
oute stretching from Europe, through 
the Middle East, and.across China. The 
Shoso-in Repository of Todaiji 
epitomises the Silk Road. This log 
„storehouse, itself. a national treasure, 
for many centuries has housed tens of 
“thousands of articles from the imperial 

usehold +h were donated ‘by the 
wife of Emperor Shomu after his death 
in 756. These priceless treasures, all still 
in perfect condition, reached Nara from 
Tang, China and points further west. 
Since. 1985, when NHK, the national 
broadcasting corporation, produced a 
year-long TY series depicting the scen- 
ery, art, and life‘of the peoples along the 
route, Japan has been experiencing a 
“Silk Road boom.” 
Nara’s prefectural and municipal 
governments, m cooperation with 
NHK, will exploit this theme further by 
holding ‘a Silk Road Exposition from 






































Park. Although the exposition, inscrut- 
ably called “The Wisdom and Aspira- 








greatest repository of the Buddhist art |, 


„tant cultural properties. Within the 528- 7 
a Nara Park alone are two 8th-century - 


Mt Mikasa, sits amid forests of cedar, 


| freely through the park. With a popula- | 


tions of Peoples,” was announced a 


year-and-a-half ago, specific plans were 
not revealed until early this year. 

_The Soviet Union, Syria, Iraq and 
India have already agreed to:send ob- 
jects for display. The association for the 
Silk Road Exposition hopes that six 
other countries will also contribute. All 
works of art will be exhibited in existing 
museums. The temporary pavilions, 
tents and inflated domes will contain 
restaurants, bazaars, and amusement 
attractions. 

The association predicts that the ex-` 
position will attract 6 million visitors. 
_Although 473 trees in the park are en- 
dangered by the exhibition buildings, | 
only 12 have been cut. The remainder, 
dug up in April, are to be replanted 
after the close of the exposition. 





The artist’s conception of the display | 





























sites in the pamphlets distributed by the 





| Buddhist ceremony: skyscraper t reat. 


‘froma 









He seeks support from the international 


community. “It is important,” he be- 
lieves, “for people of other countries; 
the countries who will be participating 
in this exposition, and visitors to Nara, 
to’realise that the exposition itself will 
lead to the destruction of not only the 
park but also the character of the city it- 
self.” 

Quite by accident Asahi Shimbun, 

one of Japan's leading newspapers, 
learned of Kasuga’ Taisha’s plan fora 
new parking lot to replace the present 
one, slated to become an exhibition site. 
The shrine had received prefectural per- 
mission to cut 900 ancient cedar trees 
dense forest. This assault o 
park. caused an outcry from vun 
_ servationists and: shrine. believ 
ers. 
«A university -professor im 
| mediately circulated petition: 
protesting against the destructiot 
. of the trees and collected mor 
than 62,000 signatures. Facet 
with this opposition from citizen 
and warned by the Cultural Af 
fairs Agency that. the trees arı 
protected, the prefectural gov 
ernor agreed to “rethink” the 
plan. 7 

Another issue threaten 
Nara’s harmonious skyline. Unti 
now, no new building in Nar 
prefecture has been allowed to b: 
taller than 25 m. Last December 
however, the prefecture passed 
| ruling that will increase the limi 
to 40m, leavingit to local govern 
ments to decide where to pu 
| them. Skyscrapers are expe 

to start springing up around 











association confirms the worst fears. 
Mickey Mouse and Donald Duck greet 
visitors to incongruous pavilions, while 
enormous balloons of elephants, 
camels, and Ronald McDonald float 
overhead, dwarfing the majestic 


problems of noise and traffic are left to 
the imagination. These plans have not 
aroused as much controversy as might 
be expected, but opposition does exist. 


work, calls itself NHK, Narao Hon- 
kide Kangaeyo (Let’s Think Seriously 
about Nara). On 1 April NHK launched a 
campaign, inviting people to contribute 
original protest posters to be displayed 


around the city. Group spokesman Yukio 





‘April to October next year in Nara | 


Shibata is realistic about the difficulty of. 
opposing business interests. Many con: 
tributors are unwilling to have’ the 


has received threatening phone calls. 


silhouettes of Kofukuji and Todaiji. The | 


local group, parodying the TV net- 










names used, and even Shibata himself | k 


train stations as soon as Nara City an 
nounces its ruling in October this year 
Tall buildings there would obscure th 
Kofukuji Pagoda, which stands at 50 m 
and radically change the gentle atmo 
sphere of this intimate, peaceful city. 
‘In Januar n association of sma 
temples submitted a letter to the gover 
nor, protesting against the new ruling 
but the response was cool: economic 
takes precedence over history an 
aesthetics. iS 
Junshin Hashimoto, priest of Jurir 
in, a small.temple whose elegant mai 
hall has been proclaimed a ‘nation: 
treasure, laments: “Nara will lose i 
uniqueness. People are coming to Nai 
because it is-quiet, serene, and simpli 
But with the advent of the high risi 
Nara will become a [dormitory suburl 
f Osaka, indistinguishable tom ar 
er city. It will lose its charm. We wh 
re Nara are afraid for ourcity.” 













































1uW tu get tugether witi. 
new Australian trading 
opportunities. 






ourcing new Australian 
trading partners can be 
a tiring, time consuming 
search through product 
shows, trade publications 


and background information. 


Or, itcan be as simple as 
getting together with 
National Australia’s Bank's 
Express Trade Enquiry 
Service (NBETS). 


NBETS is a computerised 
facility which matches, by 
commodity, your enquiries 


* Austra lia 


with a data base of thousands 

of Australian importers and 
pe Itisaservice 
unique to National Australia 
Bank, and itis free. Even if 
you are nota regular 
customer. 





Head Office: Melbourne, Telex 30241 NATAUS Singapore, T elex 
NATAUS. Taipei, Telex 29944 NATAU TPE Bangkok, T: 0 
NATAUS. Seoul, Telex 28844 NATAUS. Beijing, T 2 
Welli n, National Australia Limited. Telex 

Other Global Representation: Los Angeles, Sar 





Aust strali a market roug 

300 Na \al Australia | 
branches. 

NBETS ii 

too good to miss, ( 

trade ex perts at Nat 

Australia Bank today 

discover how to gett 


NBETS is a fast, efficient, get tog: 
proven service giving you with new Australian ti 
extensive coverage of the opportuniti 
National Australia Bank 
583 NATAUS 3. Hong Kong, T: lex 75315 NATHK. Tokyo, 7 
24 NATAUS TH. Kuala Lumpur, Jakarta, 







NATAU CN. Port Moresby, wren ae Tas EN Limited 





' ust Published! The IIN v 
The People’s Republic of 
China Year-Book 1986 


All the information on China you'll ever need in a single volume . . . 


Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


Please send eeno copy(s) of The People’s Republic of China Year-Book 1986 for which I enclose 
US$89.95 per copy. For surface mail delivery add US$10, for airmail delivery add US$25. 


Send to: 





All new updated edition 


Hard Cover 828 pages 





The People’s Republic of China Year-Book 1986 is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countle~ 
other subjects. 

What is it? 

The result of thousands of man-hours, the People’s 
Republic of China Year-Book 1986 was written and edited 
by The New China News Ltd., a group of dedicated 
professionals who know China intimately. The result is a 
book of unmatched breadth and depth. 

Who needs it? 

Completely indexed, the People’s Republic of China 
Year-Book 1986 places thousands of facts and bits of 
information at your immediate disposal. The book is 
essential to businessmen, financiers, students, professors 
and virtually anyone with a need to know ora keen interest 
in China of today. Even greater use of charts, maps, tables 
and colour photos than earlier edition makes the book 
enjoyable as well as informative reading. 


How to get it? 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated paymen* 
of US$89.95 (or the equivalent in local currency) to the 
indicated address. 


Clip and mail this coupon today! Send to: 


Name: 





Address: 
Type of Business: 


Title: 





You may forward payment in equivalent local currency. 

















(Please print in block letter) 


Y VIENNA. THE HEART OF EUROPE. Fas 


>ONVENTIONS demanda lot from your senses. So the surroundings and 


tmosphere have to make it easy for you to take in all a convention has to offer, both in words 


nd images. Opening in May, 1987, the new Austria Center Vienna does just that, with first-class 
lide, film and video projection as well as an ultramodern audio system offering 

imultaneous translation in nine languages. All this in a city renowned for its old-world 

entility, not to mention its extraordinary palate. So if you're planning to stage 

conference or convention, consider the new Austria Center Vienna 

all (222) 2369/300, write to A-1450 Austria Center Vienna or telex 135024 for more 


formation 





AUSTRIA CENTER 
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In our first year of expanded 
Pacific service, United brought you 
flights from all over Asia to all over 
America. 

So, what’s next from United? 

Continued expansion, of course. 
Plus upgraded service and more 
good reasons to fly United than 
ever before. 


New nonstops 
from Seoul to 
Chicago. 

United is spreading its wings in a 
new direction — with three nonstop 


flights a week from Seoul to Chicago. 
And with a choice 





of Korean 








Seven daily 

nonstops to 5 
U.S. gateways 

from Japan. 


When business takes you to the 
States, United wastes no time getting 


United reservations and information 





ae Expanded “> ES i 


or American cuisine along the way. 
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We keepon sprea 


you there. Every day, six United 
flights leave Tokyo for New York, 
Los Angeles, San Francisco, Seattle 
and Honolulu. And one leaves 
Osaka for San Francisco. 


worldwide. Including the largest « 
in all 50 United States and all the 
business centers. 

So while you may never know 
where business will take you, yot 
‘a always know exactly how to get 

there. Just fly United. 





transPacific * 
service from 


Hong Kong. 


From Hong Kong, United now 
offers daily nonstops to Seattle and 
San Francisco. All in all, you can 
now reach more of America from 
more of Asia on United. 
















Your business New Conciergi 


airline to all50 Ù service for 
United States. irst Class 
passengers. 


From our gateways, United can fly 
you on to 170 cities all across 
America — and to more than 190 


You'll find United’s Concierge 
waiting to greet you at airports in 


© TOKYO (03) 817-4411 © OSAKA (06) 271-5951 © NAGOYA (052) 571-5488 
@ SEOUL (02) 777-2993/7 è BEIJING (01) 5001985 è SHANGHAI (021) 530210 
© HONG KONG (05) 810-4888 è TAIPEI (02) 703-7600 è MANILA (02) 818-5421/25 


© SINGAPORE 220-0711 è BANGKOK (02) 253-0558 
- 
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ng our wings. 





yo and San Francisco. , e 
e’s there to assist with things like New nonstop You're not just 


oms, ground transportation, _  SEY'VICE tO flying, you’re 
ight connections. Expect e ° > i 
to ede a wealth of Bangkok, Taipei flying with the 





ices aimed at making and Singapore. professionals. 
rtrip a smooth one. f 
xpect to find him United is also spreading its wings On the ground and in the air, the 
_ Kong, New York, in Asia. people of United are committed to 
Angeles, and Seattle You now have a choice of three bringing you the high level of 
e near future. nonstops a week from Hong Kong to service and professionalism you 
Bangkok, and three a week to Taipei. expect from America’s airline. 
Meanwhile, three flights a week And when it comes to experience, 
leave Tokyo nonstop for Singapore. United comes through again. United 
> So whether you're going to flies more than one million miles a 
en America or somewhere inside Asia, day—and has more than 1,900 flights" 
Na, United is the way to go. a day —to cities large and small. 








So when you're planning your 
next trip to the U.S., just do as you 
would in America. 

Call your Travel Agent or United. 






You're not just flying, 


you're flying 
the friendly skies. 









MELBOURNE®_ *SYDNEY 


fing United Express service. 


ind schedules are subject to change. An ALLEGiS Company _ 
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Ba Messner ad his Relie continue 
to survive where survival seems impossible. 


Ask any climber his nomi- 
nation for the greatest living 
mountaineer in the world, and 
almost inevitably he will answer 
“Reinhold Messner.” 

Reinhold Messner climbs 
“by fair means”: without oxy- 
gen equipment; without pitons; 

without porters. 

“These days technology has 
overtaken the climbing,” says 
Messner. “I want to climb with 
my strength, with my fears, 
with my senses.’ 

Messner was the first to 
climb Mount Everest without 
oxygen. Completely alone he 
conquered Nanga Parbat. 


æE ROLEX OYSTERQUARTZ DATEJUST CHRONOMETER IN STEEL AND I8CT. GOLD. ALSO AVAILABLE IN STEF, IT Set Wik oh QM. ce ei 
t STRN HESTA KOP: ERY 


He climbed K2, the second 

highest mountain in the world. 
And, accompanied by Michael 

Dacher and a small expedition, 
this was achieved in record time. 

In 1980 Reinhold Messner 
risked “madness” as some called 
it: the ascent of the north face 
of Everest from Tibet. 

Completely alone, during the 
adverse weather conditions of 
the monsoon season, Messner 
climbed for days at altitudes 
known to mountaineers as the 
death zone. Without oxygen 
equipment; without a partner; 
without native porters; w ‘ithout 
the possibility of rescue. 
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But one piece of equipment 
Messner never climbs without 
is his Rolex Oysterquartz. 

“To be up there without a 
precise and absolutely reliable 
watch would be madness,” says 
Messner. “My Rolex is my life 
insurance. When to make camp; 
my rest period at the peak; 
the night-time decampment, all 
have to be timed precisely. 

“For me there is no better 
watch.” At 8,848 metres; at 40 
degrees below zero; and even 
without extra oxygen, Reinhold 
Messner and his W 
Rolex both function 

OLEX 


perfectly. J 
Ç of Geneva 
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